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FAIR LABOR STANDARDS ACT 


TUESDAY, MARCH 5, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS OF THE 
CoMMITTEE ON Epucation AND LABOR, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10 a. m., in room 429, 
Old House Office Building, Hon. Augustine B. Kelley (chairman of 
the subcommittee), presiding. 

Present: Representatives Kelley, Landrum, Roosevelt, Teller, 
Holt, Ayres, Griffin, and McConnell (ex officio). 

Present also: Representatives Thompson and Udall. 

Staff members present: Fred G. Hussey, chief clerk; John O. 
Graham, minority clerk; James M. Brewbaker, general counsel; and 
Russell C. Derrickson, chief investigator. 

Mr. Kextiey. The committee will please come to order. 

The clerk will call the roll. 

Mr. Hussey. Mr. Kelley? 

Mr. Ketuiey. Here. 

Mr. Hussey. Mr. Landrum? 

Mr. LAnprRum. Here. 

Mr. Hussry. Mr. Roosevelt? 

Mr. Rooseve tr. Here. 

Mr. Hussey. Mr. TrELLER? 

Mr. TeLuer. Here. 

\Ir. Hussey. Mr. Holt? 

Mr. Hour. Here. 

Mr. Hussty. Mr. Ayres? 

Mr. Ayres. Here. 

Mir. Hussey. Mr. Griffin? 

Mr. Grirrin. Here. 

Mir. Hussry. Mr. Chairman, I have a letter dated January 31, 
1957, to the Honorable Augustine B. Kelley, House of Representa- 
tives, Washington, D.C, 


Drar Mr. Ketiey: The chairman has requested me to notify vou that he has 
appointed vou as chairman of the Subcommittee on Labor Standards and as a 
member of the Subcommittee on General Education and to send you the attached 
copy of the chairman and members of the standing committee. 


The members of your subcommittee, Mr. Chairman, are Augustine 
B. Kelley, Pennsylvania, chairman; Phil M. Landrum of Georgia, 
James Roosevelt of California, Ludwig Teller of New York, Joe Holt 
of California, William H. Avres of Ohio, Robert P. Griffin of Michigan. 

\[Ir. Chairman, under the rules of the Committee on Education and 
Labor as adopted January 23, 1957, rule 4: 

The Labor Standards Subcommittee of the regular members has jurisdiction 


over amendments to the Fair Labor Standards Act, the Davis-Bacon Act, the 


1 








Walsh-Heal \ Act, 1 S- fie id \ fair empl Lit 

pav for women, labor si:tisties he regulation or prevention of import ) 
fc reign lal orers under econtract, child | ( Vik labo i id the ent ad 
made by convicts into interstate commerce n ] the tiv propo 
affecting either wages or hours of labor 


Mr. Cuarrman. Is it your desire that the bills introduced on this 
subject be made a part of the record: 

Mr. KReviey. Yes. 

Mr. Huss | think there are 51. 

Mr. Ketitey. Without objection it will be so ordered 

Mr. Hussey. Do you want them in the appendix or is it part of 
the record? 

Mr. Keuuey. I think they might as well be in the apps nadix, 

We have with us this morning the Secretary of Labor 

Mr. Secretary, on behalf of the committee, we welcome you 
this morning. 

We are glad you came here today to offer vour contributions to om 
deliberations. 

Secretary MircHELL oe you, 

Mr. Keuiuey. Will you identify yourself for the record and proceed? 


STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR, 
ACCOMPANIED BY NEWELL BROWN, ADMINISTRATOR, WAGE 
AND HOUR AND PUBLIC CONTRACTS DIVISIONS, DEPART- 
MENT OF LABOR, AND HARRY S. KANTOR, ASSISTANT ADMINIS- 
TRATOR, WAGE AND HOUR AND PUBLIC CONTRACTS DIVISIONS 
UNITED STATES DEPARTMENT OF LABOR 


secretary MircHeiy. I am James P. Mitchell, secretary of Labor, 
3601 Connecticut Avenue, Washington. 

Mr. Chairman, I have a brief statement here which T would like the 
privilege of reading before the questions begin, if | may. 

Mr. Kevuery. Surely. 

Secretary MircHeityi. Mr. Chairman = members of the sub- 
commitiee, | appreciate this opportunity _— nt the administra- 
tions’s recommendations with respect to extending the coverage of the 
Fair Labor Standards Act. 

Two vears ago, as some of vou may recall, views of the Department 
of Labor presented to your comm ittee dealt with many aspects Oo! 
this act. My present recommendations are consistent with the pro 
posals then made to expand the coverage of the act to enterprises 
which = substantially engaged in interstate commerce. 

The administration is vitally interested in bringing the protection 
of the act to many additional oo who do not now have it but who 
could properly and practicably be brought within the act’s protection. 

[ shall not comment specially with respect to the various bills befor: 
vou because the Department is furnishing the committee with detailed 
comments and analyses of most of them. I will refer, however, to 
one proposal in them to extend coverage throughout the field of 
‘activities affecting commerce” because the views | will express On 
this are the basis of the recommendation I am putting before you 

The proposals in these bills would cover an employee if he is em- 
ployed “in or about or in connection with” any enterprise in which 
his employer engaged in “any activity affecting commerce.” [1 
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addition, they would define “activity affecting commerce”’ to include, 
among other things, any activity “competing with any activity in 
commerce.” 

So far as I know, this is broader than any language ever used by the 
C‘ongress for application of the commerce clause of the Constitution. 
In 1938 and again in 1949 the extension of the Fair Labor Standards 
Act to activities “affecting”? commerce was considered but not adopted 
by the Congress. ‘The proposal here is as expansive as the ‘“‘affecting”’ 
language then considered. | believe that there are still very good 
reasons for rejecting such an approach to coverage. 

Under the Fair Labor Standares Act, the line of coverage must be 
drawn as precisely and as definitely as it can be so that employers and 
employees may understand its application from the facts that they 
know. Wages have to be paid each pay period, and if the law applies, 
it must be complied with at that time. 

For this reason the current proposals to include new and indefinitely 
elastic boundaries in the act’s definitions of interstate commerce do 
not appear to me to be practicable. 

Of more critical import ince, to my mind, is the fact that these pro- 
posals would in effect obliterate any distinction under this law between 
interstate and intrastate commerce. Uncertain or otherwise to start, 
In practical ap plication the law would go on to cover virtually all « 
te penne and emplovees everywhere. 

Only the specifically exempt would not be required to comply 
This is not my concept of the proper application of the commerce 
power in this field. 

This administration does not propose to extend this act to the 
millions of smali, local businesses. ‘To do this would place a burden 
on these businesses and might seriously curtail employment of the 
many employees who depend on the survival and growth of these busi- 
nesses for their livelihood. Further, it would raise grave questions as 
to the appropriateness of such action by the Government under Fed. 
eral law. 

Within the area in which Federal action in establishing and main- 
taining effective minimum wage standards is clearly appropriate, 
action should be taken promptly. 

The President on a number of occasions has called to the attention 
of the Congress the importance of bringing additional workers within 
the protection of the minimum wage. Again this vear the President 
called the attention of the Congress to the importance of such action. 

The Department stands ready to assist the committee with available 
materials bearing on this problem, and such technical assistance as 
the committee desires. 

The Department is now undertaking a survey of wages in the re- 
tailing field, with funds that the Congress has provided for that pur- 
pose. T he Department has wanted to do this for a long time. 

! would like to propose areas where coverage of the minimum wage 
ean and should be extended. 

In making these recommendations, | want to emphasize that the 
gains we are seeking cannot be achieved by any measure which would 
cause injury to the employers and employees in the small businesses 
of America. 

We must not lose sight of the fact that the practicability of action 
for improving minimum-wage standards and the avoidance of action 
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which would curtail employment or earning power are among the 
primary objectives of this act, as reflected in its explicit provisions. 

I recommend that the act be amended to bring within the proteetion 
of a minimum wage employees now excluded who work in business 
enterprises that are substantially engaged in interstate commerce. 
Their operation depends on substantial and continuing engagement 
in interstate commerce, and such enterprises are an integral and essen- 
tial part of the interstate commerce of the Nation. Such larger busi- 
ness enterprises are now within the meaning of interstate commerce 
as this term is applied to employees under the act. It is in such 
enterprises, as I indicated in my testimony during the 84th Congress, 
that protection under the Federal law is clearlv needed. 

Specifically, I reeommend the following amendments to the act: 

(1) An amendment to include in the interstate-commerce coverage 
of the law employees who are engaged in the activities of any business 
enterprise in which (a) the total annual value of incoming merchandise, 
materials, or supplies moving directly across State lines to its place or 
places of business is $1 million or more, and (b) 100 or more employees 
are emploved by the emplover. 

(2) Amendments to exclude from certain minimum-wage exemp- 
tions contained in the present act, employers of 100 or more workers, 
so as to ensure the protection of a minimum wage to employees of 
these large employers who come within the interstate commerce cover- 
age of the act either under the present language of the law or under 
the amendments I am recommending 

Adoption of these recommendations would add substantially to the 
present coverage of the act. Although no change in existing exemp- 
tions from the overtime provisions Is proposed, the amendments | 
recommend would extend minimum-wage protection to many addi- 
tional workers, and no employee who is now protected by the law would 
lose any protection. 

This proposal would not 
law. Yet it would extend minimum-wage protection to about 
million additional workers, employed by some 3,000 enterprises. 

These workers are emploved in a variety of enterprises, including 

transportation, and communications. 


retailing, construction, 
The largest group ot emplovees, about 2 million, are emploved hy 


bring anv small, local business within the 


1 


some 2,200 enterprises engaged in retail trade, according to our present 
estimates. These are large chainstore organizations and = giant 
single-unit department stores and other large retail establishments 
About 150.000 other emplovees of these enterprises, those emploved 
in central offices and warehouses, are already protected by the act. 

In addition, it is estimated that the proposal would extend pro- 
tection to: 65,000 emplovees of metropolitan transit systems; 15,000 
telephone employees; 90,000 seamen ; 50,000 employees of the Nation’s 
largest hotel systems; 30,000 employees of large taxicab companies, 
and some 200,000 employees in about 100 construction enterprises 
involving activities in many States. 

All employees in the enterprises brought under the act’s coverage 
by my proposal would get the protection of the minimum wage. Each 
such enterprise is substantially engaged in interstate commerce, 
whether it operates in one State or has branches in several. 

Many of these enterprises now have some employees within the 
protection of the minimum wage. ‘This protection would now be 
equalized for all their employees. 
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This proposal would not bring within coverage an individually 
owned and controlled establishment merely because it operates under 
a franchise from, or has contractual relations with, an enterprise that 
is now covered. 

Because of the special position of executive, administrative, pro- 
fessional, and outside sales employees, this proposal does not contem- 
plate any change in the status of these mugienten under the law. 

Also, because of the special circumstances of agriculture, and the 
industries engaged in the handling and processing of agricultural 
products, and fishing, I am not proposing any change in the exemp- 
tions now provided for employees of these industries under the act. 

The recommendation, where overtime exemptions now exist, applies 
only to extending the scope of the minimum wage. It would not 
change existing exemptions from the overtime provision of the act. 

For many of the enterprises which would be covered under my 
recommendation the application of the overtime provision to their 
employees presents peculiar and serious problems. The adjustment 
to both the minimum wage and the 40-hour week would be very 
difficult for many enterprises. Consequently, applying the overtime 
provision in this field required very careful consideration. 

[ urge that these amendments which I have outlined be enacted. 

Mr. Chairman and gentlemen, I have here with me for whatever 
technical advice the committee wishes to have, Mr. Brown, who is the 
Wage and Hour Administrator, and Mr. Harry Kantor who is his 
assistant, Mr. Brown on my right and Mr. Kantor on my left. 

Mr. Keuuey. Mr. Secretary, are any of these comployees that you 
recommend for coverage under the act organized? 

Secretary MircHe.i. Some of them may be, sir. 

Mr. Ketiey. I am wondering how many who were not organized 
would be brought under the coverage of the act by your proposal? 

Secretary MircHe vu. | have no estimate on that. 

But from knowledge, I would guess that the majority of the em- 
ployees who we propose to bring under the act are unorganized. 

Mr. Kevuey. You also suggest that any enterprise that does more 
than a million dollars worth of business a year be covered. Do you 
not think that is pretty high? 

Secretary MircHE.u. No, sir. 

Mr. Ketiey. That is usually considered a pretty good sized busi- 
ness. 

Secretary MircHeiy. The theory here, Mr. Chairman, is that the 
act should cover any enterprise. which is substantially engaged in 
interstate commerce. 

Mr. Keuuey. | understand that. 

Secretary MircHeut. And we are recommending a test of substan- 
tiality as that of 100 employees or more and a business which brings 
across State lines a million dollars or more in annual value. We 
believe that this is a sound test of substantial engagement in interstate 
commerce. 

Mr. Keuiey. There has been quite a lot of controversy in the past 
in these hearings with regard to this act, concerning the fact that 
agricultural workers with large enterprises should be covered under the 
act. What do you think about that? 

Secretary MircHe.yu. Well, sir, as you know, the act provides that 
it should not cause any unemployment in effecting the purposes of 
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the act. It is my opinion that to attempt to extend this act to agri- 
cultural workers, bringing them in under the dollar minimum would 
be very disrupting to the industry and for that reason I do not recom- 
mend it. 

Mr. Keuiey. Even the very large enterprises? 

Secretary Mircue ty, I believe so, sir; ves, sir. 

Mr. Kextuey. Mr. Landrum, do you have any questions? 

Mr. Lanprum. Mr. Secretary, I am still concerned, after your 
explanation just now, of just what you mean by substantially engaged 
in interstate commerce. 

I understand you to say that if a business brings in more than a 
million dollars in volume across State lines, that 1s, if it is shipped 
from one State to another for retail sale in the State to which it is 
shipped in a volume of $1 million, that business would be classified 
as being substantially engaged in interstate commerce? 

Secretary Mircue.y. In our opinion, yes, sir, it should be. 

Mr. Lanprum. That would be whether or not it had met the other 
test of 100 employees? 

Secretary MircHertyi. | may point out that this is not an ‘or’ 
test; 1t is an “and”’ test. 

Mr. Lanprvum. It is a combination? 

Secretary MircHe.y. It is a combination. It is a million dollars 
and 100 e mplovees. 

Mr. Lanprum. How would you apply that to a business which had 
a mercantile establishment, for instance, which had two or more 
places of business in the same town, but restricted its operations to 
that same town. Say thay had a main store and two or three branches 
but the branches might buy from separate wholesale establishments 
or wholesale suppliers. Would you lump their volume and _ their 
employees? 

Secretary Mircue i. Under our recommendation, Mr. Landrum, 
we visualize this as an enterprise basis. And if the enterprise which 
you talk of brought in across State lines a million dollars or more in 
value of goods annually and had 100 employees, it would, in our 
opinion, be substantially engaged in interstate commerce. 

Mr. Lanprum. That is whether or not their wholesale suppliers 
were the same source. Store A might buy independently of store B, 
and store C might buy independently of the other two. But at the 
same time they would be under the head of one enterprise. 

Secretary Mrrcueti. If the enterprise met these two criteria, we 
would consider it to be covered under our recommendation. 

Mr. Lanprum. And you add the employees of stores A, B, and C? 

Secretary Mircuexy. That is right, sir. 

Mr. Lanprum. Now, come down to the agricultural phase of it 
briefly, sir, please. Would you apply that also to businesses engaged 
in ad and timber, removing timber or cutting timber for 
pulpwood purposes? 

Secretary MircHeitt. Our recommendation does not cover 
employees of that industry who are not now covered. 

Mr. Lanprum. Even though they might be in the same enterprise? 

Secretary MircHetyi. But they are covered, sir, except as I recall 
it, for those with 12 men or less. 

Mr. Lanprum. Your recommendations do not go to that at all? 

Secretary MitcHey. No, sir. 
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Mr. Lanprum. I believe that is all. 

Mr. Keutiey. Mr. Roosevelt? 

Mr. Rooseve tt. Mr. Secretary, just so that I am positive in my 
own mind about it, these recommendations which you make are a 
part of the President’s specific legislative program? 

Secretary MrrcHeu. Yes, sir. 

Mr. Rooseve tr. The reason I asked is because I understand that 
some other bills have come up to the Hill with specific covering letters 
to the Speaker or the presiding officer of the Senate, and in this in- 
stance there are no such bills and I wanted to be sure there is no 
significance in that fact. 

Secretary Mircue i. There is no significance. We have legisla- 
tive language here which we would be very glad to provide to the 
committee. 

Mr. Roosreverr. | think that clears that up. 

Mr. Secretary, secondly, | am interested in the philosophy behind 
the approach in your recommendations which makes a purchase test 
rather than a sales test, which is incorporated, as you know, in Mr 
Kelley’s bill and others. 

Secretary MircHE.u. Yes, sir. 

Mr. Roosrevetr. | presume there is a definite reason for it and |] 
would appreciate it if you would explain it. 

Secretary Mircuey. Briefly, Mr. Roosevelt, our philosophy stems 
from our attempt to find a formula for coverage that would bring e 
those enterprises which we consider to be substantially engaged i 
interstate commerce. So therefore, we felt that the inflow test was 
a sounder test than the outflow because we are covering by this recom- 
mendation an entirely new type of business, mainly the retail business. 
If you establish a sales criterion you may or may not be concerning 
yourself with goods sold across State lines. And we believe that in 
applying the interstate commerce concept, we have to arrive at a 
formula that clearly demonstrates interstate commerce. 

Conceivably if you put a criterion of $500,000 for a million dollars 
of sales you would be possibly applying the interstate commerce 
clause to an operation that was purely intrastate. A purely intrastate 
operation could conceivably do a half a million dollars a year and not 
be engaged in interstate commerce. 

Mr. Roosrve.tr. Now, following that philosophy then, Mr. Secre- 
tary, suppose that a firm was buying through a warehouse. Under 
the definition of vour suggestion here that would be excluded from the 
million-dollar total, although it could be well established, as you have 
just suggested, that part of the purchase came directly from an inter- 
state source or across State lines. 

Why have we excluded that indirect purchase? 

Secretary MrrcHe.y. Well, we believe that the maximum number of 
enterprises that can be covered under this interstate commerce con- 
cept would be covered by our proposal. 

As I understand your question you are conceiving or you may be 
conceiving that an employer, that in order to avoid the coverage of 
the act, might, instead of receiving his goods ae buy them 
through an intermediary or a warehouse. Well, it is inconceivable 
to me that the added expense of handling and all of the other things 
that go with an intermediate stock of goods would cause an employer 
to resort to this device to avoid the coverage of the act. 
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Mr. Roosrvett. Mr. Secretary, is it not so that today many firms 
actually do their buying that way and that this would be substan- 
tially giving them an exemption? 

Secretary Mircuexu. I do not believe so, sir. We have no figures 
to support that contention. 

The enterprises that we are talking about, the large interstate 
chainstores, the large single-unit department stores, doing the volume 
that we indicate and employing the number of people do not buy from 
local warehouses. 

Mr. Roosevetr. Let me use that example. Let’s take Sears, 
Roebuck, for instance, as an example. 

Secretary Mitrcue.u. Yes, sir. 

Mr. Roosevett. Let us assume that Sears, Roebuck buys GE 
products. There is a Sears, Roebuck store in Virginia and the GE 
products are shipped across State lines and arrive in Virginia and then 
they are purchased from that source by that Sears, Roebuck store. 

Under your definition they would be excluded? 

Secretary Mircuety. On the contrary. I see all over the country 
Sears, Roebuck warehouses. What is stored in those warehouses? 

Certainly goods that go to Sears, Roebuck stores. 

Mr. Roosevetr. That is true, but many items they do not. 

Secretary MircHety. But these warehouses are owned and operated 
by Sears, Roebuck. It is conceivable that on a certain item they do 
as you suggest. But under our test, Sears, Roebuck is covered as an 
enterprise. 

Mr. Roosevett. Yes; in that particular instance. But you will 
grant that there are some, and | think it can be demonstrated and 
undoubtedly it will be during the hearings, that if it can be substan- 
tiated that there are a great number or a large number of firms that 
buy indirectly instead of directly but still are buying goods where 
there can be no question that they have crossed state lines in order to 
get into their employment, that perhaps we should consider finding 
a way to include them. 

Secretary MitcHe.v. If that can be substantiated, sir. 

Mr. Roosgve.t. Thank you. 

Now, next you did cover the provision with respect to overtime ana 
you stated that there were difficulties in applying it. 

Are there any more difficulties in applying it to the increased number 
of firms that will come under this coverage than the ones that are 
covered? Why should they have any more problems adjusting to 
overtime than those that are already covered? 

Secretary MitcHeti. Going back again to the facts here, you will 
notice that our recommendation covers, in the main, retail establish- 
ments. The retail establishment is open to the public 6 days a week 
as contrasted with the factory, let us say, which can regulate its own 
production. It can regulate its production by the hour, by the day 
and by the week. It can open up on Monday morning and close on 
Friday night. 

With a retail establishment, because of public demand, the neces- 
sity for a 6-day operation is inherent in the business. This is borne 
out by the fact that States that have applied minimum-wage laws to 
intrastate operations have taken recognition of the overtime difficulties 
in the retail business by providing ‘either no overtime provision or 
overtime provisions after hours above 40. 
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And I think to ask a new industry which would come under the 
protection of the act to absorb both an increase in the wages paid, 
which this proposal would bring about, and an overtime provision—in 
effect, asking them to change a prac tice of many years—is too much to 
absorb. 

Mr. Roosevett. Again, then, in areas where it could be estab- 
lished, such as, let us say, construction, the firms over 100 that you 
refer to in that—where it could be established that this was not the 
case, we would not be justified in including the overtime provision? 

Secretary MircueE.u. I believe in the construction field it would be 
very equitable to establish it; yes, sir. 

Our proposal does so, by the way. 

Mr. RoosrEvett. It does so? 

Secretary Mircueu.. Yes, sir. 

Mr. Roosrve it. And have you examined the other industries that 
would come in so that the committee could decide which should and 
should not be covered? 

Secretary Mircue.y. The only industry that the overtime position 
in our recommendation does not apply to is construction. In the other 
industries, such as the hotel industry, you have the same problem of 
yublic demand for, in that case, a 7-day operation. In the taxicab 
einiis you have a public service business too. 

Mr. Roosevett. Could I ask you this: Suppose that there is 
negotiated, however, a 5-day week in that industry, let us say, the 
hotel industry, and it is so organized. Should it then not apply to 
that industry? 

Secretary MircHevyi. Well, sir, there are many retail establish- 
ments which now have a 5-day, 40-hour week, either by the personnel 
policy of the management or by collective bargaining between manage- 
ment and the union. This is not to say that all retail establishments 
work their employees more than 40 hours a week. Many of them 
conform to the 40-hour week pattern with time and a half for overtime, 
and in many cases double time for certain parts of overtime by collec- 
tive bargaining. 

Mr. Roosrve rt. If that is true, then, why should not these other 
people get that protection? 

Secretary MircHE.Lu. Because, sir, if you bear in mind the provision 
in the law itself, which says that the application of this law should not 

‘ause undue employment—and as I said before, if you ask a new 
industry coming under the protection of the act to absorb two things 
and increase the minimum wage which they are paying and overtime, 
you are asking too great an absorption, I believe, and you are flying 
in the face of accepted practice. 

In many States the large retail establishments in big cities conform 
to a 40-hour week pattern. But you will find in the same State, stores 
which might meet the criteria that we have established here in smaller 
communities whose hours of work are longer. And I believe that it 
would be too much to ask these stores to conform to the time and a 
half for overtime after 40 hours. 

Mr. Roosrvetr. Mr. Secretary, did you not testify before the com- 
mittee of the other body that a vast majority of the people who will 


come under the protection of the law are already receiving the mini- 
mum wage? 
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Secretary Mircuexw. | testified that I believed that the effect of 
our recommendation would have about the same effect as the recent 
increase from 75 cents to a dollar concerning the number of people 
affected in ratio. 

Let me expand on that if I may. Presently there are about 24 
million people covered by the law. When the Congress raised the 
rates from 75 cents to a dollar, there were about 2,100,000 employees 
who were getting less than a dollar. Obviously a raise in the minimum 
wage means nothing in terms of immediate results to the steelworker, 
to the automobile worker, to the machinist, and to the millions of 
employees who are now covered. It meant only something to those 
2,100,000 of the 24 million that were covered 

We propose to cover by this recommendation some 2.500.000 people 
[ said before the Senate committee, the other body that you referred 
to, sir, that I thought that the effect of this reeommendation would 
be about the same. In other words, about 10 percent of the people 

‘} ] 


aifected., 


1 
; 


I do find that mv estimate was too low, that this recommendation 
would probably affect about 100.000 people ot the 2 500.000 people 
who we are bringing in in coverage 

See revised estimate of ‘40,000’ figure in appendix, p L516 

[r. Roosevexit. In other words, out of 2% million, 2,100,000 are 
alr away recelving the minimum wace 


Secretary Mircne.u. Yes, sir, as was true of the 24 million; 22 


mill 
Mr. Roosgevetr. I know, Mr. Secretary 
> 


1 ' 1 1 1 ' 
put What vou have stated 1s that it would be too much ot a burden 


ion were receiving more than the dollar minunum wage. 


to bring this increased financial burden on these industries, and then 
you turn around and tell me that 2,100,000 are already carrying that 
burden and it will be no new increase to them at all 

Secretary MircuHe uy. Sir, ] am talking about the minimum, | am 


ie Ae ak 4 
not aiking apout the overtime. 


Mr. Rooseve.r. | am talking about the minimum, too Because 
if they are already carrying the minimum part of it, the only addition 
would be the overtime. Is that not correct? 

Secretary Mircueui. Very possil eS, SI! 


LI 
ir. Roosevett. Thank you, sir. 
Now, [| would like to ask vou how vou arrived at the figure of 100 
as amainst 125 or 75 or wit ate ver hiwure vou nave Where did this 


heure of 100 come from? 

Secretary Mircueu. It was a figure that we thought was indicative 
in the same way that we had the million, of substantial eneagement 
in interstate commerce. True, it is an arbitrary figure as there are 
arbitrary figures throughout this act. 

The act proy ides, for « kampl ; that operators ol telephone exchanges 
with more than 750 outlets are covered. and those with less than 750 
|. It provides, as Mr. Landrum indicated, that pulp- 


wood operators who work In erews ot 12 or less are not covered 


are not covere 
and those of more than 12 are covered So the act is full of arbitrary 
cutoffs. And this cutoff that we propose was our best judgment as 
to a test of substantial engagement in interstate commerce. 

Mr. Roosreve tt. Now, Mr. Secretary, suppose that it could be 
shown to the committee that there were a substantial number of 
firms which greatly exceeded the million-dollar intake figure that you 
have used as one part of the standard, but did business with less than 
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hundred, let us say 50 or 60, or 75, particularly in the clothing 
industry, for instance, and other industries of that kind. 

Should we not properly consider that there might be an “and/or’’ 
description or standard here? For instance, if a firm had an intake 
of $2 million but still was under the 100, should we not bring them 
under the act? 

Secretary Mircue ui. | do not believe so, sir. 

You will find that there is a correlation between the intake and the 
number of employees in most of the industries that we are talking 
about. 

Mr. RooseEvELT. Suppose we can establish that in some important 
ones there isn’t. 

Secretary Mircne uy. [ still would recommend as a test these two 
tests together 

Mr. Roosrevetr. You mean even if somebody comes up with $3 
million, $4 million, or $5 million in intake, you would exclude them, 
you would allow them to be excluded from the act? 

Secretary Mircueny. Yes, sir; unless they qualified as to the 100. 

Mr. Lanprum. Would the gentleman yield for a moment? 

Mr. Roostvetr. Yes. 

Mr. Lanprum. Could the Secretary suggest that such a situation as 
Mr. Roosevelt Is describing would be most unusual? 

Secretary Mircneny. | would think so. 

Mr. Roosrve tr. Mr. Secretary, from the point of view of the aspect 
of inflation, because I think we have all had a great deal of corre spond- 
ence attacking the general thought of revising the act as inflationary, 
certainly would you agree that your proposals could not be called 
inflationary because 2,100,000 are already receiving the minimum 
wage, and if we did not grant the overtime, that we would almost be 
down to a very small total amount that we would be adding to the 
purchasing power of the country? Would you agree that there is little 
or no inflation in the proposals that vou have made? 

Secretary Mircnenn. If | thought that there were inflationary 
trends in the proposal | am making, | would not have made it. 

Mr. Roosrevetr. And | assume that the converse of that is true, 
that vou feel that if we add anything more to it, there will be infla- 
tionary aspects? 

Secretary Mircuett. The farther you spread this, sir, it is my 
belief that you get into dangerous areas of possible inflation, yes, sir. 

Mr. Roosrve it. Lastly, Mr. Secretary, | was interested in the 
discussion with relation to agriculture. If again it can be shown to the 
committee that there are particularly large concerns in various parts 
of the country that have a hundred employees, and tremendous acreage 
that they cultivate, certainly if we could find a proper formula for 
including them we would not be hurting the small agricultural person, 
whether he be in lumber or sentaee else, and if we could find the 
formula for specifically including the large cocaeaia corporation 
type of firm, would vou have objections to including them? 

Secretary MircHety. | would have to see the formula, sir, before 
[ would comment on it. As it stands now, we are opposed to the 
inclusion of agriculture in any form under the protection or coverage 
of the Fair Labor Standards Act. 

Mr. Roosrveitr. Can we ask you to keep an open mind until we 
can present such a formula, if we can find it’ 
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Secretary MircHeLL. Anyone in my business has to keep an open 
mind always, Mr. Roosevelt. 

Mr. Roosrve.tt. Thank you very much. 

Mr. Keuuey. Mr. Teller? 

Mr. TELLER. Most of my questions have already been exhausted 
by Mr. Roosevelt. I wonder, Mr. Secretary, if you would clarify one 
question I have. 

In your definition of coverage in interstate commerce, where you 
say that they must import at least $1 million in merchandise and 
employ 100 or more workers, do you mean 100 or more workers en- 
gaged actually in sales, or does that include administrative and 
warehouse employees and others? 

Secretary MircHe.yu. Total, si 

Mr. Teuier. Total? 

Secretary MircHEe.u. Yes, si 

Mr. Tevuer. Thank you, very much. 

Mr. Keuiey. Mr. Holt? 

Mr. Hour. Mr. Secretary, I have read your entire statement and 
it is a very good one. I want to compliment you on its brevity. 

Secretary MircHetyi. Thank you. 

Mr. Hour. Are you going to send up exact language? It is not 
contained in here, is it? 

Secretary MircHe.u. Yes, sir. We have specific language which 
Mr. Brown will furnish to the committee. 

Mr. Hour. Secondly, this act is currently administered by an 
administrator who, I understand, is with you. 

Secretary Mitrcueti. Mr. Brown, who is Wage and Hour Admin- 
istrator; yes, sir. 

Mr. Hour. I will yield to the Chair on this, but I am curious. 
Whenever you overhaul a piece of legislation as old as this one, many 
times there are technical changes and things you run into in adminis- 
tering the act. Would this be a proper time to ask if he has any sug- 
gestions? Or are they incorporated in your statement, or do you have 
any comments to make on the administration of the act? 

There must be a lot of problems. For instance, one was brought 
to my mind the other day concerning a little lady doing work in her 
home, or something. I think a ruling had to be made down in 
Florida. 

Secretary Mircue.ty. Under the act as it presently applies there is 
a continual interpretive function which the Wage and House Admin- 
istration has to perform. If this recommendation is accepted by the 
Congress and it becomes law, there would be an added continual in- 
tepretation of the legal provisions. The Fair Labor Standards Act is 
a very difficult act to administer. 

Mr. Ho rt. I would imagine it would be. That is why I asked the 
question. When there is a decision rendered, does a person have the 
right to appeal to you from the Administrator? 

Secretary MiTcHELL. Yes, sir. 

Mr. Hott. Secondly, I understand there has been a survey entered 
into by your department into the retail fields? 

Secretary MiTcHELL. Yes, sir. 

Mr. Hotr. That I think would be very informative. When will 
that be available to the committee? 
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Secretary Mircuety. We will have the preliminary results of that 
survey in May. ‘The final results may not be available for several 
months later. 

Mr. Horr. I am interested, also, in what my colleague and friend, 
Mr. Roosevelt, mentioned about these agricultural workers. Out in 
my State we have some pretty big outfits up there in the valley. In 
fact, they fly around in airplanes and look at their sections of land. 
And I think, since you did not include them I take it that you have 
done quite a bit of research of why you didn’t. Would you care to 
elaborate further on why you excepted the agricultural workers? 
Because they are pretty big business now. And a lot of them are 
guaranteed a profit by some of the subsidies. Also, a lot of them use 
Mexican labor and things like that to go toward making a profit. I 
am just curious. 

Secretary MircHe.Lu. We felt that the whole problem of agriculture 
at this point was too complex. The agricultural economy is a difficult 
one at the moment. There have been large areas affected with the 
drought, and we did not think it advisable to recommend the inclusion 
of agriculture. 

Mr. Horr. It is complex all right. I can see why you hesitate. 
Of course, you told Mr. Roosevelt you would keep an open mind. 
And it is surely something for the committee to look into. I imagine 
you would welcome any suggestions we had along that line. 

Secretary Mircurety. Yes. But we are not recommending that. 

Mr. Ho tr. I have come to a conclusion that I would be interested 
in getting your comment on. I have recommended this to the com- 
mittee and it was discussed, and I am quite sure the committee agrees 
as well. The chairman will probably have a statement on it later. 
I have come to the conclusion that it is very difficult for this com- 
mittee to get the entire picture, sitting here in Washington, because 
we are affecting a lot of people who cannot afford to come to Wash- 
ington. I am very dubious about many of these associations and 
organizations which are set up representing people here in Washington. 
Their intentions may well be good, but they many times have ‘been 
here so long that they have kind of lost touch with the picture. 

Would you think that, to really get the picture, it might be a good 
idea for this committee to go out into the field to talk to some of these 
small people? 

One question was asked of you, I think by our chairman, about the 
million-dollar limit. I think a lot of the small appliance stores could 
well do a million dollars’ worth of business today, and vet they may 
not have 100 employees. With some of the television sets and such 
things, refrigerators, costing a large amount of money, you know they 
might well do a million dollars fairly easily. 

In fact, a man who wants to stay in the grocery-store business 
today, and who is operating a small one, now has to build a big super- 
market to compete with the chains. And if he is going to compete 
with the chains and buy from a co-op or something, like Certified out 
in California, he may well do a million dollars’ worth of business a year 
and he may not have a hundred employees. 

My long question is: Do you not think it might be a good idea for us 
to go out into the field and take a look? And if so, do you have any 
specific recommendations on particular fields you would like us to look 
into that might bear looking into? 








14 FAIR LABOR STANDARDS ACT 


Secretary Mrrcuexuy. I believe, Mr. Holt, that the decision as to 
the soleeitien of the committee is a decision for the committee. 

Mr. Hour. I am welcoming suggestions. You can suggest it to 
me: dua? { suggest it to the committee 

I say this, Mr. Secretary, because I know that in making your 
recommendations and decisions you have a great many people in the 
field offices, and probably you took a little peek at the survey that is 
in process right now. We are starting from seratch; let us put 1t 
that way. 

What did you do, then, to get these decisions? You must have 
reached out into the country quite a bit 

Secretary MircHeiyu. | was going to point out that our recom- 
mendation, involving, as it does, large enterprises, might not require 
the committee to get into small towns because we do not propose 
that small business be affected. 

However, if the committee wo ild waht to see the validity of oul 
recommendation, I think that it would see it if it talked to some of 
the smaller communities. 

Mr. Hot re. ‘| he nh you woulda say that if we were rome to go into 
some of the other recommendations pename that would extend LO 
more people than your recomm ndation, we most ass iredly should 
take a close look? You would give us a warning on that, I imagine, 
because you have discovered on your job that any other additional 
coverage might well be harmful to small business? 

Secretary MiITcHELL. Yes, sir 

Ir. Hour. Thank you very much. 

Mr. Roostveit. Would the gentleman yield for one question? 

Mr. Hour. Yes, sir. 

Mr. Roosrve tr. I| forgot to ask you this: 

On page 5 of your statement you mentioned the survey of wages 
which the Department is now making, 

Secretary MircHe.u. Yes, sit 

Mr. Roosrtve.t. Have you any estimate as to the time before we 
receive the results of that survey? 

Secretary Mircueuy. As I said to Mr. Holt, we expect the prelimi- 
nary result in May and final compilation several months later. This is 
one of the most exhaustive surveys that the Department of Labor 
has ever undertaken and it has required the cooperation, which we 
have had, of the entire retail industry. 

As I said, we will have a preliminary and fairly revealing, I hope, 
report by May. 

Mr. Roosrevett. The reason I ask is that it is not your recom- 
mendation, however, that the committee suspend action until we 
receive some results of that survey? 

Secretary MircHe.tyi. Not on my recommendations; no, sir. 

Mr. Hott. Mr. Secretary, some of the retail people have been in 
to see me and made the suggestion, which they made very sincerely 
and constructively, that they feel that their story will be best told 
by this survey itself, or the results, and that the committee should 
well not postpone, but should surely not make any decisions before 
they look at this survey. 

Do you think that is a legitimate request? Will it be that revealing? 

Secretary Mircuety. I believe that our recommendation will 
stand up on the basis of information which we now have, applying 
as it does to large enterprises. 
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Mr. Hour. Thank you. 

Mr. Kewtiey. That report, Mr. Secretary, will be available to the 
committee, will it not? 

Secretary Mrrcne tu. Oh, yes, sir. 

Mr. Kextiey. Mr. Griffin? 

Mr. Grirrin. Mr. Secretary, there has been a lot of talk lately 
about the budget, and the number of Government employees, and so on. 
I would like to have you comment on he ch increased cost that would be 
involved in administe ‘ring the act if it is expanded to the extent you 
he ave recomme nde d 

Secretary Mircnety. Well, Mr. Griffin, the Wage and Hour Divi- 
sion pres sently has an appropriation of $10,900,000 for the current 
fiscal year. 

We estimate that the additional funds required by the Division to 
ag gee our recommendation would be about $500,000. 

Mr. IFFIN. I| see. 

Are you familiar with the bill which my colleague, Mr. Roosevelt, 
and others have introduced, and which Senator Morse, I believe, in- 
troduced in the Senate, and do you have any idea of the additional 
costs that would be involved in administering that bill? 

Secretary Mrrcnuety. Those proposals, as we estimate it, would 
cover some 9,600,000 employees employed in an estimated 200,000 to 
995 OOO establishment. We believe that the additional funds required 
for us to administer such a law would be about 25 percent more than 
we have presently appropriated, which would be about between 2% 
and 3 million dollars. 

Mr. Grirrtn. As the Fair Labor Standards Act now reads the Con- 
gress attempts to regulate in industries engaged in commerce or in the 
production of goods for commerce. As | understand your proposal, 
you are not trying to e xpand on that assumption of jurisdiction by 
the Congress; is that right? 

Secretary MircHeui. That is right, s 

Mr. Grirrin. I am sure that you are familiar with the fact that 
in the other bills which were proposed by Senator Morse and others, 
they would add and make industries covered which not only are 
engaged in commerce or in the production of goods for commerce, 
but which affect commerce. And also in the definition of activities 
which affect commerce, the bill provides: 

An activity affecting commerce includes any activity in commerce, necessary 
to commerce, or competing within the activity in commerce, or where the pay- 
ment of wages at rates below those prescribed by this Act, burdens or obstructs 
or tends to burden or obstruct commerce or the free flow of goods in commerce 

I would like to ask you this question: If you were charged with the 
responsibility of administering that act, can you conceive of any 
business that would not be covered by the term “competing with 
any activity in commerce?’ 

Secretary Mircueiyi. As I said in my testimony, or my written 
statement here today, Mr. Griffin, it would be difficult to conceive 
of any enterprise or establishment that did not come within the 
provisions of that language. 

Mr. Grirrin. In other words, the Federal Government would be 
excluding the idea that there is any commerce, constitutionally speak- 
ing, other than interstate commerce? 

Secretary MircHe.u. It would seem so; yes, sir. 
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Mr. Grirrin. Aside from the fact that you have not recommended 
that the Congress assume all the jurisdiction which it might con- 
ceivably assume under the Constitution, recognizing that in some other 
acts Congress has gone further, what about the practical aspects, aside 
from the costs of it, of administering a bill which would extend to all 
business? 

Secretary Mircueu. It would be very difficult to do administra- 
tively; very difficult. 

Mr. Grirrin. To say nothing of the nuisance and recordkeeping 
that would be involved by all the small business people who would be 
brought under the coverage of the act? 

Secretary MircHeu. That is right, sir. 

Mr. Grirrrin. I am interested in the time and a half provision of the 
wage and hour law. 

As I remember the legislative history of that act, the time and a half 
provision was put in at a time when there was a surplus of labor and it 
was designed to discourage employers from working employees more 
than 40 hours, in order, perhaps, to make more jobs. 

I am opening up a field that I realize you are not particularly aiming 
at, but I just wonder if the fact that at the present time we do not have 
a surplus of labor, but even a shortage of labor generally, is also jus- 
tification for not extending the overtime provisions at this time? 

Secretary MircHeE.. | ‘would not believe so, Mr. Griffin. I would 
rather make the argument, as I have, on the fact that the time and a 
half provision if contained in our recommendation would be very dis- 
rupting to the industry which is being brought in. And I would not 
want to put it on the basis of labor surplus or labor shortage. 

Mr. Grirrin. The regular rate aspect of the Federal wage and 
hour law could cause lots of trouble in applying it to retail industries 
if they had to pay time and a half. I know it has caused a lot of 

trouble with the industries that are covered, the regular rate aspect of 
it. | 

[-think that is all, Mr. Chairman. 

Mr. Ketiey. Mr. McConnell, the ranking minority member of 
the full committee is here. 

Mr. McConnell, have you any questions? 

Mr. McConne tt. IJ am here as an act of friendship to a man | like, 
and that is our Secretary, Mr. Mitchell, and also to learn what I can 
learn. I do not care to say too much because I think the proposals 
go quite a distance more than some of us had recently anticipated. 
I was just studying them over. 

[ think that the coverage has not only been changed because of the 
million-dollar rule, and also the 100 employees, but if you will look 
down the exemptions, | think you will see quite a change in the 
coverage if you study it out. I am trying to figure it all out here as 
I have read over some of the things that I saw from the Senate and 
also from the statements today. 

So I prefer not to make too many comments until I know the 
exact extent of the change of the coverage of this act. 

| do not understand some of the phrases too well and I guess time 
will bring them out. But I do not want to particularly discuss them 
today. I want to study them over more. 

I think a lot of the gentleman who is presenting the testimony and 
for that reason I am here today. 
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Secretary Mircue.yi. Thank you, Mr. McConnell. 

Mr. Ketiey. Mr. Landrum has a question or two. 

Mr. Lanprum. Mr. Secretary, with regard to agricultural workers, 
the Department of Labor is now recommending that we do not dis- 
turb the act as it applies now to agriculture workers. Is that correct? 

Secretary MircuHetu. That is correct, sir. 

Mr. LanpruM. To leave it as it is. 

Secretary MircHe.u. That is correct. 

Mr. Lanprum. Undisturbed. 

Secretary MircHe.u. Yes, sir. 

Mr. Lanprum. I| have one other question which I hope you will not 
interpret as facetious which Mr. Griffin suggested to me when he was 
talking about your budget. 

We all hope that we can cut this budget, and up to now the House 
has been successful in cutting two appropriation bills which have been 
before it, the Treasury and Post Office and the Interior, one by approxi- 
mately 12 percent and the other by about 2 percent, I believe. 

[ noticed with real pride and encouragement that your colleague, 
Mr. Humphrey, after we had cut his budget request, $22 million, 
declined to come to the Senate and request a restoration of that, which 
the Senate too often has the custom of doing, restoring what we cut 
off over here. So I was wondering if the Secretary of Labor, being the 
fine American that he is, and believing in the fiscal stability of this 
country, if we cut his budget, will he also join Mr. Humphrey in 
declining to come and ask us to restore that? 

Secretary Mircneiy. Mr. Landrum, a great deal of care and 
thought and, I hope, wisdom, went into the construction of our 
budget. We are the smallest department in government in terms 
of numbers of employees. We have a job given to us by the Con- 
gress which is the promotion and development of the welfare of the 
workers of this country. 

The budget that we presented is, in my judgment, the fairest, most 
equitable budget we could present in terms of the work we must do. 
I would hope that the House will see fit to give us what we ask. [If it 
does not, Mr. Landrum, I, certainly, because I believe in our budget 
and what we have asked, so long as I have the opportunity, will re- 
quest the Senate to consider the House cuts and restore them. 

Mr. Lanprum. Now, sir, we come to my real question on this. 
You indicated to Mr. Griffin that the extended coverage we are talk- 
ing about here would cause an additional $500,000 expense to you. | 
believe that statement, sir, means that if we did not put an extra 
$500,000 on there, you would still administer the act. Is that right? 

Secretary Muircne.i. No, sir. We could not administer it as 
effectively as we should without it. 

Mr. Lanprum. You would get it administered, though, would you 
not? 

Secretary MircuEe.ti. Not as well as we should do in the interest of 
the employers and the employees concerned. 

Mr. Lanprum. Thank you, sir. 

Mr. Ketiey. Mr. Roosevelt, did you have any further questions? 

Mr. Roosrveit. Yes, Mr. Chairman. 

Mr. Secretary, first let me comment on my colleague’s questions. 
I think it is of greatest importance that we do cut the budget where it 
does not affect the services to which the American people are entitled. 
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And I am proud of your statement and I am very happy to have 
heard you make it. 

My question refers to page 9, sir, of your statement where you refer 
to the special circumstances of agriculture and the industries e ngaged 
in the handling of and processing of agricultural products and fishing. 

We have pretty well covered the agricultural part, but I would 
appreciate it if you would tell me what the special circumstances are 
in relation to the food industry that you feel that they should not be 
included here. 

Secretary Mircue wu. | believe, sir, that the bill the committee has 
before it does not include the fishing industry, either. 

Mr. Roosrve tr. Not the fishing, but I am particularly interested 
in the agricultural products, the food industry part. 

Secretary Mircueiyi. They are so closely associated with agricul- 
ture and its problems that we believe, as I said before to Mr. Landrum, 
the whole area should remain undisturbed. 

Mr. Roosrevevr. Is there not quite a diffe rence? Is it not really a 
manufacturing industry, rather than an agric icultural industrv? 


Secretary Muircne iu. Well, the Pisces ss did a think so in the 
past. Thev felt that the association of the agri ‘al processing 
industr WAS SO closely associated with a ricu li —— His economy 


was so closely associated that the Coneress considered them together. 
And | recommend that that consideration be continued 

Mr. Roosevett. Are you talking about just these seasonal ones or 
are you talking about things that are year-around industries? For 


instance, certain canning industries are vear-around operations now, 


Secretary Muircueuy. I am talking about those agricultural or 
related agricultural industries which are now exempt from the pro- 
visions of the act. We would recommend their continued exemption. 


Mr. Roosrveit. Yes, I understand that, but I am trying to get at 
the reasons for it. 

Secretary MuitrcHELL. Well, because of the economy of the whole 
industry, which seems to me to be of such a nature that perhaps 
serious injury would be done to the industry and to the employees 
of the industry if they were brought in under the act as of now. 

Mr. Roosevett. Mr. Secretary, could you detail that or have 
somebody on the staff detail that? 

As you know several Members of Congress have introduced bills 
at the request of the food industry. I think that I for one would 
appreciate a detailed an: alysis as to what these conditions are because 
of which you feel that they should continue to be exempted or ex- 
cluded. 

Secretary MircuHe.t.. We will be happy to provide you with a 
detailed analysis. 

Mr. McConne.u. Will the gentleman yield? 

Mr. Rooseve tr. I will be happy to. 

Mr. McConne tu. I would like to clarify something. 

I do not know whether I have been misinformed or not. 

My understanding is that under section 13 (a) (5), we have made 
a change in the fishing exemption here. 

Secretary MircHe.yi. You are talking of our legislative language 
now? 

Mr. McConne tu. Yes. Am I misinformed on that? 
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Secretary Mircnetyt. Mr. Kantor, perhaps you have dealt with 
the legislative language a little more. 

Mr. Kantor. The proposal would not apply to offshore fishing 
operations. But onshore the processing of sea food or the assembling 
or distributing of sea food would lose the exemption if the 100-man 
test is met. 

Mr. McConnetu. You have then changed the fishing exemption. 
It is not intact. There has been a change in it? 

Mr. Kanror. Not the fishing, sir: but the sea food processing and 
distributing industry. 

Mr. McConne tu. Well, you have made a change in part (5), have 
you not? 
~ Mr. Kanror. The second half of it which deals with the processing, 
handling, and wholesale distributing of sea food products. 

Mr. McConnetu. Have you not dropped out that “fish, shelfish, 
crustacea, sponges, seaweeds, or other aquatic forms of animal and 
vegetable life’? That has been dropped out, has it not? 

Mr. Kanror. Not taking or the harvesting. 

Mr. McConnetu. In your amendment you say any employee 
employed in the “catching, taking, harvesting, cultivating oo 1a 
of aquatic form of vegetable life,” and skip by all the rest of i 

Mr. Kanror. That was inte ‘nded to mean all of the items that are 
listed. It stops at the processing and distributing on shore. 

Mr. McConnetu. You exclude the “going to and returning from 
work and including employment in the loading, unloading, or packing 
of such products for shipment or in propagating, processing (other 
than canning), marketing, freezing, curing, storing or distributing 
the above products or byproducts thereof.” 

That is all eliminated. ‘The exemption is lost under your proposal. 

Mr. Kantor. May I say this 

Mr. McConne tt. It will be covered, then. 

Mr. Kanror. Actually, as to the employees engaged in fishing, 
they would be exempt. When they do any loading or unloading or 
going to work and coming back that would be all a part of their being 
exempt as people engaged in fishing. 

Mr. MceConnewi. The processing of the seafood on shore and the 
wholesale distributing of it would not be exempt; | am not saying 
whether it should be or should not be. | am just trving to clarify 
what we have done as to this exemption when we say we have not 
touched the fishing part of it at all. I associate that with part of the 
fishing industry. ‘That is what I am trying to bring out. 

Mr. Kantor. The distinction we were intending is the distinction 
between the fishing, propagating, the taking and harvesting. 

Mr. McConne tt. In your summary of how you would extend the 
coverage of the act you do not mention any part of this processing 
group of the fishing industry. 

Mr. Kantor. In the general statement by the Secretary, there are 
listed those which he is leaving entirely undisturbed. And those were 
the various occupational types, agriculture, the handling and process- 
ing of agricultural products, and fishing. But not the processing and 
distributing of fisheries products. 

Mr. McConne.u. You do not understand my statement. 
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On page 8 you have stated here the people who would be extended 
coverage or protection under the act. Nothing is named about any 
group in the processing of fish. That is what I am bringing out here. 

Mr. Kantor. They are covered and exempt. 

Mr. McConnetu. They were not covered under the act and you 
are proposing to make a change to cover them. 

It says here: 

In addition it is estimated that the proposal would extend protection to: 
65,000 employees of Metropolitan Transit Systems; 15,000 telephone employees; 
90,000 seamen; 50,000 employees of the Nation’s largest hotel systems; 30,000 
employees of large taxicab companies, and some 200,000 employees in about 100 
construction enterprises involving activities in many States. 

I am saying that nothing is said in here about extending of the 
coverage to the processing of fish. That is why I was wondering why 
that was left out. 

Secretary MitcHEe.u. May I try to explain why that was left out, 
Mr. McConnell? 

Mr. McConneE.Lu. Yes, sit 

Secretary MircHeLyi. The number of employees that will be brought 
in in the seafood processing, from our research, is very, very small and 
it probably was an oversight on our part in listing them. 

Mr. McConne ut. That is all. 

Mr. Roosrve tr. Mr. Secretary, however, on page 2 of the specific 
language that you have suggested, about which I think Mr. McConnell 
was talking, under the section as to revision of section 13 when you 
say— 

(5) of such subsection which refers to employees employed in the catching, taking, 
harvesting, cultivating, or farming of equatic forms of animal and vegetable life 
that is a removal of an exemption that now exists, is it not? 

Mr. Kantor. If the onshore operations processing seafood and 
wholesale distribution of seafood have 100 employees, then the exemp- 
tion would no longer apply to those processing and distributing. That 
is not new coverage. They have been covered all along and exempt. 

Mr. Roosevett. And exempt. But now are you removing their 
exemption? 

Secretary MircHe.y. If they meet this test. 

Mr. Roosevett. I think that is what my colleague wanted. 

Mr. Horr. Then there are other exemptions. 

Mr. Ketiey. Are there any further questions? 

Mr. Ho tr. I like these examples. 

If a man operates a taxicab company in Detroit and does over a 
million dollars’ worth of business and has over 100 employees he will 
be covered under this act? 

Secretary MircHE.u. Yes, sir, inflow and 100. 

Mr. Roosevett. Will the gentleman yield? 

Mr. Hor. Yes. 

Mr. Rooseve.t. Going into a little bit of detail now on the question 
of telephone exchanges, I would like your interpretation of this act. 
and I want to use a specific example. 

The General Telephone Co. I guess is the largest independent out- 
side of the Bell System. Would you apply the act to mean that this 
would apply to all of their exchanges in small areas and lump them 
together so they would all be inc Juded now? 
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Secretary MitcHe.t. In the enterprise test, if they meet these two 
criteria, yes, sir. 

Mr. Rooseve tr. Obviously, if you take it as a whole it will apply. 

Secretary MircHeE.u. Yes, sir; it will apply. 

Mr. Roosgvetr. Do you think that there is any question that there 
might be some areas where a subsidiary of General Telephone, which 
would not apply if the standard were put specifically and only to them, 
might well be forced out of business? 

This has been proposed to some members of the committee, that 
this would mean the loss of telephone service in some of the rural 
areas because the cost of operation would be so increased that they 
would be unable to sell their services. 

Secretary MircHe yi. Our figures do not indicate so. 

Mr. Roosevetr. Have you some detailed information on that that 
you could provide the committee? 

Secretary Mircue.ti. We will provide the committee with what- 
ever we have, yes, sir. 

Mr. Roosevett. Thank you. 

Mr. Hour. I have another question. 

Mr. Kewtiey. Mr. Holt? 

Mr. Hour. I want to make sure, and I like to use examples and I am 
back to my man in the taxicab business in Detroit. 

What if he buys his taxicabs in Detroit in a factory there. He is 
not engaging in interstate commerce. 

Secretary MircHE.u. He is not covered. 

Mr. Hour. So a taxicab company in my town—and I do not know 
how many employees they have or how many cabs they have—might 
be covered because they buy their taxicabs across State lines. 

Secretary MircHe ty. That is right. 

Mr. Hour. Are we not giving the man in Detroit the advantage 
over my man in Los Angeles? 

Secretary Mircueuy. Well, of course, this law has a great many 
arbitrary provisions, Mr. Holt. But if you are going to stay with, as 
we have tried to do here, the concept of interstate commerce, then 
you are going to find unusual examples of the kind that you recite. 

Mr. Hour. The thing that concerns me is that a lot of these things 
are manufactured in some particular place. And that gives somebody 
in that particular area an advantage over somebody else. Somebody 
might move to the source where something is manufactured. 

For instance, if my person buys his taxicabs from an assembly 
plant in Los Angeles, is he exempt? Or because he buys something 
that is put together in Los Angeles that might have come from Detroit, 
is he covered because of that? 

Do I make myself clear? 

Secretary Mircue uy. I understand what you mean; yes. 

I am trying to think how our substantially engaged in interstate 
commerce 

Mr. Hour. That is our whole problem of a definition. There are 
plenty of them. It is as bad as the definition of a modern Republican. 

Secretary Mircuety. Mr. Holt, I could take that on if you want 
me to. 

Mr. Horr. Let’s put it this way: I think you are a modern Secre- 
tary of Labor. 

Secretary Mircueiyt. Thank you. 
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Mr. Hour. But go ahead. 

Secretary Mircuety. Well, I think that as to these examples that 
you cite, if we establish the substantiality of engagement in interstate 
commerce, by these two tests, then perhaps by interpretation or 
regulation these individual examples that you recite would have to 
be taken care of. 

Mr. Hotr. That is where I get to the crux of it whenever we set up 
these laws around here. I always think of what is going to happen 
15 years from now when I am not around or somebody seek is around. 
We set up a law and it is administered by human beings and the 
administrators change from time to time. I want to know what I 
am doing very thoroughly. That is why I have asked the question 
before about some of the problems the administrator has. Perhaps 
we should call him at a later time to find out. 

Secretary Mircueuyu. I would appreciate it, Mr. Holt, if you would 
care to do it, if you would give me a list of some of these unusual 
examples and then we will examine them in relation to our proposal 
and give you our opinion as to what it would 

Mr. Hour. In other words, in administration you have decisions 
and you stick by the original decisions made when a new one comes 
along, and this woul i be an official decision. 

Si cretary Mircneny. That is right 

Mr. Horr. I do not expect you to answer them today because we 
have got to start somewhere. I think my questions are too detailed 
and phri —_ probably not too nai anyway. I will submit to you a 
list and get an answer so that I can put the answer into the record, 
if I may. 

Secretary Mircuety. All right, sir. 

Mr. Horr. Thank you. 

Mr. Landrum. Mr. Secretary, the law as it now applies to tele- 
phone companies, as I understand it, exempts those independent 
companies, or those companies with no more than 750 stations, is that 
correct? 

Secretary Mircne.y. 750 is correct, sir; switchboard operators in 
such exchanges are now exempt. 

Mr. Lanprum. Do I understand your recommendation to mean 
that those exemptions are to go out the window? 

Secretary Mircuety. Not all of them, no, sir. It would mean that 
as to the example Mr. Roosevelt recited, the General Telephone Co., 
if it met as an enterprise these two criteria, the employees would not 
be exempt in the same way, sir, that the employees, none of the em- 
ployees of the American Telephone & Telegraph Co., no matter how 
small a board was being operated, would be exe mpt under our pro- 
posal because of the size of the enterprise. 

Our coverage proposal would not affect a completely independent 
telephone company that did not meet these two criteria of 100 em- 
ployees and a million dollars inflow. 

Mr. Lanprum. That is combined. 

Secretary MircHeti. Combined, yes, sir. 

Mr. Lanprum. You are not proposing to throw out the 750 station 
criterion at all? 

Secretary Mircue.tu. Yes, we are proposing a new criterion for 
telephone operators. 

Mr. Lanprum. Which would eliminate that? 
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Secretary MrrcHe.ui. Which would eliminate these 750 stations. 

Mr. Lanprum. Let’s see, Mr. Secretary, what you are about to do 
here. 

You know we have downtown the rural telephone loan program and 
under that, which some of you modern Republicans have adopted, a 
number of small telephone companies throughout the country, have 
now started a program of expanding into the rural areas. 

Let’s take a telephone company by the name of Standard Telephone 
operating today in city A, but they also have franchises in four other 
cities, county seats in surrounding counties. 

In city A they would not have 750 stations and neither would they 

have 750 in either one of the others. But by a combination of them, 
you would get beyond your 750 stations. 
* You might also, by totaling the employees, reach the 100-employee 
criterion, and it is conceivable, with the present income level, that 
you could meet the million-dollar criteria of income. I assume you 
mean a million dollars as to the statements sent out, including regular 
subscription rates and long distance. 

Secretary Mrrcueii. No; for new coverage we are talking about 
$1 million inflow of merchandise across State lines, not sales. 

Mr. Lanprum. Wait just a minute. The telephone company is 
not going to sell but one thing, Mr. Secretary, and that is a service, 
the communication over its lines. It is not going to sell merchandise. 
these telephones are never sold, as we all know. 

How else can they meet that criterion? 

secrecary Mircne i. Well, the telephones are necessary in the per- 
formance of that service. 

Mr. Lanprum. Wait. One of us is not clear here. I am talking 
about the exemption of the telephone companies themselves from the 
provisions of this act. 

Secretary Mrrcnevt. Well, may I go back. Our inflow proposal 
does not take cognizance of the 750 station exemption as it is presently 
in the law. Our coverage proposal has two criteria: 100 employees 
and $1 million inflow. 

Mr. LanprumM. It is a combination, not an ‘‘or.”’ 

Secretary MrrcHecy. No; it is “and,”’ it is a combination. 

If a company met those two criteria it would be covered. 

From our research presently there are only three big companies that 
would be covered by our dual proposal. Do you know the names of 
them? 

Mr. Kantor. No; I do not. 

Secretary Mircuetu. The Bell Telephone Co., Southwestern Tele- 
phone, Mr. Brown tells me and—is it General Telephone? 

We can provide the names of the companies that would be covered 
under our proposal. 

Mr. Lanprum. Please do so. 

Secretary MircHe.u. Yes, sir. 

Mr. Lanprum. I do not want to belabor this point, but I want to go 
one step further. Just where is the money coming from by which you 
are going to measure this million dollars as to the telephone company? 
Where is that coming from? From the sale of what? 

Secretary Mircuetu. That would come, under our proposal, on 
the inflow proposal rather than the sales proposal, from the value of 
the goods that a telephone company bought across State lines in order 
to perform the service that it does. 
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Mr. Lanprem. All right. That is exactly what I want to get for 
the record. 

Now we come back to my Standard Telephone Co. which is ex- 
panding into the mountainous areas of north Georgia, let us savy, 
where we are beginning to grow a little bit and have some rural tele- 
phone service. It is easy to see how such a company, in expanding into 
4 or 5 different counties, can purchase far more than a million dollars 
in equipment, and they would purchase it from across State lines. 
You immediately subject that telephone company to coverage under 
this act. 

Secretary Mircue uy. If it has 100 or more emplovees. 

Mr. Lanprum. Yes; if it has 100 or more employees, because it 
bought that much equipment. 

Secretary MircHeuyi. That is right. 

Mr. Lanprum. Yet it bought that equipment with money it bor- 
rowed from the Federal Government under the rural telephone loan 
program. When you do that you are going to make that local owner 
and operator raise his rates, he will have to go to the Public Utilities 
Commission in the State that fixes his rates, and immediately the 
rural people are going to back off and you will lose the station and 
make an insecure loan down here. And you will absolutely stop in 
its tracks the growth of a thing which I have come to feel is imperative 
in our ent -day life. 

My own belief now without further study, is that you are mane 
a serious mistake in suggesting that such criteria apply to independe 
telephone companies. 

Secretary MircHe_yi. May I point out that the legislation before 
the committee goes much further than this. 

Mr. Lanprum. How is that, now? 

Mr. Rooseve tt. Other legislation. 

Secretary MircHe.y. Other legislation. 

Mr. Lanprum. One thing at a time is all I can handle. We will 
come to that later. 

Mr. Keuuiey. Are you through? 

Mr. Lanprum. Yes. 

Mr. Keuiey. Mr. Holt. 

Mr. Hour. Getting to my General Telephone Co. out in California 
I do not know where the telephone company equipment is manufac- 
tured. But referring again to my taxicab man out there, I know you 
are not discriminating against California. 

Secretary Mircue tit. Why don’t you include that in your exam- 
ples, Mr. Holt? 

Mr. Hour. All right, | will. I am just letting you know early that 
that will be in there because we have a problem. We buy a lot of our 
stuff back here. 

Mr. Roosrvettr. Mr. Chairman, may I ask one more question? 

Mr. Kewuey. Yes, sir. 

Mr. Roosrve.tr. Mr. Secretary, this hasn’t any direct bearing on 
what we are discussing, but I may not get a chance to ask it of you 
again so I would like to do it now. 

On the 17th of October in a speech which you made you asserted 
that Democrats had thwarted a proposed revision of the 8-hour 
laws to provide for overtime for a 40-hour week on Federal construc- 
tion work. 
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Do you still want us to provide that overtime prov ision? 

Secretary MircHetu. Oh, yes, sir. I think the Congress has before 
it the legislation that we pressed for last year, and I would hope that 
the Congress would act favorably on it this year. 

Mr. Roosevexr. And this will not be inflationary either? 

Secretary Mircue.u. No, not in the construction industry. 

Mr. Rooseve.t. Thank you, sir. 

Mr. Ke.iey. Mr. Graham, you had a question you wanted to ask 
the Secretary, did you not? 

Mr. Grauam. Is the language you submitted to the Senate going 
to be the same language, Mr. Secretary, that you will submit to this 
committee? 

Secretary MircHety. We may have some minor editorial changes or 
tvpographical changes. It is tentative language, Mr. Graham, which 
we would be very happy to go over with you. 

Mr. Granam. I was wondering, though, inasmuch as a lot of this is 
subject to interpretation by the ‘Solicitor’s Office of the Department, 
and presume they had at least some ideas in the drafting of this, 
whether they could supply to the committee before action is ‘taken on 
legislation their definitions of certain phraseology that appears in this 
draft copy. 

Secretary MitcHe.i. Would you give us the phraseology you want 
defined, and we would be very happy to do it. 

Mr. Granam. Could that be submitted by letter? 

Secretary MITCHELL. Yes. 

Mir. Granam. Then with regard to the language submitted to the 
Senate concerning the exemption section, section 13 of the act, that 
section is modified to extend that, in many instances, if the employer 
has 100 employees, regardless of whether he does a million dollars’ 
worth of business. Some of the present exemptions are lost, is that not 
correct? 

Secretary MitrcHeiyi. That is correct. As I recall it, there are two 
provisions now with regard to certain tests that employers meet. 
We are adding this third one in order to bring in the employees of 
that emplover who would be deemed to be in interstate commerce. 
The number of employees so affected, I think, is very small. It is 
smal! and difficult to estimate, but we could give you some estimate 
of that. 

Mr. Granam. In line with that, Mr. Secretary, the exemption 
concerning local retail capacity has been removed. Is that not 
correct? 

Secretary Mircueny. Mr. Kantor can answer that. 

Mr. Kantor. Yes, sir; it has, for enterprises with 100 or more 
emplovees. 

Mr. Granam. Therefore, it would cause the employee to lose his 
exemption if the concern for which he worked was engaged in com- 
merce and hired 100 employees. Is that correct? 

Mr. Kanror. That is correct, sir. The employees who are exempt 
solely because of the phrase “local retailing capacity’ in 13 (a) (1) 
are the employees of a factory outlet on a street front of a whole- 
saler’s street-front store. There are very few in number altogether 
who are exempt under section 13 solely because of that provision. 

Mr. Granam. But they are mainly exempt because of the blanket 
provision of the retail exemption. Is that not correct? 
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Mr. Kantor. That is right. And in proposing the bringing of the 
large retail enterprises under coverage, it is necessary not to have a 
conflicting provision in 13 (a) (1), under which they might still appear 
to be exempt even though they were in the large enterprises substan- 
tially engaged in interstate commerce. 

Mr. Granam. Going along just a little further on this retail propo- 
sition, and I will not belabor it, if for example a common interest 
owns a wholesale house employing 10 people that has a retail outlet 
or outlets employing 90 people, even though the total business is 
less than a million dollars, those 90 local salespeople would be covered 
under your suggested language, or would lose their exemption 
rather; is that not correct? 

Mr. Kantor. No, sir. They would lose the exemption. But if 
the enterprise as a whole does not meet both of those tests then only 
those employees who are themselves engaged in interstate commerce 
have to be paid under the requirements of the law. Most of thos 
retailing employees might still not be doing any work in interstate 
commerce, 

Mr. Grauam. | donot believe I made my self clear, 


Mr. Kanror. I am sorry if 1 misunderstood the question. 

Mr. Granam. I have got this one other questior Prior to the 
exemption of 1949 the laundry business was in and out of coverag 
many times. Is that not correct? 


Mr. Kantor. I do not believe there was any change in coverage 
There were, I belie oe some court decisions that shifted their position 
with regard to the law. 

Mr. Grawam. But if a laundry Is occupied in doing work on a 
contract with a factory, such as the washing of overalls, the employees 
that are engaged in the handling or processing of these overalls of the 
laundry would. if they lost the present exemption, be considered to be 
doing work necessary to the production of goods for commerce; is 
that correct? 

Mr. Kantor. | believe that would be the case if they are now 
doing it. 

Mr. Grauam. They are now totally exempt. 

Mr. Kantor. If the work that they are doing now is covered 
under the present language and the exemption is removed, then they 
would have to be paid the dollar. 

Mr. Granam. That is what I wanted to find out. 

Mr. Ketuey. Mr. Ayres? 

Mr. Ayres. Under your proposals, Mr. Secretary, is there the 
possibility that we would be moving into various fields where the 
employees are already organized and have established a pay scale 
through negotiations? 

Secretary Mircue i. That question was asked before, Mr. Ayres, 
and I answered it this way, that many of the employees that we pro- 
pose to cover, or some of the e mployees that we propose to cover, are 
now organized and members of unions which bargain collectively 
with their employers. But I believe that the majority of the em- 
ployees that we propose to cover are probably unorganized. 

Mr. Ayres. Now, in the field of services such as waiters and wait- 
resses, I understand that one of the leading restaurants here in Wash- 
ington pays their waiters 25 cents an hour. The waiters are organized. 
In fact, just the other evening one of them talked to me, knowing 
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that I was on this committee. They fight to get these jobs at this 
particular restaurant with 25 cents an hour because usually at a table 
of 4 the bill is around $15 to $20 and they will pick up a couple of 
“oll: ars in _ for an hour and a half’s work. Each waiter is assigned 

4 tables and they can make from $12 to $15 in the 5 hours that they 
vee at this particular restaurant. 

They do not want us fooling with this because they are of the 
opinion that if they are raised to a flat figure the word will get around 
that they are very well paid and the tips will drop off. 

Secretary Mircneiy. The law now provides, Mr. Ayres, that the 
gratuities should be considered in determining the minimum wage. 

Mr. Ayres. Having been a waiter in college, it is awfully easy to 
have two pockets to put that tip in. 

Secretary Mircueuy. Yes. | have never been a waiter in college, 
but I have had something to do with the management of restaurants, 
and that is always a problem. 

However, the professional waiter may have a greater degree of 
ethics than the college waiter; I would not know. I think that 
generally the amount, the average tip that a waiter or waitress gets 
in the kind of restaurant that is being operated can be pretty well 
determined on the basis of the average check. 

Mr. Ayres. But if we get into this deal and find that the average 
waiter or waitress that belongs to the waiters’ and bartenders’ union 
is not interested, what then? My mail has indicated and my personal 
conversations have indicated that they are not interested because they 
are afraid the word will get around that they are paid well and there- 


fore the tips will drop off. At the present time I think the general 
impression is left that a waiter depends on his tips. But if that 
feeling should change, and they think he is paid well and the tips 


drop off, he is worse off with the anmuaiie we would be affording 
him, 

Secretary MircHeuy. | do not think they would be. 

Mr. Ayres. That ts all. 

Mr. Ketuey. Are there any further questions? 

Mr. Roosevetr. Yes, Mr. Chairman. 

Mr. Ketiey. Mr. Roosevelt. 

Mr. Rocseveur. Mr. Secretary, 1 want to go back to something 
we talked briefly about before. On that same 17th of October you 
said that Congress in that session, the 84th, refused to extend the 
minimum wage to millions of additional workers who needed protec- 
tion. Now, you have also told us that of this 244 million that you will 
bring under the act through your proposal, 2,100,000 are getting the 
minimum wage, so we are only protecting an additional 400,000. 

Now, where are the rest of these millions that on October 17 you 
wanted to protect? 

Secretary Mircue iu. Mr. Roosevelt, as I pointed out several times 
before, we are suggesting or recommending the coverage or protection, 
whichever word you want to use, of some 2,500,000 additional people 
under the provisions of the act. 

Mr. Roosgevett. Of which 2,100,000 are now getting the minimum 
wage. 

Secretary MircHe.ui. But they are not protected or covered by 
the act, in the same way that of the 24 million who are now protec ‘ted 
and covered by the act, when Congress raised the minimum from 75 
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cents to a dollar, less than 10 percent benefited from that increase, 
although all of the 24 million were covered and protected by the act. 

Mr. Rooserve tr. In other words, you do not think that there are 
millions more who actually need the raise? 

Secretary MircHe.u. I say again that we are recommending the 
protection and the coverage of the act for 2,500,000 people. 

Mr. Roosrvetr. Yes, sir. But, I re peat, there are 2,100,000 
who are now protected from the point of view of the facts of the case 
where they are getting the minimum wage. 

Secretary MircHety. But they are not protected by the act. 

Mr. Roosrevett. They are not protected technically by the law. 

Secretary MircHeuy. That is right. 

Mr. Roosrvetr. And you want to protect them? 

Secretary MircHe.u. Yes, sir. 

Mr. Roosevetr. Are there other millions who need their basic 
wage increased from an economic point of view or is this 400,000, in 
your opinion, all that need the additional increase in the minimum 
wage? 

Secretary Mircue.u. In our opinion, the 2,500,000 that we recom- 
mend coverage for is as far as we would recommend this coverage to 
be extended, keeping in mind the provisions of the law that (1) the 
Congress is concerned with interstate commerce as defined in the law, 
and keeping in mind also that the law specifically states that its effect 
shall not cause undue unemployment or disruption of business. 

And in our opinion this proposal that we make goes as far as one 
should go with those provisos in mind. 

Mr. Roosevett. Now Mr. Secretary, if in future testimony we are 
presented with a request for additional people to be covered in order 
that the numbers not receiving the minimum wage may be increased 
because they are receiving less than the minimum wage and less, there- 
fore, than any equal opportunity to have a decent American standard 
of living, it is my understanding that you will present to us in detail 
why these people would lose their jobs and unemployment would be 
be increased, and they would lose their jobs altogether, if we accepted 
the proposals which undoubtedly will be proposed to us in future 
testimony? 

Secretary MircnHewy. I did not have an understanding that | 
would present that kind of information. However, I would be very 
happy to comment in writing on any proposals such as you suggest 
and to give you reasons for our opposition to them. 

Mr. Roosrvett. Thank you, sir. 

I think that is what the committee would like. 

Mr. Ketitey. Mr. Thompson, would you like to ask anything? 

Mr. THompson. No. 

Mr. Keuiey. Are there any further questions? 

Mr. Secretary, on behalf of the committee, I would like to say we 
are very grateful to you for coming here today and giving us your 
testimony. I am sure it will be very helpful to us. 

Secretary Mircure.yt. Thank you very much, Mr. Chairman. 

Mr. Ketiry. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 11:55 a. m., the subcommittee was recessed to be 
reconvened at 10 a. m., Wednesday, March 6, 1957.) 
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WEDNESDAY, MARCH, 6, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS OF THE 
COMMITTEE ON EpuUCcATION AND LABOR, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 
429, Old House Office Building, Hon. Augustine B. Kelley (chairman 
of the subcommittee) presiding. 

Present: Representatives Kelley (presiding), Landrum, Roosevelt, 
Teller, Holt, Ayres, and Griffin. 

Staff members prese . Fred G. Hussey, chief clerk; John O. Gra- 
ham, minority clerk; James M. Brewbaker, general counsel; and 
Russell C. Derrickson, chief investigator. 

Mr. Ketiny. The committee will be in order. 

This morning I believe we have the representative of the AFL-CIO, 
Mr. Biemiller. 

Mr. Biemiller, you may identify yourself for the record and proceed. 


STATEMENTS OF ANDREW J. BIEMILLER, DIRECTOR, LEGISLATIVE 
DEPARTMENT; STANLEY H. RUTTENBERG, DIRECTOR, OF RE- 
SEARCH; BERT SEIDMAN, ECONOMIST, RESEARCH DEPART- 
MENT; AND WILLIAM TYSON, OFFICE OF THE GENERAL COUN- 
SEL, AMERICAN FEDERATION OF LABOR AND CONGRESS OF 
INDUSTRIAL ORGANIZATION 


Mr. Bremititer. Mr. Chairman, for the record, my name is Andrew 
J. Biemiller. I am director of the legislative department of the AFL 
CIO, with offices at 815 16th Street NW., Washington, D. C. 

Mr. Chairman, I appreciate the opportunity to appear before this 
subcommittee to present the recommendations of the American Fed- 
eration of Labor and Congress of Industrial Organizations for exten- 
sion of the coverage of the ‘Fair Labor Standards Act to millions of the 
low-paid workers now unjustly denied its protection. 

Let me say at the outset that the AFL-CIO enthusiastically sup- 
ports H. R. 4575, the bill introduced by Congressman Kelley, the 
distinguished chairman of this subcommittee. We believe that H. R. 
4575 is both eminently fair and thoroughly practicable. Its enactment 
would not only raise the wages and improve the living standards of 
millions of the forgotten families of the Nation; it would also help to 
bolster the purchasing power which is the lifeblood of our economy 
and thereby strengthen the entire structure of our economic life. 
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The members of this committee should consider what happens to 
the $40 a week received by workers who receive the bare minimum. 
I assure you it is not buried under a mattress or invested in yachts. 
It is spent. It is spent fast on food and ¢ lotbing and other necessities 
of life. The farmer, the merchant and the whole of American industry 
have prospered from the expanded purchasing power made possible 
by the Fair Labor Standards Act. That purchasing power is the fuel 
that makes the wheels go round. 

If there were any actual danger that enactment of H. R. 4575 would 
have a damaging effect upon American business and industry, the 
AFL-CIO would not come before this committee to support it. 

We are not in business to put business out of business. Our interest 
is to create more jobs, not to destroy « cisting ones 

We bel eve that to kes p pace with our erowlng p pulation and its 
growing needs, industry and the employment opportunities it affords 
must also expand in fact, at a greater rate than at present. 


ne weak spot 1n our economy, as we see it, 1s the continued exist- 


ence ol substandard wages and roses Fr CC nditi among too Many 
milllic ns of Americans who are taus rabl l¢ to ie and consume what 
they need To that extent and aad extent only we have a selfish 
interest in advocating this legislation. But it is precisely the same 
interest that every responsible ( mploy er, farn er, 2 nd Government 
official should have 


Of course, H. R. 4575 deals with only one aspect of the Fair Labor 


Standards Act. the question of extension ot the coverage ot the law. 


This law needs improvement in other respects. The statutory mini- 
mum wage s ould De raised to at least $1.25 an how 

Consideration should he oO] 1) also. in the lient of tremendous 
improvements in productivity as well as the onset of automation 


and the peaceful use of atomic enerev, to reduction of the maximum 


work week unade r the law However, we agree wit! the chairman that 
extension of the law’s coverage to all workers now denied its protec- 
tion 1s the most urgent obj ctive Th reiore, we will not at this time 
attempt to state our views regarding other desirable changes in the 
law 

Returning then to the question of coverage, let me say that | 
intend to deal only with the broad issues. Mr. Stanley H. Rutten- 


here, director of the department of research of the AFL iQ. 1S 
here with me this morning and will present, in greater detail, the 
economic, statistical and technical aspects of the problem 

We have been gratified by the apparent recognition by leaders of 
both parties of the need for broader coverage of the Fair Labor 
Standards Act. Indeed, public pledges to obtain legislation to extend 
this basic protection have been made by the President, the legislative 
leaders of both parties, and the parties themselves in their 1956 
platform. Therefore, we fully expected that only the die-hard groups 
that year aft ter year and decade after decade have opposed every 
advance in legislation to protect workers would fight proposals to 
extend the minimum wage. 

We had good reasons to expect nearly unanimous endorsement of 
extension of coverage under the act. Let me briefly mention what 
these reasons were: 

1. Millions of the workers not now covered are eking out a bare 
existence, not a real living. This is a shameful situation which is 
certainly contrary to every American standard of decency and justice. 
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The States have all but completely failed to provide workers 
not covered by the Fair Labor Standards Act a decent minimum wage. 
3. Despite the crocodile tears that are being shed for the firms that, 
for the first time, will be required to pay their employees the minimum 
wage, every time minimum wage extension has been enacted under 
either State or Federal law the overwhelming majority of employers 
have been able to adjust to the higher minimum wage with very little 
dislocation. 

Let me discuss these points in order. 

First, what is the picture of coverage under the existing law? 

About 20 million workers are now exempt from the law’s protection. 
Of this number, about one-half—slightly more than 10 million 
workers—are engaged In intrastate commerce, in small business firms 
and in other small enterprises which are beyond the practical scope of 
the administrative regulation. 

The remaining 10 million workers are employed in interstate enter- 
prises, clearly within the Federal jurisdiction. ‘These employees are 
truly the forgotten men and women in our economy. ‘They are the 
chainstore clerks, the workers employed in large hotels, laundries, 
restaurants, workers in large canneries, and workers employed on 
large farms aptly termed factories in the field. 

Most of the low-paid workers in these uncovered industries have 
the protection of neither the law nor trade-union organization. Their 
employe rs pay them as little as they possibly can. Humanitarianism 
and simp le justice _ tate that these e xploite “| workers are entitled to 
the protec sion of the Fair Labor Standards Act. 

As the ae of this committee know, it is the basic purpose of 
the Fair Labor Standards Act to eliminate ‘‘conditions detrimental to 
the maintenance of the minimum standard of living necessary for 
the health, efficiency, and general well-being of workers.” 

The act fails to meet this objective as long as millions of workers 
are heii r paid less than 540 a week. According to the U nited States 
Department of Labor, a “modest but adequate” standard of living 
would require more than twice this amount. State surveys show that 
a single woman worker with no dependents needs an hourly rate of 
$1.28 just to provide for her minimum needs. 

How do workers not covered by the Fair Labor Standards Act 
manage to live on less than $1 an hour? In an attempt to find out, 
the AFL-CLO sent research teams into three typical communities in 
scattered areas of the country— Asheville, N. C., Springfield, Mo., and 
Pottsville, Pa.—to investigate and to find out in human terms, not 
simply cold statistics, the wages’ being paid to saciid workers and 
how families live on wages less than the present minimum wage. 

[ won’t attempt to give vou all the detailed cases. I could refer to 
wages in Asheville, N. C., of 39 cents an hour for a 58-hour week for 
a drugstore clerk; or in Springfield, Mo., of a hotel dishwasher em- 
ployed at 48 cents an hour for a 7-day week of 56 hours; or of the 
department store employee in Pottsville, Pa., who works for as little 
as 66 cents an hour. 

It is frequently claimed that a lot of the uncovered workers tend to 
be high school girls earning a few dollars after school, or wives earning 
pin money to supplement their husbands’ incomes. Our investigators 
found that a large proportion of the workers, both men and women, 
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now denied minimum wage protection are trying somehow to support 
families on their terribly meager wages. 

You may wonder how such families live. Let me assure the mem- 
bers of this committee that a family whose breadwinner receives less 
than $1 an hour doesn’t really live. That family just barely exists. 

Some opponents of extension of minimum wage coverage may 
contend that this measure is an invasion of the prerogatives of the 
States. We think that this is a specious argument. 

It was in 1938 that the Congress decided that workers in industries 
affecting commerce had the right to this minimum protection as a 
matter of public policy. It is a determination that has been sustained 
by the courts. ‘There is ample precedence as well in other laws now 
on the statute books. 

We submit that in the 19 years since this act was passed the States 
have had plenty of opportunity to demonstrate good faith in this field. 
The fact is that since 1938 only 5 States have enacted new minimum 
wage laws, and, of these, 4 became law during the past 2 years. 

Whot is the situation in regard to minimum wage laws in the several 
States and Territories? Here is the boxscore: 

Only 8 States have minimum wage laws applying to both men and 
wsmen workers. 

Twenty-one States have minimum wage laws applying only to 
women workers. In some of these States the law applies only to 
women workers in specific industries. 

Twenty-three States have no minimum wage law whatosever in 
effect. 

In those States having minimum wage laws the protection is as 
low as $1.25 per day in Arkansas. 

Generally speaking, it is honest to say the States have ignored this 
basic need of the people for protection against unfair pay levels. 
State legislatures have closed their eyes to “the suffering inherent in 
substandard w ages; they have been callous to the inhumanity of sweat- 
shop conditions. 

The doctrine of States rights must not be used as a shield against 
the indefensible violation of the rights of millions of workers and 
their families. That the Congress first said when it enacted the 
Fair Labor Standards Act in 1938. 

When all else fails, those who fight coverage cry out that the firms 
now exempt will go out of business if they have to pay the minimum 
wage. They claim that wages must be held at substandard levels 
because the y assert productivity is low in uncovered industries 

This is the old familiar refrain we hear each and every time a pro- 
posal is made for progressive social legislation. But the facts are 
entirely contrary to the contention. Productivity in most un- 
covered industries has been expanding in recent years. This is true 
in retail trade and service, in agriculture, in agricultural processing 
and other industries now exempt. However, to the extent that pro- 
ductivity in uncovered industries still lags behind other parts of the 
economy, much of the blame must be assigned to the low wages paid. 

In its testimony before the Senate subcommittee, the United States 
Chamber of Commerce contended that low productivity “is the real 
cause of low pay” in uncovered industries. 

Actually, just the opposite is true. Low productivity is the result, 
not the cause of low wages. 
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lf decent wages were paid in the industries now uncovered, in- 
creases in efficiency would more than offset any increases in costs 
resulting from higher wages. In fact, this has been precisely the 
experience in past instances when the minimum wage has been in- 
creased, 

Studies of the aftereffects of minimum wage increases demonstrate 
a record of successful adjustment by the industries affected. This 
was the experience, as shown by Department of Labor studies, when 
the minimum wage was raised from 40 cents to 75 cents in 1950. 

This experience has been duplicated in the past year when the mini- 
mum wage was increased to $1. This was indicated by Secretary of 
Labor Mitchell when he answered questions before the Senate com- 
mittee the other day. It is also shown in the figures of the Bureau of 
Labor Statistics. These figures indicate that in the areas with the 
largest proportion of workers earning less than $1 an hour before 
March 1956, wage increases have been more than average, and em- 
ployment, rather than dee lining, has actually increased. 

The chamber of commerce also commented that extension of the 
minimum wage “will have an inflationary effect on the Nation’s 
economy.” 

low much of an inflationary impact on the economy would result 
from extension of coverage as proposed in H. R. 4575? 

We have estimated, even if there were no other compensating ad- 
justments, the maximum impact of extension of coverage to retail 
workers would be equivalent to a one-half percent increase in the 
consumer price index. 

We estimate that the maximum impact of extension of coverage to 
all groups provided for by H. R. 4575 would be the equivalent of an 
increase of about 1 to 1% percent in the index. 

Certainly this is a very small price to pay to assure minimum stand- 
ards of health and decency to millions of low-paid workers and their 
families. 

We are confident that this committee and the Congress will reject 
the unrealistic contention of employers who claim inability to pay 
the minimum wage, and who piously assert, without adequate proof, 
that extension of coverage would result in injury to the economy. 

We are more concerned about the opposition that has come from 
quarters giving lip service to the basic objectives of this legislation. 

It is now 2 years since President Eisenhower stated, in response to 
questions on extension of the minimum wage coverage at a White 
House press conference— 

We wanted to put our emphasis, if this were possible, on the spreading of this 
minimum wage rather than raising it, because the minimum wage today, in any 
covered industry, affects very few people. But there are many, many thousands 
living who are not covered by the minimum wage field at all. 

This statement greatly encouraged us, and we were more encouraged 
when he reiterated this view in his state of the Union messages, and 
when Secretary of Labor Mitchell also publicly advocated extension 
of coverage of the Fair Labor Standards Act. 

We were, therefore, extremely disappointed and surprised when 
the Secretary of Labor finally disclosed the long awaited proposal of 
the administration. To put it bluntly, the administration’s proposals 
are not only too late, but, even worse, they are far too little. 
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We analyze the Secretary’s proposals as follows: 

1. Minimum wage coverage would be extended to about 2,500,000 
additional workers, but only about 400,000 of these are not getting 
less than $1 an hour. 

2. Maximum hour protection would continue to be denied these 
workers. 

. The other 7,000,000 workers, who would be covered under 
H. R. 4575, would still be left outside the pale. 

The extremely limited extension of the mimimum wage coverage 
by the Secretary’s proposals stems from a_ technical and narrow 
definition of interstate commerce as well as the Secretary’s failure to 
deal with certain exemptions entirely removed and modified by H. R. 
4575. 

As you know, H. R. 4575 would continue to exempt from coverage 
of the Fair Labor Standards Act any retail or service enterprise 
having less than 5 branches and doing a gross annual business of less 
than $500,000. This means that any firm with annual sales of less 
than $500,000 or with fewer than 5 branches would be considered 
small business, and, thus, its employees would remain outside the 
scope of the act. 

We believe that, if anything, this is a rather generous definition of 
small business. 

We are willing to support continued exemptions for small-business 
firms because we are of the opinion that the Federal Government 
should not exercise the same regulatory powers over the Main Street 
grocery store or the neighborhood independent drugstore that it does 
over the ls arge ¢ ‘hainstore. 

The Secretary of Labor has proposed, however, a much more re- 
strictive type of coverage. If his proposal should be adopted, only 
firms with $1 million or more of incoming merchandise or supplies 
moving across State lines would be covered. 

Now this is a very tricky standard that the Secretary has proposed. 
Of course, he is talking about $1 million, not a half million dollars. 
But this is by no means the major difference between his proposal and 
H. R. 4575. Bear in mind that the Secretary’s proposal is based not 
on sales, but on supplies bought at wholesale prices, which are about 
40 percent of the retail price. Thus, the Secretary of Labor’s $1 
million of purchases is equivalent to $1,600,000 worth of sales. 

But the Secretary goes even further. Regardless of the amount of 
the firm’s purchases or sales, no firm would be covered unless it had 
at least 100 employees. 

Now there is nothing to justify the number of employees as an 
appropriate test of coverage. The effect of a firm’s business on inter- 
state commerce is not measured by the number of its employees. 
Therefore, Congress has never established employment as a criterion 
for coverage by the Fair Labor Standards Act. 


This is not all. The Secretary’s proposal completely fails to extend 
maximum hours and overtime protection to the additional workers 
who would be covered. The 40-hour week has been the national 


policy since the Fair Labor Standards Act was enacted in 1939 
Eighteen years of experience prove that the great majority of American 
business firms have been able to cope with the problem of paying over- 
time for overtime work. 


QO 
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If other firms can do it, so can the firms that would be newly 
covered under either the Secretary’s proposal or H. R. 4575. It 
was because of employers who forced their employees to work long 
hours without adequate compensation that the law provided for a 
10-hour week and the requirement of overtime pay was established 

It would be a cruel injustice to extend to uncovered workers the 
protection of the minimum wage while continuing to exempt them 
from the law’s other basic protection, the protection against long 
hours. Moreover, it would be contrary to the whole trend in indus- 
try toward increasing recognition of the urgent need for a shorter 
workweek 

The AFL-CIO is convinced that now is the time to extend to 
America’s forgotten workers the minimum protection of the Fair 
Labor Standards Act. As long as nearly half of the workers who 
should have the law’s protec tion are denied coveraze, the Fair Labor 
Standards Act remains only half a law. 

Many vears ago the Supreme Court described the objectives of 
the Fair Labor Standards Act as follows: 

The Act declared its purpose in bold and sweeping terms. Breadth of coverage 
was vital to its purpose. Its scope was stated in terms of substantial universality 

It is high time that the bold and sweeping objer ‘tives of the act 
should be achieved. Extension of the coverage of the Fair Labor 
Standards Act is one of the most important items facing this Congress. 
We therefore urge this committee to recommend that the Congress 
enact H. R. 4575 at the earliest possible date. 

Mr. Ketiey. Mr. Teller, do you have any questions? 

Mr. Tetter. Not at this time, Mr. Chairman. 

Mr. Keiuey. Mr. Ayres? 

Mr. Ayres. Mr. Biemiller, realizing that there are millions of 
workers that are not covered by the minimum wage, by the same 
token do you not have in your organization workers who are now 
organized that are making less than “the minimum? 

Mr. Bremrtter. A very few. There are some, but a very few. 

They are in these uncovered occupations. 

Mr. Ayres. But they are organized. You represent them? 

Mr. Bremituier. In a few instances; yes. 

Mr. Ayres. What would you say is the main reason that workers 
that are now organized cannot get their wages up to the minimum? 

Mr. Bremitter. Because of the extremely low levels that have 
prevailed. 

I recall a case that will undoubtedly be presented to this com- 
mittee later on when representatives of the various international 
unions testify in regard to their particular problems. This is an 
instance in a fish-processing plant in a neighboring State where the 
wage was 65 cents an hour. At the time of organization that was 
raised to 85 cents an hour. But the competition of the surrounding 
low wages made it impossible to get beyond that point at that time. 

However, there was a 20-cent-an-hour increase in this given 
instance as a result of our organization. 

Mr. Ayres. How many workers would you say that currently 
belong to the AFL-CIO, where you negotiate the contract with man- 
agement, are paid less than the current minimum wage? 

Mr. Bremituier. I do not believe there is any accurate estimate in 
that respect, but it is a very, very small number. 
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Mr. Ayres. Would you say the majority of the laundry workers in 
the country that are represented by you are paid less than the mini- 
mum wage? 

Mr. Bremituer. The answer is “No,” my research department 
tells me. 

Mr. Ayres. Then it would be your considered judgment that by 
extending coverage we are not to any large degree raising the mini- 
mum wage for those that are now organized, that you have not 
through your organization been able to get up to that minimum? 

Mr. Birruter. I think we have made perfectly clear every time 
we have testified about any improvements in the Fair Labor Stand- 
ards Act that we are not here urging the claims of our members, be- 
cause there are very few who do not have the benefit of the minimum 
wage at this time. 

Mr. Ayres. I wonder if, through your research man, it would not 
be possible for the committee to learn something. I think it is rather 
important, at least from my point of view. The thing that concerns 
me, Mr. Biemiller, is that we are moving into a field where you already 
negotiate contracts, and I know that your organization is very able 
at negotiating. 

Mr. Bremituer. Thank you. 

Mr. Ayres. Are we moving into a field, raising the minimum where 
management and labor have already agreed that they cannot pay any 
more than they are paying? 

I realize you cannot get them this morning, but I would like that 
information as to just how many workers that you now have organized 
make less than the minimum wage. 

Mr. Te.uer. Will the gentleman yield? 

Mr. Ayers. Yes. 

Mr. Tevuer. Is it not true that in those instances, Mr. Biemiller, 
in which you have not been able to secure the minimum wage an 
extension of coverage of the Fair Labor Standards Act applicable to 
all employers, including those that your organization has not been 
able to organize, would facilitate sec uring a higher rate through collec- 
tive bargaining for those firms with whom you are engaged in collec- 
tive bargaining? 

Mr. Bremiuuer. I yield to Mr. Ruttenberg. 

Mr. Rurrensere. I think you are perfectly right, Congressman 
Teller. I think the basic point here is that unions can go in and 
organize, but unless we are able to organize the majority of the 
workers in a particular industry and a particular geographical ares 
the kind of collective-bargaining contract that results is close to the 
pattern which exists for that particular industry and that particular 
geographical area. 

It is precisely for that reason that we believe, as Congressman Teller 
pointed out, that if a minimum wage were adopted and you brought 
up the rest of the workers in that industry, then collective-bargaining 
contracts would tend to improve upon the pattern of the industry. 

Now it is clear that, where we have collective-bargaining contracts, 
say in the laundry and cleaning and dyeing industrie ‘s, by our various 
unions, the standards they have set in those collective- bargaining 
contracts are higher than the prevailing wage in the area. But still 
in many instances they are lower than $1 an ‘hour. So the purpose of 
collective bargaining is to come in and improve upon the levels that 


i- 
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exist in an industry. Now that is precisely why we want the mini- 
mum wage to raise these levels So that again collec tive be argaining can 
come in and improve them. But you cannot improve upon them 

through collective bargaining so much as to bring them all the w ay up 


to $1 when cain a to wages are now 40, 15, 50, and 55 cents. 

Mr. Ayres. There is not anything under the existing law to prevent 
you from organizing these workers that are not now organized, is there? 
’ Mr. Rurrenserc. No. But the economics of & particular industry 
are such as to prevent collective-bargaining contracts that are going 

double existing wages or even provide a 50-percent increase over 
existing wages. ‘This is the problem. 

Mr. Ayres. Do you not think that, if you ig agg et al of 
laundry workers a chance of being represented by your organization 
with the promise that they would get more money, they would be 
anxious to have you as their bargaining agent? 

Mr. Rurrenserc. If Mr. Biemiller will permit me, I will just give 
you an example. 

I have been an organizer down in your general area of Ohio back 
in the mid-1930’s. 

Mr. Ayrus. You are very well known out there. 

Mr. Rurrenserc. And if I ever made a promise to a grovp of 
workers that I would guarantee to get them a wage increase if they 
joined the union, I would be a pretty poor organizer 

Mr. Ayres. Do you mean that statement has never been made when 
you were trying to organize a group? 

Mr. Rurrenserc. To get them a wage increase. But to be able 
to get them a wage increase that they think they ought to 


based upon th iW Owl Ly pe of living standard, is a false promise be- 


cause vou can only get for a group of workers about what exists in 
the pattern in a geographical area plus a little more. That is the 
problem here. When you have got a 60-cent weve in a laundry, and 


vou are going in to negotiate a collective-barguinine contract. vou 
: . i ’ — & 1 . ’ * 
will get them mavbe 75 or 8O cents, but vou will not get them a 40- 


cent increase over the 60 cents to bring it up to the dollar minimum. 
Mr. Ayres. Then if we extend coverage on a Fede ral nests are we 
not doing just exactly what you said was dif cult to cha idle when we 
go-inte an area Where the minimum ts much higher than the accepted 
standard in that area? 
hi. Rurrenserc. The accepted standard is low eaenaae and j 
isa combination of these two factors one, the major ILy ¢ re 


are unorganized, and the unions have not been abie to get in and 


iccessfully organize them. 

Mr. Ayres. You have not been ther 

Vy Rit j’ ’ ‘ 1 ‘ 1} ? ,* \ *) "si 

was \ UTIENBERG ih Mans areas 
have been unsuccessful. 

Mr. Ayres. | have no further questions, Mr. Chairman. 

Mir. Kevcury. Mr. Griffin? 

Mr. Grirrin. Well, Mr. Biemiller, IT want to say that [ think you 


»vet person ully, | take it. 


ere have been attempts that 


presentation is verv helpful, and I certainly think that we are all i 

agreement thai $1 an hour is not an adequate wage for anvbo to 
live ontoday. Ido not think there is anv question about that. ‘4 iiere 
isa lot of concern, I think, : about how we sl ould gO about dome r some- 


thing about , what extent the Federal Government should 
participate or legislate or control in doing something about 1 
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Mr. Tyson. I would not mal so broad a statement as that. | 
would say, however, that all industry affecting commerce, where the 
employer is engaged In an activ ty a lecting commer or which 
competes with another industry affecting commerce would be within 


this clause. 
M * GRIFFIN. Can you thir k of any business, though, t} at W yuld 


ot be covered: 


} 
Mr. Tyson. Yes. Would you like me to name a few? 
Mr. GrirFin. Yes. 
Mr. Tyson. Billiard parlors, barbershops, domestic servants, prob- 


bly bowling alleys, taverns, et cetera 

Mr. Teiter. Mr. Griffin, will you yield for an observation? 

Mr. Grirrin. Yes, sir. 

Mr. TELLER. At page 7 in Mr. Biemiller’s statement I think it 
] 2. Mr. Biemiller, commenting 


’ 1 ° 
should pe read together with page 
upon our chairman’s bill, notes that any retail or service enterpris: 


would be exempt from the law if it has less than five branches. 


Mr. Tre.tuer. And a gross annual business of less than $500,000. 

Mr. Grirrin. | appreciate that they are not in this bill trying 
necessarily to cover everybody. But i am just interested in the ven- 
eral thinking of how far they think the interstate-commerce power 
extends 

Vit Tyson. On the question that you have ] ist raised and 
you are referring, As | am, to the scope of the coverage and ol 


to the exemptions—I have prepared a memorandum, when I was 
Solicitor of the Department of Labor, which I think would be very 
helpful to the committee on that particular point And | would be 
Lif the committee would like to have a copy of that submitted 
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Mr. Grirs Alla 

information referred to: Definition of “activities affecting com- 
meree,’’ was subsequently furnished and appears at end of witness’ 
testimony see p. 99 
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Mr. Grirrixn. The Supreme Court decision in that milk case, with 
which I am familiar, does not necessarily say that all competition 
with interstate commerce comes within the interstate commerce: powel 
of the Federal Government. But it savs if it substantially affects it, 


or if the competition substantially affects it. 


We have not gone to the point where every drugstore, for example, 


: ; : : 
on the main street, would necessarily be covered by the lang 


sa 
sal 


so tar. 

Mr. Tyson. No; | would not say that 

Of course, it is difficult to draw lines, as you know. And, as Chief 
Justice Hughes said in one of those cases, it is almost impossible to 
draw lines in a situation of this kind. 

Mr. Grirrin. That leads me to the next point I would like to make. 

Under your interpretation of “affecting commerce” and including 
competing with commerce, there are businesses apparently that would 
not be covered. You have called my attention to some. 

Mr. Tyson. And I think some of the drugstores you mentioned 
might also be included. 

Mr. Grirrin. Getting back to what is the best way to accomplish 
& minimum wage for people, I am looking now at a study that was 
prepared by the Library of Congress, Application of Fair Labor 
Standards Act to Retail Trade, published January 31, 1957. 

On page 16 of that it indicates that, taking the retail trade as a 
whole, the percentage of total establishments over $500,000 in sales 
is 36 percent, and that there would be some 64 percent of the estab- 
lishments doing less than $500,000 in sales. 

In other words, a great majority of the people that you are really 
concerned about, who are not getting a dollar an hour, are not going 
to be covered by the Kelley bill. That is true, is it not? 

Mr. Tyson. I think Mr. Ruttenberg in his testimony plans to go 
into the percentages. 

However, what you are saying now is they might be covered, but 
they might be exempt. I think that is what you mean by the per- 
centage vou are speaking of. They would be exempt under the 
$500,000 provision, 

Mr. Grirrrn. Even if the constitutional power were stretched to 
the limit, the fellow working in the billard hall, the fellow working in 
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the barber shop or the corner vb er and all these places, as far 
as the Supreme Court has interpreted it it, still would not be covered. 

Mr. Tyson. That, as I say, is perhaps true as a generalization. | 
would have to see the partic ular facts. 

Mr. Grirriy. In this study also on page 20 here is something quite 
adaeealtter I think 

The average wee sly wages in retail trade, looking at the trade as a 
whole, employed i in establishments doing more than $500,000 in sales, 
is $63.80 a week. 

Looking at the average wage of the employees in establishments 
doing over a million dollars in sales—and | recognize that the million 
dollars in sales is not the same as what Secretary Mitchell talked 
about when he said a million dollars—the average there is $67.18. 

And that actually shows there is only a $3.35-a-week difference in 
the average wage of emplovees in establishments with gross sales 
between $500,000 and $1 million. 

Now let’s look at the average wage of employ CeS 1h establishme nts of 
less than $500.000 in sales. 

It drops all the wa) from $63 a week down to $32 a week for a 
drop there of $31.71 in the average weekly wage of people working 
in the retail trade. 

This brings us to the question, even if the Federal Govern iment has 
the constitutional power in this field, is it practical to legislate and 
enforce legislation at the level where the problem 1 really exists? 

And I think you could look at the NLRB and see there is an ex- 
ample whe re they have not, because of the practi cal aspect S, exercised 
the full jurisdiction which even the Congress has cLve Dn them. 

Mir. TeLier. For the lack of congressional appropriations. 

Mi r. (rRIFFIN. That is probab Vv true, to some extent, Vir, Teller. 


I am just lookmg at this as a prectical problem, too 

Mr. Brerwitter. Mr. Griffin, may | pot Out two things, 

[ have the study in front of me here that VOu ars referring 10, On 
page 20 

In the first pl we a »\ | lv about estab- 
lishments over $500,000 


\ir. Grirriyx. | know you 21 
Mr. Bu MILLER. Becat se OF two Tactors: one, t} e tact that many of 
these we lf 


action; and, secondly, because we recognize the administrative diffi- 


believe are Outside the scope ol any congre ssional legislative 


culties that will be invoived aiso with some ol { these smaller geroups. 

But mav | also further point out that in those same tables you have 
exactir the same trend occurring in pavinents in the automotive dis- 
tribution industry, which is very close to vour State, but more im por- 
tant in terms oi the instant legislation are the pavmenlts that are ite 
in the gener: il merch: indise he ld, which ineludes de partment stores ane | 
so iorth. And you will note there that at the §: 500,000-and-up | level it 
is only $44.60 as the current average wage, which shows that in that 
area there are people well below the d ll rat the present time. 

And this would vO, of course, wWito the sper ialty stores, apparel 
stores, et cetera, doing over $500,000. 

But we are not proposing in the legislation to do anything below the 
$500,000 level. I mean we are not advocating anything below the 
$500,000 level at this time. 

Mr. Grirrinx. I am not saying necessarily that you should either. 
But I am just pointing out that the real problem, it seems to me, 
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exists down on the Jevel at which the Federal Government probably 
does not have the constitutional power to legislate even if it wanted to. 

And it seems to me—and I realize the difficulties that are involved 
in organizing small retail establishments. But I certainly am in 
favor of solving these problems through the process of collective 
bargaining because I think that there you meet the particular and 
special problems that you have in an industry or in a community. 

I do not think there is any question that in some States a $1 -an-hour 
minimum is not going to work a hardship. But in other States when 
you do it on a ne ationwide basis, I think Secretary Mitchell has good 
reason to be concerned about what the impact and effect is going to be. 

Now you cut off at $500,000 of sales with 4 establishments, recogniz- 
ing that you can go too far apparently. And really you and your 
organization and the Secretary of Labor, Mr. Mitchell, have rot a 
difference of opinion, an honest difference of opinion, | would presume 
of course, as to just how far you can go at this time and not so disrupt 
the economy and not push inflationary pressures too far and so on 
and the practicability of enforcement. 

Mr. Tyson. Representative Griffin? 

Mr. Grirrin. Yes, sir. 

Mr. Tyson. I have great respect—-and I understand you are an 
attorney—for your legal opinion. Lawyers always differ. However, 
on constitutionality we are very much of the opinion, strongly of the 
opinion that the Janguage suggested is within the constitutional 
power of the Congress. And we feel that the court decisions which 
are now extant contain the precedent very plainly. That is our 
feeling about it. 

So we would disagree on that. 

Mr. Grirrix. I do not know that we disagree. Your language 
might very well be constitutional. 

Mr. Tyson. We think so. 

Mr. Grirrix. But I also think, assuming that we have the power, 
Congress has the problem: how far should we go in the national 
interest in exercising that power. 

Mr. Tyson. It is a question of policy. I am just speaking as a 
lawyer. 

Mr. Grirrix. That is right. We have both questions. 

Mr. BremrtiEer. Mr. Griffin, on the policy question, in the rather 
lengthy statement which is in front of all of you, which Mr. Ruttenberg 
has prepared, there is a good deal of supporting data for the case for the 
Kelley bill. And | hope before we break up this morning Mr. Rutten- 
berg will have a chance to summarize some of the pertinent parts of 
that testimony which will show the amazing number of stores that 
will not be covered by this proposal. 

We agree there are a great many of them. 

Mr. Trvier. I believe Congressman Griffin has raised a question 
which goes beyond the question of constitutionality. 

As [ understand, it is this: are we not, by limiting the extent of our 
power over interstate commerce, neglecting or, in all events, not 
reaching the great number of retail establishments? 

Mr. Grirrin. | think we might as well recognize that fact. That 
is true. 

Mr. Tetiter. Where the conditions, according to the facts given to 
us by the Library of Congress, are worse than those which prevail in 
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the establishments which we are reaching through exercise of our 
rsitate power or of our sense OT 1 traint 
wonder whether | might ask you this, Mr. Biemiller: And before 
| Ask the qi estion | would like oO mA A commen} 
One of the remarkable features of wage-and-hour legislation is that 
States have been more th: reluctant to go forward. We have a 
handful of States—-and thos¢ ( cen Vhich have general mini 
iu! Vag legis} LL10N ‘ id : tt ul oO States whi l iave 
re than wage- srocedures for specif ndustries 
\ i uml r of Stat I ( i! ito oa orw 1h mun n 
W laws after all the years 
i que tion ther I \ I I ( i¢ con ‘ he 
Fee (;ovel un it Si ( ( i Dl Mdding 
( ucvel 
ye pass a law eliminating to son extent the retau ex nption, 
a the sense of restraint htaimes he Kell bill, say 
Lnat tl bill shall not extend yall establhi n eC \ uld w »inen not 
cre Wi 1D he States ah i ‘a Of lifference wl ich does not how exIst 
he: ( of tne exemptlol i] Live Ka r Labs r oH mndards Act. which 
would help to prod en ti n oe legislation to 
deal y ai tical and wit nowl iiehl | Vib re rarad for t ( lo | 
propiem, W th the pi i i] Lu Lc | wl would. ont ‘ 
one } na trv to mee tie pr tel sine Ti } Ove! } Lici ho ( il 
Wil in LOU ioctrin il 5 } 


nt kind of approach than is in the Kelley bill 

In i¢ Kelley bill we al endeavoring to ublllZe ie constitutional 
po of the Federal Go iment t the full possible extent with 
due sideration for problems of administration and—also let us be 
onest—with due consideration for the pr: il problem of passing 
( 5] ! 

long experience las taug is that in an bill of this nature vou 
can find a majority of the Congress that will go just so far and no 
further. This is the pre | m 

We think that the Kelley bill has offered a reasonable position in 
that 1 sp et, and that certainly you canno ay tna he Kelley bill is 
VToOIne to penalize he great Lum De ol mom-and pop Lores in the 
retail industry of this country, or is come LO penalize the small 


iaunary or other service estabdiishments that might come unaer the 
} 


basic definition of coverage but which, because of peculiar problems, 
1] t fram 31 verag 
the bili exempt irom its coverage 


5 l 


Mir. IX ELLEY. Are there further questions 
Mr. Grirrin. Just a comment perhaps. 
The tl Ing | question 1s the extent to which the Federal Govern- 
ment should be involved. 
hel = ; 5 a ! Tha si aaa eee a T } f 
| peueve in the principie OL Co ieclive DargalbDing. i nave a iot o 


differences with unions, and I sometimes think their power 1s abused. 


And we are voiIng to have a lot ol > oblems as farasl ame yncerned. 
But the basic principle of colle lve ba YalDbing, the right of eme- 


plovees to join unions, I thoroughly agree with. 
I think that solves the probl m better than for the Government to 


lecislate, if it can be done. 1 think the Federal Government should 


Stay out of labor-managem¢ nt relations as much as possible. 
Mr. Bremitter. Mr. Congressman, may I observe that you are 
not basically arguing the questiol of whether there ought to be a 
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minimum-wage law at all. The Congress made that decision 20 


vears ago, and the question now is how far you extend the principle. 
Mr. Grrrrin. I think 1f we were back there I might very well be on 


the other side of it, as to whether we should have it or not. But we 
did only have it in industries mainly. We were concerned about in- 
dustries. And we did recognize that retail establishments and these 
other fields had peculiar problems to which it did not apply. So I 


seriously question whether the basic philosophy of it is good. 


Mr. Bremitier. I think in this case there is probably an honest 

difference of opinion, because we are of the opinion that, at least in 
ae a ] 1 Re ° on 

these largest retail establishments and comparable service industries, 

factories in the field and the like, there is a compelling reason for 
4 | . F _— 4 . awe ° ] 1 . 

applving exactly the same set of principles to their wage-and-hout 

problems as vou do to industry. 

i . , ] | . . 1 

We do not understand why a worker in a retail store should not 


1 t scl one > . ‘ + , . for . } 
have exactly the same rights as the worker in a factory as far as the 


law is concerned. We do not know why he has to be a second-class 
citizen. Certainly anyone working for Sears, Roebuck is not working 
for some 1 om-and-pop store. Sears, Roebuck is a tremendous In- 
stitution. And we see no reason why the same wage-and-hour law 
that applies to Gen ral Motors should not apply to Sears, Roebuck. 
lamsimply using them as an illustration. Iam not passing judgment 


upon their actions at the moment. 
Mir. GRIFFIN. Lhe fact 1s that in industry the dolar minimuin 


really goes Dot Mean any thing. 
Nir. Bremi.uter. In some industries. But in most, no. In basie 
il lus ho 


\Ir. Grirrin. When you extend it into such fields as retailing and 
you make it apply on a nationwide basis, not recognizing the difference 
in problems, peculiar problems, I am very reluctant. 

“a 


Mir. Bremitier. Frankly, [ do not see where you would find any 


peculiar problems with the definition of a volume of $500,000 or over, 
Ol units in a chain. 

Mr. Grirrin. That is an arbitary figure. You have cut it off at 
that point for the time being. But we are recognizing that this act 
goes much further than that. So I am looking at it on a broad, overall 
basis and the basic philosophy rather than looking at the immediate 


bill you have presented. 


ir. Roosrevett. Would the gentleman yield at that point? 
Mr. GrrrFin. Yes. 

Rooseve it. Isn’t there a reason for having taken the $500,000 
figure? 

What you are doing in taking the $500,000 figure and the 5 locations 
is trying to set up a criterion that will protect the small business and 
the local conditions which would affect them and which we do not 
feel, because ol the reasons that Mr. Biemiller Fave, is practical LO 
vet into. 

I feel there are other points, LOO. lor i islance, you cite the Siltu- 
ation where, as you drop below $500,000, your weekly wage comes in. 

l am seeking enlightenment now. 

Is that not partly due to the type of employment as you 
the scale? 
or instance, in the mom-and-pop store, isn’t that in many instances 
sort of a neighborhood deal where the cousin comes in to help out, or 


some other family relative, and they do not do it in the sense that 


79 down 
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they are full-time employees, so that when you add the figures you 
have a different picture entirely and you are not talking about the 
same kind of employment that you are talking about in the larger 
concern. Am I correct in that? 

Mr. Bremituer. I would suggest that Mr. Ruttenberg present that 
part of the data that applies to just this question, Mr. Roosevelt. 

Mr. Rurrenserc. It might be well to point out that under the 
standard of $500,000 of sales only 3.7 percent of the foodstores will 
be covered. This means that while the “affecting commerce” and 
“competing with activities affecting comme ree” might well extend to 
80, 90 percent of the food stores, the arbitrary cutoff point of $500,000 
means, in effect, that 96.3 percent of the foodstores in the United 


States woul still not be covered by this act. They would be exempt 
under = coverage. 
Mr. Grirrin. That is very interesting tome. While you can point 


to anti uli ar stores, pe ae where I think Mr. Roosevelt’s example 
is appropriate, there are lots of employees in the rest of those stores 
earning less than a doll: ar who are not going to benefit from this and 
who need it. 

In the groups or the limited area in which vou are seeking this legis- 
lation, it seems you are asking us to do your job or the job of organized 
labor. 

There is no reason why, in those particular categories above $500,000 
in sales, for example, the principle of collective bargaining, without 
intervention and control of the Federal Government, could not do the 
job. 

And we are both at a loss in the areas down at the very grassroots 
where the problem really exists. 

Mr. RooseEveE tt (presiding). Mr. Griffin, can I go back historically, 
which perhaps may give you a reason for it? 

Back in the late 1920’s or early 1930’s we had a very low wage 
scale, and then, partly through what was later held to be unconstitu- 
tional—N RA—a climate was set at which vou forced the general level 
to rise, at which point collective bargaming could take over and 
could do the job. 

But if you have not set that climate, as I think Mr. Ruttenberg 
pointed out already, you are competing with a condition about 
which you can do very little. And, therefore, the Federal Government 
is asked to step in and raise the climate where collective bargaining 
can then take over and do the job. 

Mr. Grirrin. I think you are asking the Federal Government to 
set the rate standards and do what collec ‘tive bargaining should 1 do. 
Why can’t they organize? Why can’t the emplovees organize? 

Mr. Roosgvett. I think, as he pointed out, if the wage scale is 
down at 60 cents an hour it is ceaioanlials to raise it to that minimum, 
because this is what is prevalent in the whole group of people vou 
are trying to deal with. 

Mr. Grirrin. But the Federal oe is going to do it. 

Mr. Roosrve tt. That is right, because it has the power to do it. 

Mr. Grirrin. And it does not necessarily follow that the other 98 
percent of the establishments are going to be affected. 

Mr. Roosrvett. Whether we should go in to bring them under, 
too, I think is something we might well discuss. 

Mr. Grirrin. It raises the whole philosophy of whether we should 
get into it at all. That is the point which I am making. 
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Mr. Roostvett. My only comment on that is that, again, I go 
back to saying that that decision was made 20 years ago. 

Mr. Grirrin. It has not been made in the retail field vet 

Mr. Rooseve.t. No, except now if you want to go back and repeal 
the whole shebang, that is one thing. But as long as it is the law it 
would seem to be unfair not to apply the law evenly across the board 
to as many people us prope rly shoule | be cove ‘red under it. 

I think you have a point if you want to raise the point that maybe 
we should go out and repeal the law. Then we would have a test of 
opinion on that. 

But as long as the law is here our job is to try to apply the law as 
evenly as possible. That is the basic consideration, I think. 

Mr. Bremitter. That is precisely the point. 

Mr. Roostve tt. Mr. Griffin, are you through? 

Mr. Grirrin. | yield. 

Mr. Roosreveir. Mr. Holt. 

Mr. Hour. Mr. Biemiller, I am sorry I was late. I had another 
assignment. 

I was expecting to get your statement. Did the committee not 
make it clear that they wanted it 24 hours ahead of time? 

We will do that from now so that I can do a little homework. 

I would like to reserve the right, with the Chair’s approval, rather 
than to repeat questions that perhaps been asked, to submit to you 
some questions in writing and have you answer them. 

Will that be all right? 

Mr. Biremitter. That is perfectly all right. 

Mr. Hour. Secondly, what I am compiling for my own use will | 
very simple for vou folks, and you might be willing to answer thane 
questions. I will give them to you in writing because I have not 
put them together vet 

I would just like a breakdown of your legislative de partment, how 
it funetions, who the people are, how many there are, if the other 
unions have representatives, 

I say that because | am particularly interested when we get into 
these various associations and other groups that are going to come 
before us a who they are and what they consist of. I do not think 
it would be fair to ask them in detail without asking you. 

Would that be all right with you? 

Mr. Biemmter. That is perfectly all right. 

Mr. Horr. Secondly, l was curious as to when you arrived at these 
decisions, such as the presentation you are making today, do you tak¢ 
action on these in vour conven tion by the delegates there? 

Mr. Bremitier. Yes. 

The entire action of the AFL-CIO is predicated within the frame- 
work of resolutions passed by convention. 

Mr. Hour. I can see these are representative of your locals out in 
my neck of the woods. 

Mr. Bremitier. Quite so. 

Mr. Horr. In detail they went on record for these. 

Mr. BreminLer. Quite so. 

Mr. Horr. You mentioned Sears Roebuck, and I am _ curious 
because I never did learn the details. 

How is Montgomery Ward organized? They are in a similar field. 

Mr. Bremttier. That is a question I could not answer, as to how 
they are organized. 


I 
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Mr. Hotr. They are in about the same business. 

Mr. Bremimuer. As a matter of fact, they are not organized across 
the board, to my knowledge. 

Mr. Horr. I was just curious and I wondered if you knew. 

[ will submit my questions and will not take up the commitiee’s 
time. 

Mr. Bremitier. Mr. Chairman, may I suggest that you permit Mr. 
Ruttenberg to summarize parts 0 f this rather lengthy statement that 
he has submitted for the record, which I think might answer some of 
the questions that are also in the minds of the committee members. 

Mr. Ketitey. Without objection, that may be done. 

Mr. Roosrvetr. Did I understand, Mr. Biemiller, that you wanted 
Mr. Ruttenberg to do that now in oral form or in written form? 

Mr. Bremitter. No. I was suggesting that now, in oral form, he 
summarize and that the statement be considered submitted for the 
record. 

Mr. Ketiey. Oh, I misunderstood. 

Mr. ROOSEVELT. Before we do that I have a couple of questi ns 
vhich deal particularly with Mr. Biemiller’s testimony which I would 
like to ask. 

On page 7 you refer to the Secretary’s proposal concerning the 
million dollars’ worth of purchases or int: — If I read that proposal 
correctly, the word “direct”? is a further limitation to the idea 
purchases, and I would like to h: ave the gino of your legal staff : 
to whether, the way it is presently worded, it would not further elimi- 
nate purchases which would not actully be purchases made without 
any question in interstate commerce but which would be excluded 
under the te rminology that has been roposed by the Seer tary. 

Mr. Bremitter. You are, I presume, thinking of the question of 


hases made from a warehouse within the same State 


pure 


a > — rare y 

Mr. Roosrveut. Yes. 

[ DD, 4 ee eurinal | 7 ohit | . . j tant 

M DIEMILLER. ANd which, while they mich nave crossed state 
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van. 3 2 ; What | rather Tron lt, however, IS tha enterpl 
means a warehouse that is controlled by the operator of the enterprise. 

Mr. R ; Ati, pene cit Le] As 36 on 

Mr. RoosEve.tt, Let me give a specific example, although it is a 
little bit wrong because I am referring to the District of Columbia, 


whicn, of course, 1s not correct. 
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But suppose the Hecht Department Store here in Washington did 
its purchasing through a wholesale house which it did not control, 
and that wholesale house was located in the District also, and all of 
the goods that went on sale in the Hecht Co. came in to the Hecht 
Co. via this wholesale house which that company, the Hecht Co., did 
not control but which came from out of the State and across the line. 
Under my interpretation of that language, that intake would not be 
included and might very well get the Hecht Co. down below the 
million dollars. 

Mr. Tyson. I would agree under the facts stated there that it 
represents a method of avoiding the statute. 

Mr. Rooseve tr. And if you wanted to avoid it would it not be a 
rather easy gimmick to set up this kind of device? 

Mr vans: As long as you did not control it. If it is an inde- 
pendent warehouse within the State, those purchases would not be 
counted, as | understand it, in the total which the Secretary gave, 
and slowitenie it does represent an area in which—TI don’t use the 
word ‘‘evasion’’, But avoidance could certainly be practiced. 

Mr. Rooseve cr. —— you. 

Mr. Bremriter. May I add one further proviso, as ] ee d it, 
and | think it was implicit in vour hypothetical case, tha to vet 
around it, if r that technique, the coods lai ines to 
physically be stored in that warehouse for a period of time. It is 
not just a question of using it as a purchasing agent. It would be 


you are usine 


an actual storing of it 


Mr. Roosevetr. That is right. Even 24 hours. 

Mr. Bremitter. That is right. But it would have to be phys- 
ically sh in that warehouse. 

Mr. ROOSEVELT. It would not necessarily have to be an act of 
evasion because actually in industry there are many who actually do 
business that \ ay. 

Mr. Bremitter. Quite so. 

Mr. Roosevetr. It would seem this is a way to get hem out from 
under on purpose by something that I would call another gimmick, if 
I might 

Mr. Tyson. | would like to qualify my answer, predicated 1 eX- 
te a not on coverage, because that is a different question 

Mr. Rooseve ctr. That is correct. 

They would be exempted by the definition. 

Mr. Tyson. It relat solely to the exemptions. 

Mr. NOOSEVELT That is corr CL. 


Can you give us, or mavbe Mr. Ruttenberg is going to ap 


general criteria that we could be guided by which would 


differences in coverage that would exist by taking the ¢ lefini ion of 
interstate commerce in the Kelley bill as against the definition that 
the ye etary leaves Us, and applving the difference betwee 
$500,000 exemptiol part and the million-dollar intake figure? 

In other words, | notice that Mr. Biemiller savs that most of th: 
7.500.000 are lef{ outside beeause of the citthe renee in deseribit the 
coverage under interstate commerce 


Let us say that we accept d the Secretary’s limitation rather than 
the chairman’s bill on the coverage part, but we went back to the 
$500,000 and 5-locations standard as against the $1 million and 100 
employees. 
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Mr. Bremiutter. In appendix D the statement that Mr. Ruttenberg 
has presented—— 

Mr. Roosrve tr. That is item 21? 

Mr. Rurrzenserc. Under “Summary.” You are right. Yes, 
item 21. 

Mr. Roosrve.r, I just wanted to know where I could find it. 

Mr. Bremitutr. On the second page there is a breakdown of the 
estimated numbers that will be covered by H. R. 4575 and the com- 
panion bill in the Senate, S. 1267, and the proposals advanced by the 
Secretary. 

To take just the one area of retail and service, the Kelley bill would 
cover 3,960,000. And the Mitchell proposal, 2 million. And there 
are certain categories in the Kelley bill that are not in the Mitchell 
bill whatsoever. There are other categories in which there are a great 
many more covered by the Kelley bill than by the Mitchell bill. 

Mr. Rooseve tr. I will study that. 

Mr. Tyson. One other point which Representative Griffin did not 
bring out is the Kelley bill contains another ground of coverage other 
than the “affecting commerce,” in that it reinstates the old clause 
which was in the act from 1938 to 1949 of covering employees engaged in 
occupations necessary to the production of goods in commerce, whereas 
the present language uses the more limiting phrase ‘‘engaged in occu- 
pations directly related to or closely essential.”’ I can’t remember 
the exact language. 

But the statutory language in that respect is different also in the 
suggested language of the Kelley bill. 

Mr. Roosrveit. Thank you, sir. 

Now the next question I have has to do with this overtime question. 

The Secretary ’s comment Vesteraayv as the reason for not includu wr 
the overtime proy ision Was that it would bring certain hard hips upon 
the industries involved and that they could not absorb the overtime. 

Hlowever, in discussing the question, | think it was made pretty clear 
that under his proposal he claims 400,000 now that would be affected 
by the increase in Minimum wage. 


Have you information that ou Cah 2ive the committee in your 


] 
i 


OPINnLon as to the vreat, undue hardsl Ip that would exist by requiring 
that they pas the overtime ior those 400.00 ? 

In other words, if they are don ° it now, or they are up to the mini- 
num ~wage, have vou an opinion as to bow much more difficult it 
would be, NOW many more probl ms there would bi to act rally Dav 
the overtime provision for the 400,000 that he savs would be covered? 

Mr. BiemituER. | will refer that to \lr. Rutten! ere 

Mr. Rut BER We do not have anv 1 ise figures on that, but 
there are ngures that are ay all: ble showin Yr that 1 hanv retal estab- 
lishm« nts not now covered by th OF il Labor Standards Act but under 
collective-bargaining contracts with unions, where there is an overtime 
pre vision: ti ey Can Day il and are paving it without way gl rat dif- 
culty. 

Mr. Roosxveit. Would it not be true that we would perhaps be 
doing a disservice, however, to collective bargaining, since I think most 


. a : 1°17 l “* 1 » 
of the 2 million under this bill are covered by collective bargaining, 
in LOO .000, 


they are vetti o more than a dollar and sud LCTUY ou bring 


that you are going to set up a different standard for and you are going 

to eliminate overtime to them? Would that not | 

tion to press for the elimimation of overtime stival 
i 


verhaps be an invita- 
ht aCrOss the board? 
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Mr. Rurrennerc. It certainly would, unquestionably. 

Mr. Roosrverr. My next question has to do with agriculture on 
which I would just like to make a simple observation and ask you to 
comment. 

Are there in existence in the agricultural field today large corporate 
farm ope rations that in your opinion could be so described that we 
could include them under the Kelley bill without in any way getting 
down to the small-farm operation? 

Mr. Biemiiter. Very definitely. 

The present definition in the Kelley bill is obviously an arbitrary 
one. Somewhere there has to be an arbitrary definition made. 

I understand there are some people who will argue that the present 
definition is still too narrow, that it would include what some people 
consider family farms. This is a subjective matter in part. But 
certainly you will find criteria by which you —o | define large corpo- 
rate farms. There might have to be a little better criteria than the 
bill now has. 

But that information is available. 

I have had an advance look at some testimony that I believe is 
being presented on the Senate side today, and I presume will be later 
brought before this committee, which revives, for example, the old 
data with which most of the Members of the Congress are familiar as 
to the tremendous sums that some large farms - getting by pay- 


ments under the various subsidy p rograms of the Gove ronment. 
This one, as I reeall it, starts onlv at the $200,000 level in Govern- 
ment payments, and goes on up. And there are some 30 or 40 in that 


category whie 1 you w ould find there. 

But | think certainly you can find an area where you could define 
this so as to limit it to the factory farm, which is precisely what we 
are trying to get at in the bill. 

Mr. Roosreve.t. Could we ask that you give some thought to 
that and to the possible improvements in the language of the Kelley 
bill in relation to the agricultural coverage? 

Mr. Bremitirer. We will be very happy to do so. 

Mr. Rooseveir. With respect again to going into the construction 
field and the arbitrary imposition of 100 people, how many in your 
opinion are affected im the construction field when you put that 
limitation on it? 

Mr. Bremituer. | am not sure [ caught the last part of that. 

Mr. Roosrvetr. How many construction firms will come under 
the provisions of the act if we follow the Secretary’s suggestion in the 
onstruction field? 

Mr. Bremituer. Have you anything on that? 

Mr. Roosrvetr. Let me put it the other way. 

Would it not limit it to a very few and again be subject to what | 
understand goes on in the construction field today? In other words, 
many of the construction firms do tremendous jobs, but they do not 
actually have 100 emplovees. 

Mr. Bremituer. This is quite true. It would be a question also 
of the subcontracting that is done. And you would have to be very 
careful in watching the legal definition. 

It is very rare that a general contractor would have that many 
people in his direct employ. 

You have a further problem there, of which I am sure you are well 
aware, that in terms of a continuing force there are very few firms 
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in the construction business that would have that many folks. Our 
estimate is that the Kellev bill would affect 1,400,000, and that the 
Mitchell proposal, at the best, would affect 200,000 people. There 
is a good deal of difference right there. But I am not even sure 
whether that 200,000 firure is not gencrous. 

\Llr. Rooseve tr. I have written to the Secretary asking him for a 
breakdown of the 400.000, as to just where they will come from. 
n Irn. it wou ld | ve he Ipfi il to me if vou wou ld subinit vour breakdown 
of the 200,000 or whatever figure you come up ith all we 
Wher woul ld they come from? These 200,000. 

Vir. Rurrenpers. [ am sorry. I think there is a misunderstand- 


The 400,000 figure the Secretary uses does not relate to the 200,000 
figure that Mr. Biemiller just referred to. The 400,000 figure of the 
Secretarv is the number of individuals among his 2% million that he 
brings nder coverage who are now receiving less than a doilar an 


ho 
Mr. Roosgveut. That is right. 
Mr. Rurrenserc. Mr. Biemiller was just saying that Mr. Mitchell’s 
proposal would bring in the construction field under coverage 200,000, 
Mr. Roosrvetr. I see 


Mir. Rurrenperc. Out of that 200,000 there would be some who 
are now getting more than a dollar, and some who are getting less than 
a dollar [ would YueSS that a substantial number of those would now 
be getting more than a dollar an hour. So, out of the 200,000, mavbe 
rouci + U,000 or 15 000 of the 400.000 fleur rould now be retting 
less th an : dol! 


Mr. Roosevett. Right. 

Along the same line is it not also true that if we insist that both of 
the § secretary s conditions be met in other words, the 100 employees 
and the intake of $1 million—that this will also exclude a great many 
firms where the intake will be many times over a million dollars, but 
particularly in the apparel business, where they might be able to do it 
with 40 or 50 or 70 people, and that this in the aggregate is again going 
to add up to a considerable number that will escape or be exempted 
under the act if we follow the Secretary’s suggestion? 

Vir. BremItuerR. I would nae to think what the effect of the 
Secretary's suggestion rhe if you tried to apply it retroactively 
to the garment industry wit! 

1 am sure ete Teller would know a great deal about that. 

Mr. Roosevitt. | have particular reference to the garment indus- 
trv Is it not going to be a severe thing to that industry‘ 

“Mr. Bremitter. The number of shops in the garment industry 
employing over 100 percentagewise is quite small. 

Mr. ROOSEVELT. | have a lot ol such industry nh My district, and [ 
know that the average plant has less than 100, and I know that many 
of them do much more than a million dollars in business. 

Mr. Bremruvter. Let us understand the point I made, though. The 
Secretary is not proposing to abolish that part ol the act that now 


1 its breakup into small shops. 


covers tiem. 

Aji I am pointing out is that this criterion, if it were applied to the 
gyarment industry, would practically knock out we i over half a nvhow. 
Mr. Rurrenserca. Or, put the other w 


vou have You a eriteri yn 
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employee limitation as against retailing with a limitation of 100 em- 
plove es. Soa retail establishment must have 100 employees or more 
to be covered while a manufacturing establishment can have as many 
as 15 or 20 and still be covered. 

\ir. Roosrvetr. Again we are setting up unequal standards in- 
stead of trying to make it as uniform a law as we can accomplish. 

\ir. BremMiLuer. Quite so. 

Mir. Kevuey. Mr. Teller? 

\ Tr LLER. [ just want to comment. 

et’s be fair about this. We still have an Re ee standard under 
t} ‘fa lley bill, and part of the unequal standard may be necessitated 
os the fact that we are now going into areas excluded from the Fair 
Labor Standards Act when it was first enacted, cutting down oe 


tions, extending coverage, where [ would be ' perfectly willing to give 


I 


up consistency in the interest of achieving some kind of desir: aie 
res tf 

Our difheulty—and 1 a difficulty that I share with Congressman 
Roosevelt—is in un laaes 1 din, ge the precise basis for the Secretary’s 


limitations here. 

| think, for example, in general that vou have been very generous 
in putting down oe number of people who would be covered by the 
Mitchell proposal, on page 2 of appendix D. It was brought out in 
testimony veste mas ‘ee the questioning of Congressman Landrum 
that the definition of commerce with the requirement of $1 million 
would cut down, insofar as taxicabs are concerned and small tele- 
phones, for example, coverage which in my view, perhaps because 
vou are leaning over in the interest of fairness, you have given to the 
Mitchell proposal. 

Mr. Bremitier. May I hasten to interject that the figures we are 
using on the Mitchell proposal are his figures. 

Mr. ‘Trtier. Oh, I see. I would like then to point out, as I believe 
Congressman Landrum laid down in yesterday’s testimony, that these 
figures are not supported by the actual coverage of this $1 million-plus 
100-emplovee requirement. 

In the case of telephones, how would they operate under this $1- 
million-a-vear requirement? Thev do not import into the State a 
million dollars worth of merchandise. 

And you have the case of taxicabs. 

It may be that in the case of a retail firm that definition of inter- 
state commerce, or limitation on extension of coverage, whatever you 
want to call it, might operate. But I rather think that in connection 
with other exemptions the limitation of $1 million and 100 employees 
might take many thousands of people away from the coverage which 
Secretary Mitchell contends for his proposal. 

Mr. a LLEY. Is that all? 

Mr. Teiuer. Yes. 

Mr. Ketuey. Mr. Ruttenberg, if vou want to make an oral state- 
ment, la may proceed. 

fr. Rurrensere. Mr. Chairman, if at first we can insert the 
entire statement with the appendix in the record, | would like to just 
hit 1 or 2 highlights that are in the statement that | think have not 


vet been actually fully discussed. J will trv not to take too much 


time in doing that. 


‘ 


he statement referred to follows:) 








52 FAIR LABOR STANDARDS ACT 


STATEMENT By StTaNueEY H. RurrenserG, DirRecToR or RESEARCH, AMERICAN 
FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 


1 
Congress of Industrial Organizations recommends enactment of H. R. 4575, 
introduced by Congressman elle, the distinguished chairman of this sub- 
committee. H R. 4575 would ext nd the coverage of the Fair Labor Standards 
Act to millions of low-paid workers now denied its prot ection by 

1. Relaxing certain restrictive definitions now contained in the act. 


% Basing coverage on the type ot b isiness eng iv din by the emplove r 


As Mr. Biemiller has already indicated, the American Federation of Labor and 


rather than on the activity engaged in by the individual employee, as is now 
the ease under the act. 

kxtending the act’s 
in anv activity ‘ 


4. Eliminating S& specific exemptions now in the act and tightening and 


yrotection to emplovees of any emplover engaged 


} 
‘affecting commerce 





clarifying the remaining 7 exemptions 
Enactment of these changes would extend the act’s coverage to approximate! 
one-half of the workers now ¢ rt f it rotecti 
RES} C4 O} COVER I 


The latest official estimate of coverage of the Fair Labor Standards Act by 


the Department of Labor is for September 1953 At that time, 20 million of the 
45 millior workers who could be cove! i bv the act w excluded from coverage. 
I hese 20 millior noncovere d workers Constitute d nearlv one-half (45 p ‘reent of 
all wage and salary earners.! By September 1956, nonfarm employment had risen 
by some 4 percent, but, while precise estimates are not available, there is little 
reason to believe that the proportion of covered and noncovered workers has 
appreciably changed. Of course, this is to |} pected, heecau there have been 


no statutory changes in the act’s coverage since September 1953 when the Depart- 
ment of Labor prepared its estimates 
Appendix A, table 1, shows a detailed picture of the status of wage and salar: 
earners under the Fair Labor Standards Act in September 1953 as indicated by 
the De partm<e nt of Labor estimates 
It will be seen from this table that approximately 13.5 lion of the 20 million 


nonecovered workers 





exempt because they do not meet the present narrow 


ests of being ‘“‘engaged in commerce or in the production o oods for commerce 


In addition, some 6.7 million are denied the protection of the law because they 
work in occupations or industries specifically exempt by section 13 (a). It is 
important to realize that, even if all these specific exemptions were eliminated 
from the act, unless the present narrow definition of “interstate commerce’’ is 


alter d, 13.5 million workers will still be exe uded fro n coverage. 


Appendix A, table 1, shows that of the 20 million workers who are not protected 
by the act approximately one-third are in retail trade In the case of retail 


workers, elimination of the retail exemptions might bring approximately 1,140,000 
exempt workers under the act, but unless the tests of basic coverage are liberalized, 


5.5 million retail workers will continue to be excluded 

In addition to the one-third of exempt workers in retail trade, another third are 
about equally divided between service occupations and the agricultural, forestry, 
and fishery group. The remaining third are employed in a wide variety of indus- 


tries and occupations 
1949 AMENDMENTS NARROWED COVERAGE 


The basic provisions affecting coverage under the Fair Labor Standards Act 
have not been changed since 1949. In that vear, when Congress raised the mini- 
mum wage from 40 to 75 cents (subsequently increased to $1 in 1955), it also 
enacted a number of changes which substantially narrowed the act’s coverage 
and thereby seriously restricted its effectiveness 

As a matter of fact, it is impossible to determine the exact effects of the 1949 
amendments with respect to coverage, because many of them are so intricate, 
complicated, and extremely technical that even experts find it all but impossible 
to draw an accurate line between exempt and covered workers Aside from the 
basic injustice involved in denial of the law’s protection to low-paid workers who 





1 The 45 million wage and salarv earners who could be covered by the act do not include the following 
groups: Proprietors, self-employed workers, unpaid family labor, 12 million; Government employees, ¢ 
million; Executive, administrative, and professional employees, 4 millior Personne] of the Armed Forces 





ire also excluded. 
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deserve to be covered, the extremely complex problems involved in attempts to 
determine who is covered and who is not covered seriously hamper administration 
of the law and tend to encourage deliberate as well as unintentional violations. 

The 1949 amendments narrowed the law’s coverage in two ways: 

1. The basic scope of the act was narrowed by the insertion of a more restricted 
definition of “‘interstate commerce’”’ in the act. 

The Fair Labor Standards Act both as originally enacted in 1938 and as amended 
in 1949 covers employees who are “engaged in commerce or in the production of 
goods for commerce ’’ (sees. 6 (a) and 7 (a)). However, the definition of ‘“produc- 
tion was narrowed in the 1949 amendments. In the original act, “production” 
was defined to include not only production of goods itself, but also ‘‘any process 
or occupation necessary to the production thereof” (sec. 3 (})). In the 1949 
amendments, the definition of “production’’ was changed so as to include only 
production of goods and “any closely related process or occupation directly 
essential to the production thereof’’ (see. 3 (j)). 

2. A large number of workers were removed from the act’s protection by the 
introduction of 6 new specific exemptions and enlarging of 4 exemptions which 
were already in the law. In fact, only one exemption was curtailed in 1949. As 
a result of amendments with regard to specific exemptions, workers in all or 
part of the following industries lost the act’s protection in 1949: Retail and 
service, laundry and dry cleaning, irrigation, newspaper, telephone, taxicab, 
telegraph, and logging. 

If the act is to serve the fundamental purpose of assuring at least a minimum 
level of earnings to low-paid workers, its coverage must be extended as broadly 
as possible, limited only by the principles of our Federal system of government 
and feasibilitv of administration. It is with this goal in mind that we are recom- 
mending changes in the law which will both broaden its basic coverage and remove 
unnecessary and unjust specific exemptions. 

Before outlining our specific recommendations, however, I want to indicate 
some of the basie considerations which underlie our recommendations. They 
relate essentially to two questions: 

1. What are minimum standards of living and what does it mean to 
workers and their families to be deprived of a minimum standard of living? 

2. Why cannot workers employed at substandard wages look to Stat 
legislation for adequate protection? 


MINIMUM LIVING STANDARDS 


The basie goal of the Fair Labor St indard Act is to eliminate conditions 
detrimental to the maintenanes of the minimum st ind ird of living necessary for 


health, effieieney. and general well-being of workers. It is appropriate therefore 


to determine just what level of earnings is necessary to maintain the minimum 


standard of living the act seeks to foster For this purpose, we have two guides 
Che first is the citv workers’ family budget of the Department of Labor. This 
budget is the minimum necessary to proy ide a ‘“‘modest but adequate” standard 
( f liy lng 
Unfort ty, the Department of Labor has not recomputed this budget sine: 





even the 1951 survey was based largely on pre-World War 


T 
. « i 
patterns of living and therefore does not take account of many items which should 


be included in a “modest but adequate” budget todav but which may not have 
been considered a necessary item 20 years ago. Despite these limitations, w« 
thought that it would be worth while ‘to attempt to bring the 1951 budget up to 
date in order to estimate the minimum needed to proy ide a “‘modest but adequate : 
standard of living for a worker and his family today 

Our computations, which were for February 1956, indicated that minimum 
earnings of $4,300 would be needed to provide the items included in the Labor 
Department budget. Assuming steady employment all year and a 40-hour work- 
week, this annual budget would require wages of about $83 a week or $2.07 an 
hour. In the vear since we recomputed the budget, the price level has increased 
by an additional 3 percent so that the actual amount needed today would be 
about that much higher. 

It might perhaps seem irrelevant in these hearings to even consider a budget 
requiring more than twice the present statutory minimum wage. Yet, we think 
it is by no means irrelevant because the city workers’ family budget actually 
provides a very modest level of living. 

Let me indicate a few examples of the items included in this budget. Although 
it is intended to cover a family of 4,including 2 children, it provides for less than 
2 quarts of milk a day. Clothing purchases permitted under this budget are 


89327—57—pt. 1——6 
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ite limited For example, the husband can buy 1 heavy wool suit every 2 
years and a light wool suit every 3 years. It permits three phone calis a week on 
pay phone outside the house and allows no leeway whatsoever for savings. 


Thus, it can be seen that this budget falls far short of providing even a reasonably 
comfortable standard of living 























If a $2-an-hour income can provide only such a modest standard of living, it 
loes not take much imag tion to realize how very little can be afforded when a 
family must eke out an tence on the $1 an hour assured as a minimum to 
covered workers under the act \s a matter of fact, $1 an hour is even less than 
enough to provide for the minimum needs of a single woman worker with no 
dependents. Based on recent studies in 13 different States, it is estimated that 
in 1956 a median annu ncome ot r $2,300 would b ces tO 1 minimum 
idequate budget for a single wo! This would require an hourly rate of $1.15 
based on 2,000 hours worked per i yr $1.28 based on 1,800 hours per year. 

Thus the best estimates of minimum needs leave no question that the present 

nimu Vag tT Si I lt il ( i 1 to ifford even i 12 orkel! without 
lependents minimum sta {1 of living Yet, the ( ns of workers 
in this country who somehow support families o1 ces of than SI an hour 
because they are forced to work in jobs that are not « ered by the Fair Labor 
Standards Act. How do they manage? 

To find out, the AFL-CIO sent irch teams into three typical communities 

j Te r TS ions yf Cou Cour nvestil Lol \ nt to 1] N ( 
Springfield, Mo 1 Pottsville, Pa I} were m rving to amass i statisti- 

t tabulations Rather ( were 1 ytonnd ou H iC ] pDasic Numan 

= on f lies whos readw works in a Nnco d industry at wages 
ler Sl an ul They intervi d tel wor a: g tresses, retail clerks 
inary WOr ind o empio\ - : vice and i occupations 

some ol e workers ! wed fraid tha nie lo t Ir jobs 
{ permitted eil n ) sed, b wi is 1 of the rotection o 

ionvm! they were eager to tell interviewers abi their work and thei 
| ~ Througt ieir front of bra rfu some cases and qui lespera- 

in others, the interviewers ild discern a basic injusti which hould be 
shame of our Nation 

Here are some of the wages being paid retail e workers in Ashevill 
N. C.: Sales clerks in department stores, 38 cents to 73 its pe! hour for work- 
ve s of 41 to 47 nours or mo ( in drugstore cle 39 cents per hour for 

58-hour we lime sto lerks, 50 cer in hour or ore clerks, 58 cents 
eT 10 fo i 6OO-h« “ yt ( or ope Lbor! 7 { er hour i \ 
s ur W Valtress » per Mir plus tips Ww ch amount to rt ove 
S15 pe wee! 

Althou Asheville, N. ¢ und Springfield separated by ulf a conti- 

the | ot wages tor emplo - re ul irms are much the same 
n the two cities The following a { ical wages in Springfield: Dime store 
clerks, 50 cents an yuu ipel irket checkers, 72 cents an hour for a 52-hour 
yeek: laundry workers, 7 ‘ents an hour: hotel dishwashers, 48 cents an hour for 
be 1a Wot! wee ol 56) ours 

In Pottsville, where there is a hig eg of union organization among manu- 
tacturing industries, es in ti ervice ind retail trades a little higher 
But even in Pottsville partment store clerks’ hourly wages range from 66 to 90 
cents; d'me stores from 65 to 70 cents; and supermarket checkers from 85 to 90 
ents lt should be noted that even these low wages are higher than the level 
revailing a year ago when the pressure of a union organization drive, even 
though largely unsuccessful, forced emplovers to raise retail wages 5 to 10 cents. 
Substandard wages are also prevaient in the service trades Hotel clear Ing 
women earn about 66 cents an hour Laundry workers make from 75 to 90 cents 


f 


The claim has often been made that even if 


work for such wages, most of them have only themselves to support ind can some- 


l ind service workers have LO 





how get by We have already shown that even a single person with no dependents 

eeds more than $1 an hour to provide even a minimum standard of living ihe 
1 + 

Sad ft 


ruth is, however, that millions of low-paid workers in retail and service and 
‘Tr incomes to 

relatives who are dependent on them. 
ators found that it was the rule rather than the exception that workers 
employed at substan were supporting dependents as well as themselves 
As a matter of fact, yf the workers interviewed reported that they had 
sought the low-paid j peration in order to provide for disabled husbands 
tain steady employment. Others were supporting 


and SOnS ho longer at 
children or in some cases even grandchildren. 


other uncovered occupations have somehow to stretch their meage 
provide for c 
Our investi 
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ir investigators interviewed Mrs. Smith in Asheville. (Smith is a fictitious 
We do not want to disclose her real name in order to protect her from loss 
Mrs. Smith is a laundry worker earning $27.50 for a 52% hour weeks 


alt 
f her job.) 
‘his amounts to 52 cents per hour. 


I 





She and her two children live in a 5-room frame bungalow for which the rent 
s $40 per month. The only heat comes from a wood-burning stove which is not 
igh to hea the whole house in cold weather. Her furniture in the house 


Mrs. Smith keeps spotlessly clean consists of the wood stove, an old torn-up 











hic 
( inet and old-fashioned beds badly in need of decent mattresses. 
fhe Smiths are rarely able to have meat for their evening meal. Once in a 
wi they get a frying chicken for Sunday dinner Mrs. Smith buys one quart 
f milk every other day for her underweight son She buvs no clothes for herself 
only enough clothes for her children so that they have something to wear to 
schor Both she and | children need medical and dental care but simply 
( now ft y tor ‘ 
Asked what uuld be her most immediate expenditure if her wages were raised 
to S1 an hour, Mrs. Smith said thing, ['d buy more substantial food for 
y children. Next I’d have my eyes tested and mv glasses fixed. I’d have my 
daughter’s teeth fixed I'd pay on my debts and then I would buy tne mat- 
t e( Li { i clothes 
In Springfield our investigators saw Mrs. Cora Martin who gets $4.47 a day 
{ nome pav ai he Colonial Hotel where she works as a maid The M irtins 
parents ol 11 children, 3 of whom are still at nome Mrs. Martin is the 1 ain 
breadwinner for her familv in which her husband and their 19-year-old daughter 
iso worl Phe daughter is an elevator operator at the same hotel. Mr. Martin’s 
neome amounts to or lv about $10 a week which he earns in odd jobs such as 
sh hauling He lost an eye 2 years ago when over his protests his employer 
I | him to wreck a refrigeration unit \ hich exploded hurli Y acid into his face 
The Martin’s meals are extremely meager. The evening meal is frequentiy 
just a big pot of soup. At the time of the intervi it had been a month since 
liet 


i 
.e¢ Martins had even had a hamburger dinner. The few vegetables in their dir 
ire grown in their own garden. 
\ large part of the Martins’ income goes for payments on their five-room hous 
which they purchased 8 years ago when they moved to Springfield. They heat by 
wood stove because gas costs too much. Any clothing which Mrs, Martin buys 
goes for the children. She has to stretch her income to meet heavy medical and 
jental bills as well as the cost of operating a secondhand car needed to get her 
1 her daughter to work from their home some distance from Springfield. 
Mrs. Martin told our interviewers that if her wages were raised to $1 an hour 
would pay off her bills as quickly as possible, buy better food and clothes for 
‘t their teeth fixed. 
Thomas family in Pottsville, Pa., points up the need for 
i 1 pressed com- 


( 
lisclose the real 


her children and 

The plight of 
idequate minimum wages in the retail trades in economically 
munities. (Thomas is a fictitious name. We do not want to « 


‘ 
+1 
r) 


same in order to protect them from loss of job. 
In Pottsville, unemployment among men was about 16 percent in 1956. 


W omen 


in easier 


time finding work. Women’s unemployment rate was less than 5 


percent 
When Jim Thomas was laid off from his job, his wife Ann was forced to go to 
work in a department store at an hourly wage of 66 cents to support their 3 
Idren 
Jim earus $1.46 when employed as « paint mixer in a factory in Reading, Pa 


But he has been unemploved for 13 months. In 1956 he earned a total of $900 


n wages and unemployment insurance. 
The family spends $25 a month rent for a six-room house that is ove 





hi 





5D vears 


id rhere’s no central | a coal stove heats the downstairs. Their only 
ippliauees are an old radio and a washing machine which doesn’t work. 

In the 2-year period since Jim has been having trouble getting work, the 
Thomuses have ineurred debts of over $1,000 from banks and finance companies 
They should be paying $70 a month on these debts, but can’t meet paymerts 

Almost all of Ann’s salary of $26.40 a week has to go tor food. Ann doesn’t 

» cut down on needed foods She buys about 14 quarts of milk a week and 
bout a dozen apples. However, they can rarely afford meat. 

Apart from food, Ann’s most pressing financial problem concerns the future of 

17-year old daughter Ann’s daughter is a good student. She was accepted 
rsing school at a m arby hospital. But before she can pass her physical 


er teeth must be fixed Ann doesn’t know where she will get the money 
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to meet the bills for this dental care. This would be her most immediate expendi- 


“7 4 . ? : 
ture if her wages were raised to $1 an hour. 
(More detailed summaries of our community surveys will be found in appendix 


B. 


STATE LAWS ATI INADEQUATI 


Low-paid uncovered workers like the ones our research teams interviewed 
can look to very little prot ‘tion from State minimum wage legislation An 
analysis of State minimum wage provisions makes it clear that State legislatures 
have failed to protect workers who are not covered by the Federal law 

One-half of the States provide no mi 
in nonmanufacturing industries In 
Dakota, the State minimum wag 
is meaningless 

In all, only 8 States have minimum wage laws applying to both men and womer 
workers and 21 States have minimum wage laws applying only to women, and i 


states, \ ul is und Nortt 


cents a hour, is so low tha li 





some States, only to women in specified industries. Nineteen States have no 
minimum wage laws whatsoever. 

While a few States have revised their laws to include men as well as women 
and minors, as yet only 8 States plus Puerto Rico, Alaska and Hawaii have laws 
applying to all employees Moreover, even where States have added separate 
provisions for men, thev frequently exe mpt important industries For example, 
in 1949 New Hampshire added such a provision, but exempted hotel and res- 
taurants. Thus in that industry minimum wage coverage in New Hampshire is 
still restricted to women and minors 

Gaps such as these are tvpical of State iws because of the method 
setting. Until re cently, the isua neans provided in tne law wa the “‘wag 
board procedure,’’ under which rates were established for each industry separately 
under special boards appointed by the labor commissioner This procedure has 


led to serious discr pancies In rates as well as coverage among different industries 


For example, Pennsylvania established wage orders in 1947 for restaurant and 
hotel and laundry and dry cleaning trades, but no wage order was ever established 
for retail trad Thus retall workers In re iil trade have never had prot { 
under Pennsylvania’s State minin n standards In New Jers¢ 1956 wage 
order raised minimums for restaurant workers from 87 cents to $1 an hour 
Hote ! workers, however, are not include d VV orkKers 1n the beauty culture I du 
try in New Jersey are still operating under a 1943 wage order of $18 a week for a 
18-hour week or 3745 cents an hour In Ne Hampshire, laundry workers em 
ployed in nonprofit hospitals fall under the 1949 statutory minimum of 70 cent 
an hour. Private laundry workers are covered by a 1953 wage order of only 60 
cents an hour 

Re ce nths some States ha ea parte i from th wage board pr Ct d Ire and estab 
lished a basic minimum rate in the law itself. Today, however, there are still 


only 7 States or Territories (Alaska, Connecticut, Idaho, Hawaii, Massachusetts, 
Rhode Island, and Wvoming) that provide statutory) 
rs in industrial States minimum wages generally 


nonindustrial States thev run from 20 to 60 






of 75 cents or more for 
range from 50 cents to $1 whi 
cents 





+ 


See detailed summaries of State minimum wage laws for retail trade, laundry 
and dry cleaning, hotel and restaurant and canning in appendix C 

Opponents of effective minimum wage protection often claim that this is a 
job that should be left to the States, but the record of State inaction in this field 
speaks for itself Since 1938 when the Federal law was passed, only 5 States and 
Puerto Rico have enacted new minimum wage laws and of these, 3 became law in 
1955 and 2 in 1956 

The fact is that the State laws have been complet ly inadequate The only 
way of assuring decent minimum wage protection to employees who need it most 
is by extending to large groups of uncovered workers the minimum wage protection 


of the FLSA. 











GENERAL COVERAGE 


Most Federal statutes based on the power of Congress under the Constitution 
to regulate commerce among the several States, and with foreign nations, are 
drafted to applv broadly throughout the full scope of such power. This is true 
of the original National Labor Relations Act, and the present Labor Management 
Relations (Taft-Hartley) Act. Where such statutes were not drafted in broad 
terms originally, later amendments have extended their scope. 





~~ 
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Almost alone among important Federal statutes based on the Constitution’s 
commerce clause, the Fair Labor Standards Act continues to exclude millions of 
low-paid workers who could be protected by its minimum wage and maximum 
hours safeguards if the act were broadened to encompass the full scope of the 
constitutional power of Congress over interstate and foreign commerce. In the 
more than 18 years since the act was passed in 1938, Congress has never taken 
any action to broaden its coverage. Indeed, the only changes that have thus far 
been made in the scope of the act have reduced its coverage. 

It is high time for the Fair Labor Standards Act to be modernized with respect 
to its coverage, as well as with respect to the minimum wage. With 20 million 
workers, nearly one-half of all the workers who could be protected by the act, 
still denied the safeguards provided by the act, such action is a long-overdue 
necessity. 

There are three principal ways in which the scope and application of the Fair 
Labor Standards Act are restricted, contrary to its broad humanitarian and re- 
medial purposes: (1) The basie coverage concept used in the act, namely, whether 
an employee is “‘engaged in commerce or in the production of goods for commerce,’ 
removes substantially whole trades and industries from the scope of the act and 
produces uneven and inequitable application of the act even in covered industries; 
2) the definition of ‘‘Sproduced,”’ as used in the basie coverage language of the 
act, was narrowed by technical amendments in 1949 that removed from the cov- 
erage of the act employees who are not engaged in occupations “closely related”’ 
and ‘‘directly essential’? to production; and (3) the aet contains a multitude of 

semmptions that deny the protection of the act to millions of workers, even though 
they are “engaged in commerce or in the production of goods for commerce.’’ 
The subject of specific exemptions is discussed in later sections of this statement. 

The minimum wage and maximum hours provisions of the Fair Labor Standards 
Act apply at the present time only to emplovees who are “engaged in commerce 
\pproximately 13,500,000 workers 
are presently « xcluded from the act as a result of (a) limiting coverage to activities 
“in commerce” or “‘in the production of goods for commerce,”’ and (b) basing cover- 
age on activities engaged in by individual employees, rather than the activities 
engaged in by their employer 


or in the produet ion of goods for commerce. 


‘] present act excludes broad areas of industrial and business activitv from 
the application of its proteetive minimum wage and maxirium hours safeguards. 
W hi Q7 percent of wage and salary workers in mining, 96 percent of those in 


manufacturing, and 87 percent of those in transportation, communications, and 


ties are within the protection of the act, only 3 percent of wage and salary 
I Sl! etail trade 17 percent of those in set vier s and related businesses, and 
°4 pereent of those in construction are protected by the aet. 
| United States Department of Labor pointed out in a report filed with the 
S mmittee on Labor of the Senate Committee on ] tbor and Publie Welfare 
Mav 1955 (hearings before the Subcommittee on Labor of the Committee on 
] t = d Pit lic Vi lfar 5 | rm. penate, S4th Cong., Ist Ssess., on Ame nding the 
} La * Standards Act of 1938, pt. 3, statistical appendix, p. 1779 
The present act extends far beyond interstate commerce, which is the 
central core of the Federal Government’s authority in this field, to apply to a 
pl OF} ctivities which preeede comn ree, | roadly defined as pro lue- 
tion for commerce. It does not, however, extend at all bevond commerce to t! 
other complex of activities which follow commerce 
these activities clearlv are as much related to the movement of goods in 
( ree, and the existence of substandard labor conditions in these activities 
. I ce} fect upon commerce, is do the nor duction if goods for com erce 
eXIs nie of sul andard labor conditions in such production activities. 
hi hout 6,500,000 workers could be brought within the proteeccion of the 
| Labor Standards Ac. if ail of the exemptio from its minimum wage and 
hours requiremen were eliminated from the act, the eliminati 
of , mprions would not in anv wav improve the status of some 13,500,000 
em} es who do not leet the test of being “engaged in ecommerce or in the 


tioa of goods for commeree.”’ If the protection of the act is to be extended 





oO the s¢ 13,500,000 Wo kers al | we helieve hat it should he extended ) 
inv of them as can legally be brought within the protection of the aet—th 
basic coverage of the act must be broadened 
has already been pointed out, under the present test of coverage that is 
the Fair Labor Standards Aet, 1 s the aetivitv engaged in by individ 
( ot the activities waged in by their employer, that determines 
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the work in which the employee is engaged is such that he may be 
“engaged in commerce or in the production of goods for commerce. 

All too frequently some employees of giant corporations having 
interests all over the country are denied the protection of the Fair Labor 


Act pecs'13e ther are not tec hnical \ PNLZALE din commerce or in the prod 














of goo ts for commerce At the same time some employ es of even the 
local tvoe of small business are covered by the act because they are tech 
“engaged in commerce or in the prod iction of goods for commerce, 

Under the present tests of coverage included in the Fair Labor Star 
Act, it ofte happens that some emplovees of an employer are covered 
others, working alongside them and doing the same work, are mn For exan 
empiovees ordering mercheandi fron outside th State would ordinar 
covered bv the law sinee the are “engaged in commerce o } proa 
of goods fo commerce.” Othe ‘Mmplovees of th SAmMe ¢ nplover, OWPR VE 
are engaged in ordering the same merchandise, but frovn within the S 
not covered by the act because they are not “engaged in commerce 
production of goods for commeret 

EK nployers, too, are discriminated ‘ ’ t mder the prest ‘ =t f 
used in the Fair Labor Standards Act The business that is e to have 
of its employees as possible “engag commerce or in the productio f 
for commerce’ an obvious ta ompetitive advantage ¢ ( 
concerns that are compelled | t he ture of then isiness t ive 
bers of employees engadget 1 1! ¢ ivi CO\ red \ I iu r} - 
situation under the act’s present coverage provisions Such uneve 
betwee! competing mcerns result fair competitior nd 
at variance from the on Y ( ) ! r tne i 

The present coverage provi of 1 Fair Labor 5 ( Is A | 
stant | segments of industr 1 I i ontin 1 
labor ynditions detrimet nt ( 
of ving necessal for f pg ra ot 
contrary to the expressead } pos I it } 
their operations to no mp vit! i her : 
lntail ( ods or CO HevIvie ( ft t Or! I 
i Clearly restricted f ! 
of icting or t r to bu ( t ? ( f reg 
goods in commerce in the ex ided industries, trad ! 
of the act’s remedial object 

lo overcome these inadequa ‘ies, { ind i 
basi changes the over | ( { t r | ( : ra 
Under the ter i this bi 

i I} { ) a >} f é la ‘ 6 
Lire 2 COMMIT i na 
ry Ce rage would s ( 
the activities engaged in | 

Under this bill, the minimu ; 
commerce O the prod i go ert ‘ 
who 1s “employed 1n or ( 
t Ty) ) T = “eng ed j 5 | i | 
of tl act IS preserved lt f S > 
D rating contol hie Hou : 
tne ce rage pre tis l 
; ctivit fF ey ’ ' j ed ’ 
( I! MILE] Sa ( ( 
ce ner Oo! here the pavm«e s I Y 

1 ci Sor ¢ riy S ry? ( ( 
v0 is ( ere 

Phe | d broad of the Fair | : 
wouid pp nro ‘ ¢ ( < 7 ind 
to re rsta ‘ helds 
I ( nin I i d ‘ tio pp? . 
ul The act’s Ove ‘ ily ¢ 
M t relat \¢ 1 es ety 
define is meaning ‘ v in Lcti ommerce or i 
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employer would be protected from unfair competition by the chisler, since all of 
an employer’s employees would be covered in any plant or establishment wher 
he is engaged in any activity affecting commerce, and coverage would apply 
equally to employers engaged in any activity affecting commerce, including 
employers who are in competition with such an employer. 

It is our belief that if there are specific groups of employees to whom the appli- 
cation of the minimum wage and maximum hours safeguards prescribed by the 
Fair Labor Standards Act may be inappropriate because of the local nature of 
their employer's activities or special circumstances peculiar to their employment, 
specific exemptions can be written to cover such situations. No employee should 
be denied the protection of the act, however, by restrictions of its basic coverage 
not required as a matter of law. 

The definition of the term “‘produced,” as it is used in the basic coverage lan 
guage of the Fair Labor Standards Act, was narrowed by technical amendments 
in 1949 that removed from the act’s protection employees working in occupations 
that are not closely related and directly essential to production. 

This bill would remedy this backward step. It would restore the definition of 
“produced” that was included in the Fair Labor Standards Act when it becams 
law in 1938 and that was in effect more than 11 vears before technical, restrictive 
changes were made in it in 1949. Consonant with the liberal, humanitarian pur- 
poses of the act, employees who are engaged in any occupation that is necessary 
( produc tion, as well as those engaged in direct production operations, would | 





to 
brought within the protection of the minimum-wage and maximum-hours prt 
sions of the act. 
SPECIFIC EXEMPTIONS 
Retail trade and service 


The 9 million workers in all types of retail trade and service enterprises ec 
prise about one-fifth of all wage and salary workers, Of the nearly 7 million 
workers in retail trade, ¢ nly some 230,000 emploved in mail-order houses and 
central ofhees and warehouses of chainstores are covered under the FLSA I) 
addition, most of the 2 million workers in retail service firms are also exempt 

il FLSA enacted in 1938 exempted an employee employed i 

service establishment, the greater part of whose selling or servic 
tate commerce, that is, within a single Stat The original a 
definition of “retail 


iat some retail workers might be considered by the Wage and H 


Administrator to be covered, 


{ 
in the law (see. 13 (a 2)) wl 





e retail industry secured enactment of a provision 
1en it was amended in 1949 which defined ‘‘retai 
1) 


by a complicated formula to exclude virtually all retail workers. 


Under this provision, a retal establishment is exempt from coverage if 





than io pe reent Of 1ts Sales are recognizes r lt Sates or s le nthe it t 
and are not for resale ind at least 50 percent of its sales are nade wit 
state I \ l i the est Dish nt is located i 1iaitlol ep rate pro 
process goods sold on the premises suc} bakeries, ice-cream plants, et 

"1 


These formulas which have been used to exempt retail establishment 


broad that it can readily be seen why it that nearl ll retail trade and servie 
firms have been exempt from coverage 

This bill eliminates the exemption for emplovees of chain or large indepet 
retall or service enter] ses and for emplovees of nterprises in the selling 
se fields that de in essentially nonr ili HDusimmess even t pune ao ma 
sori retail ile ( perrorm) some U SOT VICE functions Wit tne ( a 
provided in this bill. coverage would be ext ced to emplovees mploved 
retail or servic stablishment by an emplover having five or me stablishments 
or total annual dollar volume of snies of goods or services of me than $500.00 
An ¢ ibli ent qa be deemed to be a tall or se ( establishment 

not more than 25 percent of it nual dolar volume of sal oods « el 
is fe resale or is mie i ustomers ire ‘ r¢ In: l ms f 
transportation, comme! il, or com) nications Husiness 

Adoption of this amendment would extend the law’s protection to 

llion ul and s ice WOrkeé how ¢ mp Howe r, g inel I 
ind servic estat : ent ich ast ima wr gro Vv sto tine Yn 
snoe-shill Dario I eigiborho { re ! f Ke We ld oO! } 
be exel 
‘ chi at ela nd try 

In order to indieate in specific terms the extent of coverage contemplated i 





: 
the change in the retail exemption which we are recommending, It may be wort! 
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while to examine the structure of the retail industry The Census of Business 
for 1954 provides the latest available detailed statistics with regard to retail 
establishments 

According to the census, 1.6 million retail establishments operated throughout 
the year 1954. The census reveals that 4 of every 5 stores had sales of less than 
$100,000 and only 3 percent of all stores had sales of $500,000 or more However, 
these 3 percent of retail establishments accounted for more than one-third of total 
employment, 40 percent of sales and 43 percent of payrolls. Only 1.2 percent of 
all retail establishments had sales of over $1 million, but they accounted for more 
than one-fourth of both sales and employment and 30 percent of payrolls 
These are overall figures for all of retail trade. However, a similar degree of 
concentration is to be found in most of the major branches of the industry. The 
details will be found in appendix A, table 2. This table shows that if establish- 
ments with sales of $500,000 or more had been covered in 1954, th proportion 








of firms covered in each of the major branches of retail trade would have been as 
follows: 
I ( ] n | it of 
{ ult ment 
Food stores - 7.4 i) 9 
Eating and drinking places 1 73 8 
Department stores 86.4 ) 6.7 
1 etv stores l 41.4 41.7 
Apparel and accessory store 2 5 8 2 9 
Automobile and accessory dealer 16.9 64.9 x. 
Gasoline service statior ) a 3 22 
Drug ( 4 5 








M iscellaneous 24.1 7 

















These figures clearly reveal the disproportionate e of the idustry les 
and employment accounted for by the relatively sm: nber of establishments 
which would be covered if this bill is adopted 

\s a mater of fact, the share of large firms in the industry has ineresased 
narkedlvy in recent years and will undoubtedly continue to expand. This is 
shown by a comparison of the Census of Business for 1948 and for 1954. sucha 
comparison indicates that there was actually a decline in the total numb f 
retail establishments during that 6-vear period Moreover, from 1948 to 1954 
establishments with sales of $1 million or more had an increase in their sales of 
73 pereent wl $100.000 firms had only an 8 percent rise ip sales. 
The trend to oncentration of employment in the larger firms is 
even $1 million and over firms had nearly 20 percent 

( pnloyn e $100,000 or less firt ad more than 10 p it 
fewer emplovees in 1954 than in 1948 Che details are shown i upnendix A, 

i t > 

Pe ups t ti 1 ward reasi domination of retail industry by the 
large nits has been most specta 4] the food 1. In 1939 when the 
FLSA was enacted, supe kets a i i f ha yne-fif if total food 
retail sales. Now supermark« | one-half of the total dollar volume of food 
United States Asa r of fact, durir he pa 5 ur i nber of 
supermarkets has more tha ipled By 1955 permark« wveraged 
ii LOS 5] mui \ \ 1 Of Sales al i { I YUl a bu i f s 5 na edly { en 

arzer toda 

Along with increasing concentration in the larger stores, retail trade has become 
increasingly dominated by giant chain organizations, many of which operate 
from coast to coast [The names of these huge retail firms are well known in 
nearly every household. Millions of Americans are regular customers of such 
giant chain enterprises as F. W. Woolworth, 8. 8. Kresge, W. T. Grant, and J. J. 
Newberry in the variety store field; A. & P., Safeway, and Kroger’s among the 
food supermarket chains; Sears-Roebuck, J. C. Penney, Montgomery Ward, 
Federated Department Stores, Macy’s, and Gimbel among the large chain depart- 
ment stores: and hotel chains such as Hilton-Statler, Sheraton, Knott, and Albert 
Pick. In his staff report to this subcommittee on the retail industry, Prof. Fred 
H. Blum has given some examples of the geographic scope and size of large 
‘hains in the variety store, department store, food, apparel, and drug fields. 

See appendix table XXX V in staff report 
These giant chains have won immunity from the requirement to pay the 


statutory minimum wage under a law which was intended to exempt only small 
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neighborhood establishments—the corner grocery store, the small clothing store, 
the locally owned variety store, and the like. The difference between the huge 
chains and the small local stores which attempt to compete with them is like the 
difference between day and night. 

The chain enterprises operate through centralized headquarters with centralized 
purchasing and control. They have virtually eliminated the wholesaler. Their 
policies and procedures and operations with regard to employment, personnel, and 
labor relations are centrally controlled with local management merely carrying 
out the basic policies established by the central offices. 

As Secretary of Labor Mitchell stated in the hearings on FLSA amendments 
last year: 

“These multistate enterprises are basically not local or intrastate in the most 
important characteristics including ownership, control, financing, management, 
and personnel policy.”’ 


RETAIL WORKERS PAID LOW WAGES 


The wages of retail workers have lagged far behind those of industrial workers 
who are more highly organized and have the protection of the FLSA minimum 
wage. It is probably not generally recalled today that in 1932 the average retail 
worker had higher weekly earnings than the average factory worker. In that year 


the retail worker averaged $20.71 a week as compared with only $17.05 for the 
average factory worker. 

Today the picture is completely reversed. While the average weekly wage for 
factory workers in November 1956 was $82.42, retail workers had earnings of only 
$60.04. Retail workers employed in general merchandise stores, however, were 
paid only $42.41 and in stores selling apparel and accessories only $47.75. Of 
course, as Our investigators found in the three cities they visited, many retail 
workers are paid far less than these average amounts. 

According to Labor Department estimates for April 1955 in multistate retail 
establishments, which are generally the larger and higher paying ones, 5 percent 
of all employees were paid less than 75 cents an hour, 15 percent less than 90 
cents, 25 percent less than $1 and fully 50 percent less than $1.25. Separate 
estimates for general merchandise stores, including principally department stores 
and variety stores, showed for the Nation as a whole, 10 percent under 75 cents 
and 40 percent under $1, and for the South, 35 percent under 75 cents and 65 
percent under $1. 

Department of Commerce figures show that in 1955 annual earnings of full- 
time employees in retail trade were lower than in anv other major nonfarm group 
except services. In that year the average annual earnings for a full-time employee 
in retail trade were $3,221 or 26 percent under the level in manufacturing. (De- 
tailed figures are shown in appendix A, table 4.) 

Figures available from State surveys of retail trade confirm the low earnings 
figures indicated by nationwide statistics. For example, a 1954 survey for Maine 
showed that 23 percent of all workers in retail trade had earnings of less than 75 
cents an hour and 40 percent of service workers were in the same wage bracket. 
In fact, the average hourly wage for service workers was just at the $1 level which 
meant that more than 50 percent of all workers were earning less than $1. 

Illinois made a survey of women and minors in retail trade in April 1954 which 
showed that 10 percent received less than 75 cents per hour and 25 percent less 
than 87 cents per hour. Although hourly earnings varied substantially by type 
of trade, median hourly earnings ranged from 80 cents in variety stores to $1.12 
in department and apparel stores. Even in Cook County, average hourly earn- 
ings in variety stores were only 92 cents. 

An Arizona survey of women workers in retail trade made in February 1954 
showed that in retailing as a whole 23 percent earned less than 75 cents an hour 
and 58 percent less than $1 an hour. In limited price stores the prevalence of 
substandard wages was even worse. In this branch of retail trade 54 percent of 
the women workers earned less than 75 cents an hour and 93 percent less than $1 
an hour. 

In June 1954, according to a New Jersey survey, covering both men and women, 
2 percent of the men and 6 percent of the women earned less than 75 cents and 
10 percent of the men and 35 percent of the women earned less than $1 an hour. 
One interesting sidelight on the New Jersey survey is that almost 60 percent of the 
firms employing over 40 percent of the employees had no overtime policy. Only 
28 percent of the firms employing a little over 40 percent of the employees paid 
time and one-half for overtime hours. 
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The same picture of extremely low wages was found in a survey made in Ohio 
nM *h 1955. In that large industrial State, average hourly earnings in retail 
rad r all employees, both male and f | was only $1.03. In limited price 
stores the average was 78 « ts To ) I 94 cents for men. In Ohio 6 per- 

t of men ¢ pioved 1 retailing nd 15 percent of wo n rned less than 75 
nts yur and 20 p re l of men and 6 percent of the v yen ear! ed es than 
$1 an hour Kiven in food stores, which had higher wages than limited price, 
irle nd d gy stores, about one-rourth of ti nen and 56 p ent of the wv 1en 
ned iess in l an ho 

Phe te Stat irvey is for New York State in Septemb 1955 In that 

\ Vy fil ve Are 2nD ( t of Iplove id ar uri ite ¢ ess than 75 

nt 2 percent 3 1 n 90 nts and 17 perce han $1 | n New 
j City, 11 per t of all worker ecelvi of kk 1 Dl ! it 
riet t 3} sew York City rag irl g ! S10 id thers 

O rkers i! iri stor¢ iged ly 92 ther } New 
Yo stat yi re il VOrKe ( ( i DLV Ve 

R ral INDUSTRY (¢ N ADJ i TO EXTENDED COVERA } 

oO I n or ¢ protvectiol to ! 1 Vo ers 

t atiord Dp e mini \ f What are the 

0 i ca irge reta ( plovers who would be 

LOLS ( th sales of $500,000 or more in 1954, 

percent of sales kixeept for eatin ind drinking 

) ercel i il l ranged tr ba percent 1 0d 

stores to 17 percent in departme: riety and apparel stores. Detailed figures 
will be found in appendix A, table 5 

However, pavroils include 1 simply the wages of sales personnel, but also the 
salaries of executives, office emplovees, and other nonsales employees who, in th 
main, would continue to be exempt ire alread earning more thal ‘| n hour, 
or bot! Thus the percentage of sales refi 1 in tl res of worker vhost 

hnings mignt iy bel reased st ition of present ¢ mption is 
S iller on the averag tnal he o rall Ll-p reent nfgure 

ine targe reta nterests often attempt to advance relatively low largin is 

proof that they cannot afford to pay dec vages. One indication tha his 

it has little valid Ss the ubst il wage increases won by aN 
InloniZe 1 retall V« ers from t piovers Oo have ( ined in business nd 
< ue to Make sizabie pronts 

Of cours well known that in some branches of retail trade net income 

Vins have peen tradit onally sr il ind uve now! 1 long-term downward 

trend However, declining margins in part refle e shift from small-store 

tailing to ms ss-distribution outlets The latter are, of course better able to 
pay | iges than their smaller d weaker predecessor 

‘J cts are well recog: 1 in the industry Fo! ple, the editor of th 
Pros » (,roce! stated ibou i ear yO 

\ S ve s lilv decli \ ( eal 1 tre 1 that has contributed 
vwurably to Su 5 oO 00 I rod 1d O he well-being o he 
food indust1 public as 

In an August 1955 article, Fortune yazine has made e following prediction 

I retail industry for tl! ears a 1 Producti ise, costs fall, 

1 
hat theirs is a low-protuctivity industry dest 
th it ( iS] gy concentratlo! in large r and more 
tailing has reased co ly since before 
Tac de uled statistics are ot necessary to prove 
ped 1 modern supermarket or in a large 
ty I Sto or 1 one ot he | Upe CW Sé lf 5 rvice 
erio loubt t tremendous improvements in 

t cy vhict \ mad irge fir \ Laity | ranches ol 
retail trad 

we I o the ex nt tha \ v in the retail 1 lust7 still lags behind 
ec ological advances ir | rest ol economy 1 large part of tl Diame must 
be assigned to t] reval f low wages paid by retail firms 

In a study of the retail industry made by Fortune magazine in 1952, entitled 





eller, Movem« nt lnited States Retail Distribution of Food, paper read at the 
me merican Econo! \ ind of the American Marketing Association, New York 
) her 19 ' 
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in Ohio “What’s Wrong With Retail Salesmanship?” there were two principal answers to 
os 


Y 
i 
n retail the cuestion asked: (1) Lack of training and (2) low pay. However, the lack of 


























‘d price tra ig was itself largely a result of the low wages paid, because low-pa em- 
6 per- plovees had a high turnover and therefore the firms found that it didn’t pay to 
han 75 conduct effective training programs. In a later issue, Fortune editoralized 

than “Tn the course of Fortune’s research on retailing a special effort was made to 
price, find out which stores were most conspicuously ahead of the competition on suc! 
women cold figures as turnover rates, gross-sales increases, transactions per salesperson 
Not rprisingly, they turned ont to be precisely the stores that have had the most 

in tl enlightened pay and training policies.”’ 

er These facts clearly indices that if decent wages were paid to retail workers, 
n Ney increased eff nev and productivity in the industry would more than offset any 
I in increase in costs resulting from the higher wages Bur even if no allowance is 
I i re 1ade for the expansion in productivity which is sure to take place, the maximum 

New otential impact on the industry of an increase in presently substandard wages to 
mini m is of minimal proportions 

| is excellent staff report to this subcommittee, Professor Blum has cal- 

‘ulated that if the $1 minimum wage were applied to the entire retail industry 

‘the maximum conceivable adjustment is estimated to amount to an increase in 

Bowe e pri f retail goods of less than one-half of 1 percent.” Since the ratio of 

Se ae payroll to sales is almost exactly the same for establishments with sales of $500,000 

or more as for the industry as a whole, Professor Bium’s estimate of the impact for 

, 1954 the industry as a whole can be assum ‘d to be the same as the impact if coverage is 

’ tricted to firms with sales of over $500,000 
- ne Thus, to put it another way, if there were no other compensating adjustments 
ore and if consumers were to bear the entire cost of the increase in retail workers’ 
SUrEeS vages from substandard levels, the maximum effect would be the equivalent of an 

4 icrease of one-half percent 1n the Consumer Price Index ertainly ev ‘ry in 
aaa ciple of deceney and justice dictates that this would be a very small price to pay to 
pat eo issure & minimum standard of health and decency to retail workers and thei 
nour ra ies. 
ion Is La drives and dry-cleaning establishments 

The original retail exemption applied to laundries and dry cleaning as well as 
INS As o other retail establishments. However, exemption of laundry and dry-cleaning 
his workers was reinforced by a 1949 amendment (sec. 13 (a) (4)) which specificall, 
many xeinpted nearly all emplovees of laundry and dry-cleaning establishments. No 
5 nd 10 than about 57,000 of the 580,000 emplovees in laundr ind dry-cleaning 
ishments, principally those in firms providing laundry service for industrial 

come il ‘commercial customers, are presentiv covered by the FLSA 


ward i wages of workers in these industries are among the lowest in the entire 
: } 
| 


1iourly earn- 


“store eC n The Bureau of Labor Statistics made a survey of average 
ble to ings of selected occupations of workers in powel! laundries and dry-cleaning estab 
; shments in May—July 1955 in 29 cities. Average hourly earnings (including male 
of the nd female) were only $1.06. 
rhev were as low as 63 cents in Birmingham and Nashville, 66 cents in Atlanta, 
buted nd 67 cents in Memphis. Average hourly earnings of females in Nashville were 
f the ictually 57 cents, or not even three-fifths of the minimum wage of $l. Since 
f ire averages, obviously many workers were receiving hourly wages of 50 
iction cents and even less. ; , 


fall Even in New York State average hourly earnings of all laundry workers in 


Ay 

October 1955 were onlv $1.08 according to a New York State Department of 
Best Labor survey About 17 percent of the workers earned less than 90 cents an 
more hour and 35 percent earned under $1 Although wages were somewhat higher in 
efore cleaning and dyeing establishments, 12 percent of cleaning and dyeing workers 

rove ‘ d less than 90 cents an hour and 20 percent less than $1. 
large While it is often claimed that laundry and cleaning and dyeing workers are 
Tvice protected by State minimum-wage orders, actually only about half of the States 
ts in har ninimum-wage orders covering laundry workers and still fewer cover clean- 
s of y 1 dveing workers Moreover, even in those States which have minimum- 
\\ ‘ rders apply ing to laundry and cleanit g and dveing worke S, they are ex- 

s*hind tremelv inadequate and most of them are sadly out of date 

must For example, Minnesota, Illinois, and Ohio have not revised their orders since 
he 1930’s. The laundry order in Arkansas actually dates back to 1915 and 
itled provides as the minimum rate $1.25 for an 8-hour day, or 15.6 cents an hour 
+4 Even some of the advanced industrial States have not done much better. For 
at the le, in Illinois the rates for these workers range from 23 to 28 cents an hour; 


York 
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in Minnesota from 23 to 32 cents; and in Ohio the rate is 27.5 cents for laundry 
and 35 cents for cleaning and dyeing. Only recently, New Mexico promulgated 
a 50-cent minimum hourly rate for this industry. 

Thus it is clear that workers in the laundry and cleaning and dyeing industries 
receive virtually no protection from State minimum-wage laws 

This bill would remove the exemption from large-scale chain laundry and clean- 
ing and dyeing establishments; that is, firms having 5 or more establishments 
and/or an annual business of at least $500,000. Minimum-wage protection would 
be extended thereby to large industrial and commercial laundries and cleaning 
establishments but the small home laundry would continue to be exempt 

With this change, coverage would be extended to approximately 160,000 addi- 
tional employees so that, with those already covered, a total of about 217,000 or 
slightly more than one-third of the workers in these industries would be covered. 
Indeed, it might even be both feasible and desirable to provide an even greater 
extension of coverage than the above formula would make possible. 


Hotels 


The present retail exemption also applies to hotels. Reference has already been 
made to the big-business character of a large part of the hotel industry w! 
employs roughly 500,000 workers 

Wages of hotel workers are notoriously low. The BLS made a survey of earn- 
ings of hotel service workers in 19 cities during the summer of 1955 This survey 


showed very low wages generally as well as wide regional variations for the same 
occupation. 

For example, citvwide averages for chambermaids ranged from 40 cents or less 
an hour in 4 southern cities to $1.27 in San Francisco. Even in Philadelphia and 


Washington, they averaged only about 80 cents an hour. The variation for 
pantrywomen was even greater, ranging from 39 cents an hour in Birmingham t 
$1.68 in San Francisco. Average hourly earnings for dishwashers ranged from 
32 cents in Houston to $1.34 in San Francisco. 

Employees in these occupations, despite their low wages, receive no tips \s 


a matter of fact, contrary to the widespread impression, only a small proportion 
of hotel workers receive tips. Thus a New York State survey for January 1956 
found that only 22 percent of the State’s hotel workers received tips from cus- 
tomers in addition to their cash payment. 

The extremely low wages paid to a large proportion of hotel workers emphasizes 
the urgent need of hotel workers for minimum-wage protection. The provision 
in this bill revising the retail exemption would also apply to hotels. If it were 
adopted, some 235,000 employees or roughly one-half of all hotel workers would 
gain minimum-wage protection. 


Wholesale trade 

About 10 percent of the Nation’s 244 million wholesale workers are exempt from 
coverage under the FLSA. Mainly because of the restricted definition of ‘‘inter- 
state commerce”’ in the present act, in most wholesale establishments only part 
of the employees are protected. Moreover, the same employee may be subject 
to the act in one week but not in another. 

There can be no question of the interstate character of the wholesaling industry 
and therefore there is no reason for exclusion of wholesale workers from the act’s 
protection. Moreover, a considerable number of wholesale workers receive very 
low wages. Thus in a recent BLS survey covering wholesale trade, it was found 
that average hourly earnings for material handling laborers in Atlanta were $1 
an hour and for 1 category of truckdrivers only $1.07. In Baltimore, janitors in 
wholesale establishments averaged only $1.08. Since the averages in thess 
eategories were at or barely above the statutory minimum, it is obvious that 
many workers were actually receiving less than the $1 minimum wage. 

The change in the basic coverage of the law which would be brought about 
with the enactment of this bill, which has been previously discussed, would 
extend FLSA coverage to virtually all of the nearly quarter of a million workers 
in wholesale trade now exempt. 


Te le phone 


Under section 13 (a) (11), the law exempts from its protection ‘“‘any switch- 
| } 


board operator employed in a public telephone exchange which has not more than 
750 stations.”’ It is worthwhile to recall that the original FLSA did not exempt 
any telephone operators. In 1939 the law was amended to exempt operators it 
exchanges with less than 500 stations and 10 vears later the exemption was 
extended to exchanges with 750 stations. 
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As of October 1955, there were approximately 200,000 telephone operators 
employed in the Bell System, none of whom, so far as we have been able to 
ascertain, were receiving less than the $1 minimum wage. There are about 
38.000 telephone operators in the independent (non-Bell) branch of the telephone 
industry of which 22,000 are exempt from the FLSA because they are employed 
in telephone exchanges servicing less than 750 telephones. 

Under the 750 station exemption, even the giant Bell System could legally 
pay less than the $1 minimum in its smaller exchanges and conceivably may be 
doing so in areas which are not organized by unions. However, large companies 
in the independent branch of the telephone industry are taking advantage of the 
exemption, including the General Telephone Co., a large holding company with a 


total plant investment of around $700 million Chis company has been able to 
pay substandard wage rates because minimum-wage protection has been denied 
to telephone operators emploved in small towns. Many other comparatively 


large and prosperous telephone companies are ulso taking advantage of the 
exemption. 

There are, however, some independent companies which do pay all of their 
least $1 an hour, including a number of companies operating ex- 
changes in very small towns which would qualify for the exemption. The fact 


empiovees al 


that these companies have not taken advantage of the exemption is a clear 
indication that other telephone companies could afford to pay the statutory 
minimum wage. Most States have no minimum-wage orders for telephone 


yperators. The result is that telephone operators exempt from coverage under 
the FLSA are also unprotected under State legislation. 


We strongly endorse the removal of the exemption for telephone operators 
which wo ld be accomplished under this bill 
Proce na of farm commodities 
The exemptions applying to workers engaged in packing, canning, and other 
processing of agricultural commodities (see. 13 (a 10) 7 (b) (3) and 7 (ce) are 
pe! ps the most complicated in the act both in terms of determining the applica- 
tion of these exemptions and administration of them. The Labor Department 
stimutes that nearly au quarter of a million workers ¢ nploved in processing of farm 
comniocities are exempt from minimum-wage protection In addition, large 
wumbers of workers are denied overtime pay d wing all or part of the year in 
O-( led > i> ynal industries. 
Here is what the Labor Department savs about the various exempti ms applyit g 
| j istrh 
i tie ( il produced b { e complies of exemptions ipplicable to a portion of 
Ln eimplovees in the indus ries ngage | 1h handling and processing agricultural 
commoditse is unsatisfactory from the standpoint of evervone concerned. The 
exemptions are often not understood by emplovers, are difficult to administer 
ina MLLICe COMPCULULVE inequities.” 
rding to the Labor Department, approximately 230,000 workers engaged in 
il ng ang processing farm commodities are ompletely exempt from all of the 
cls rotections (minimum wage, Maximum hour, and overtime because they 
ioveda in the area of (farm production The Department estimates that 
“apd i ne-sixth of these workers receive less than 75 cents an hour and two-thirds 
are paid less t $lan hou 


\lthough all sorts of arguments have been advanced for continuing the exemp- 


tion for this group of workers, in a statement submitted at the 1955 congressional 


hearings the Labor Department said that its own hearings on the definition of the 
area of production” produced “substantial evidence that the payment of the 
75-cent minimum occasioned no economic hardship on those establishments not 

in the exemption.’’ On the other hand, the continued exemption for a large 
proportion of the agricultural processing workers produces unfair competition 





based on substandard wages between those employers who are exempt and those 


In addition to the 230,000 farm processing workers completely exempt, about 
660,000 additional workers are exempt from the overtime provisions of the act for 
all or part of the year. It is argued that the overtime exemption is necessary to 
of farm products in these highly seasonal industries. 

Just because workers in these industries have such irregular employment, the 
overtime exemptions should be abolished. Complete FLSA protection would 
ire the low-paid workers who are forced to find jobs in these seasonal industries 
& more adequate income Withdrawal of the overtime exemptions would also 
provide an incentive to employers in these industries to attempt to regularize 
their production to the maximum extent possible. 


permit expeditious handling 
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would be pe nitt lL unde ! ent \ 
yrder é nd 1} of the law t vorke 1 processi f act 
cultural prod ts is b | ill present « nptio! pp ‘ 
This w« a ll i nil ind overtime ) { f l ’ ’ ) 
Wo! sno ( Oo MATTIA Ipt li mm I LSA ( ti 
Agricu é 
( 1 rib f A ican tarms ( 1OW if 
busines l 1954, of the 4.6 million farms in the [ 
} ion sold in 15 percent of the total ketable f 
ire h ir! \ ( pia qa Dre T l 
( sO itio f land o t er larger its I ired f eck il op 
ti | i ray NOwgsK 7 ie paren 
rt} La bo i ur S st < vl \ ( 
entirely by the farmer and the members of his famil\ ihey a yunted for 
additional 60 perce: 
At the the! I I es al ] 1950 ia r T . | 
only 70,000 large farms (5,000 mo acres in the VW 1.000 acres or mo 
the rest of the country), which covered one-third of the land i he United Stat 
and two-thirds of the land in the Western States These farms are getti f el 
ind fewe The yrodu one th of farm prod ( t ( 
and employ the bulk of t Nation’s farm worke 
Agricult wo eT C4 V aetnite 11 prot or of tiv | LSA { 
per! aps more tnan any rine PTOUD, they nave the g ] ( to tn 
provectiol ° Pil Ce Line \ are OT CO ll 4 I ‘ li i Tit { }! _ I ! ‘ 
have no income to fall back « W re out of a iob Most of tl re 
employed 1n highly seasonal work without we good part of tl I 
Been se they are exempt from coverage under the Labor R lations Act, 
have no bargaining power and are completely at the merey of their empl r 
All attempts of rm workers to organize into unions have been me with the 





iS of large Tarim ¢ } over 


most V iole nt resistance Dv OrganiZat rl d 


‘ rs A 
ful interests such as the notorious Associated Farmers in California. 
Today a large proportion of farm workers are employed on large-scale mechaniz 
corporate farms which do not bear th resemblance to the small family 
farms. These big business farms have been aptlv described as “factories it 

the field.” 


other power- 








Workers on these mammoth farms are hired and paid in the same manne 
as factorv employees and mav be discharged or laid off whenever the emplover 
desire i 


very ¢ 


Ss Most of them are engaged in Simple repe titive operations which are yt 
1 
A 


fferent from those performed on factory assembly lines 


inere is no question that the large corporate farm enterprises can afford to 


pay the minimum wage Acutually, many of the larger farms are combined 
under single ownership and operation, either by wealthy individuals or corpora- 
tions, often engage d not onlv wu pr »d icing but also processing and distributi é 
farm products. Yet most of these firms, large and prosperous as they are, pay 
pitifully low wages to their emplovees who work lt the fields, as the following few 


examples indicat 
The DiGiorgio Fruit Corp., of San Francisco, engaged in producing, processing, 





and distribution of fresh fruits, farms 18,000 acres in California and an additional 





{000 acres in Florida. This farm employs 2,000 farmworkers whose wages 
range as low as 87 cents an hour 
Southecoast Sugar Corp., of New Orleans, engaged in producing and process 


ry 
ry 
sugarcane, farms 31,000 acres in Louisiana and emnlovs 434 farmworkers and 


451 sugar-mill and refinery workers on a regular basis It pays as little as 50 
cents an hour for fieldwork, and its highest rate, which is for farm truckdrivers 


sa measly 65 cents an hour. 

Some few companies, with more up-to-date labor policies, do pay wages aboy 
the FLSA statutory minimum even though the law does not require them to do 
XX For example, Seabrook Farms. of Bridgeton, N. J., engaged in producin 
and processing vegetables on 30,000 acres in New Jersey, « mplovs 1,200 workers 
on a regular basis. The basic wage rate for farmworkers under the union contract 
is $1.0946 cents an hour. 

The United States Department of Labor collects farm-wage data in connection 


with the establishment of prevailing wages for workers imported from Mexico 
t 


Incidentally, it is ironical that the Mexican workers employed on United States 


farms are guaranteed at least some kind of a minimum wage while American 
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farmworket iy 1 all proteeti« \ itsoeve! [ Dey ent’s Dor 
for Wort her ad O¢« yher L956 o ae le } wl et es wa s |} 
naid | Pinal County AT or irrngatior VC 70 » SO cents per hour - 
Ci 1 County, Calif., grape picking, $1.25 p 10 Sol 1a int ( f ip 
¥) ' S1 we Merced County ( nary ; il ids nd \ I 
SI 1 $1.25 p hour; Longmount, Colo., \ table harvest, 75 « me ) 
R ( v, Micl harve ng lima peal i per yur Feu n ( inty, Or 
pat ! il ls of fruit, $1.25 t 1.42 we l Viost t i col 
hy United Stat Department of Lab s bas on pie rat and is the fo! 
if no 4 
e Unit 1 St ilé¢ 1) part! nt oi \g culture ilso 7 blishe mith rey 

based on going rat ( by 20,000 farm report ro out 4 

The report o1Ve on ovel ll i ‘Truce \ re rave on a State-bD S Le DAs 
USDA Ia I ( Repo ho rate 28 States 1 « ) , hour ; 
October 1 156 Che highest rate reported was $1.25 p 1 Conner 
he tate Washi On 1 i vera i $1.25 pe hou! i ria nd ¢ 
rate eraged $1.14 per hour for far ) li st e average f 
rate was in ext of 90 cents per ho he lowe reported were 44 
neou I I »t ent l \ Sippl a ts i ¢ r ( i ov ¢ 

Alab i 

Of co ‘ ll of the ni res are \ ( t can readul pe seen t! 
ge 1 rs of farmworkers all over the intry being paid far less n 4 
‘ nour Yet the ict that ome far ( I ad re e Sl and mor indi i 
that ext ion of minimum-wagt protecti oO workers on large farms ) 
practicable and ¢ litable 

FLSA prot« t} can be extended to the y proport of the Nation’s r? 
workers who are « } ved on the relative ew lars farms ihis can b C- 
complished with minimal effect on the small- and family-size farms which ¢ ) 
only a small proportion of farmworkers indeed, they would be better able 





compete with the few large-s« 


lecent wage 


ale farm enterprises if the latter had to pay thei 
empiovees ( ag 
In order to ext nd FLSA protection to } hs million farmworkers emploved o 
large farms, this bill would extend coverage to an\ employee employed in a 
culture, during any calendar quarter, by a farm enterprise which used 4009 o1 
more man-davs of hired farm labor during an. of the preceding t quarters, ot} 
than labor performed by members of the family of a farmer-operated farm. 
Fish processing 
Under section 13 (a) (5), minimum-wage coverage is denied to all fish-processing 


I 
workers except those engaged in canning fish. This exemption applies to some 
26,000 on-shore fish-processing workers. 


4 


In actual practice, plants engaged in both canning and in freezing or o 
types of processing do not discriminate among their canning and noncannins 
workers, and therefore pay at least the minimum wage to all of their employees 
We can see no reason why firms engaged in fish processing other than canning 
should not pay the minimum wage which some of their competitors already pay 

In order to assure FLSA protection to all fish processing workers, this bill 
would remove the exemption now applying to such workers. 


Logging 


Section 13 (a) (15) exempts from coverage logging establishments with 12 « 
less emplovees This exemption was established in 1949. ostensiblv on the 
grounds that small lumbermen could not compete with large operators unless 
they had a wage advantage. In actual practice, a cutoff point in the exemption 


as between small and large employers has been more theoretical than actual 
While the law intends that only employers of 12 or less be exempt, the larg 
firms have simply subcontracted a good deal of their business to the small 
firms, thereby depriving workers who would ordinarily be employed by the larg: 





employers of minimum wage protection. 

By eliminating the present exemptions in the present law, this bill would 
restore minimum-wage protection to logging « mployvees 
Othe? 


sv eliminating exemptions in the present law, this bill would also assure FLSA 


protection to various groups of worker in miscellaneous industries and occupa 
tions not now covered Thev include a considerable number of workers em 


ployed in the maritime trades, small newspapers, small telegraph agencies, local 
transit, and taxicab companies, as well as an estimated 1 350,000 outside sales 
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mer Many of ese workers receive verv low wages and are badly in need of 
the protection of the FLSA These exemptions are not only unfair to the workers 
not covered, Dut also ereate ine | itable situation i between Competing me 


panies in the same in¢ 


CONCLUSION 








With adoptio1 of This bill ipproximately one-half of the 20 million wort 
now exempt would gain FLSA protection lhe various groups of wor! 
rentlv excluded from FLSA benefits who would covered a roug 
iS follows 
Retailing and service (including laundry and cleaning ; G60 
Outside salesme1 1, 35 
Agriculture 1, 500 


Construction L, 400, 
W holesaling 
Hotels and inns 





Acricultural processing 
Finance, insurance, and real estate | 
seamen | 


smal loggegin 


oO 


ope! itions 


Mining and manufacturing 104 
Local transit companies RO). 
Small newspapers yy 





Seafood processing 26, 
Taxicab companies 50. 
Small telephone exchanges Is 
Miscellaneous 210 
Total 9 O82 
| ese workers are preaomil ntl wwe ¢ vor iwmd are in inet li 
9 itest need of e law yroteetio Chere is ) ison , e FLSA she 
( 1ue to discriminate Pail tl I 
Che extension of coverage 1 1 ula ele ed le H. R. 4575 is mod 
ind ictic | [t is basieally fair and « omically d tb] \t 
ne, enactment of H. R. 4575 would also ease many o idininistrative p 
en whi } Department has had to me il itt ipting to deter 
ie pre lr n ictLs ce pe’ 
We S to give enre! ad svmpa ti ! te! ! >t 
f xt ige of ft FLSA to large groups ow-paid rk 
1 In or compli ( ea 
e urge u of H. R. 4575 pos la 
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TABLE 2 Distribution of retail trade establishments by 
UNITED STATES TOTAL 
Establish- Sale 
ments 
Number Thousands 
Total i sen edna 1, 721, 659 | $169, 967, 748 
With annual sales of $1,000,000 and ove1 18, 969 44, 688, 509 
$500,000 to $999,000 30, 122 20, 787, 448 
$100,000 to $499,000 273, 276 53, 581, 719 
Less than $100,000 1, 399, 283 50, 910, 072 
Percentage 
Total Fen Re 100 100. 0 
With annual sales of $1,000,000 and over 1.1 26. 3 
$500,000 to $999,000 _ - 1.7 io 
$100,000 to $499,000 15.9 31.5 
Less than $100,000 81.3 BU. ( 
FOOD STORES 
Total . 384, 616 $39, 762, 213 
With annual sales of $1,000,000 and over 6, 344 10, 869, 942 
$500,000 to $999,000 SHO 5, 529, O75 
$100,000 to $499,000 58, S6F 11, 342, 435 
Less than $100,000 E 2 311, 55¢ 12, 020, 761 
Percentage 
Total ) 4 Be 100. ( 00.0 
With annual sales of $1,009,000 and over l 2 
$500,000 to $999,000 - ov 
$100,000 to $499,000 ] “ss 
Less than $100,000 SI. 30. 2 
ATING AND DRINKING PLAC] 
Por ‘ S 
Writ ann sof $ Om 24 ’ 
$500,00) 1 + ) KH4 . 4 
STOO.000 T S404 s 7 { " 
I $ 8, 892, 4 
Wit innu i f $1,000,00 
S500 OM LO S449, 
$100,000 to $499.0: 24 
Less than $100,006 39 67 
JEPAI MENT RES 
Tota 9 t $10, 557, 843 
With annual sales of $1,000,000 and over 1, 68 ), 782, 44 
$500,000 to $999,000 ) 15, 734 
$100,000 to $499.00 Jt 7, 84 
Less than $100.00 i 41,82 
Percel 
rota W). 100.0 
With annual es of $1,000,001 d over 61. ( 12. ¢ 
$500,000 to $999,000 _ _ - 25.4 4.9 
$100,000 to $499,000 1.8 
Less than $100,000 1.8 Lo 
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TABLE 2 Distribution of retail trade establishments by volume 
VARIETY STORES 
Establish- Sales 
ments 
Number Thousands 
Total 20, 917 $3, 066, 634 
With annual sales of $1,000,000 and over 304 671, 691 
$500,000 to $999,000 870 596, 832 
$100,000 to $499,000 5, 503 1, 229, 852 
Less tt 1 $100,000 14, 150 568, 259 
Percentage dis 
Lot 100. 0 LOO. 0 
With annual sales of $1,000,000 and over 1.9 21.9 
$500,000 to $999,000 4.2 19.5 
$100,000 to $499,000 26.3 40. 1 
Le than $100,000 67.6 18. 5 


APPAKEL AND ACCESSORIES 


STORES 


Con. 


of sales, 1954 


Number of 
employer S 


Payroll 


Thousands 
$484, 053 








114, 695 70, 984 

98, 656 67, 981 

206, 263 2, 83 

64, 439 51, 860 

tribution 

100. 0 100. 0 

23.7 21.3 

20. 4 0). 4 

92 


42.6 
13.3 


90 


13 








lotal 119, 743 $11, O78, 209 $1, 486, 099 607, 340 
Wit 1ual sales of $1,000,000 and ov 782 1, 822, 405 316, 976 116, 093 
$500,000 to £999,000 1, 533 1, 038, 691 163, 459 9, 582 
$100,000 To S499, 000 23, 858 4,421, 553 610, 660 239, 030 
Less t £100,000 93, 570 3, 795, 560 395, 004 192. 63 

Percentage dist bution 

otal 100. 0 100.0 100. 0 it } 
Wit tal sales of $1,000,00 | ( 7 16. 4 13 } 
$500,000 to SYYY_ OOK 13 4,4 11.0 is 
$100,000 to $499,006 19 30.9 41.1 
Less t $100,000 78. 1 4.3 26. 6 7 

AUTOMOBILE AND ACCESSORIES STORES 

i 85, 053 $29, 914, 997 $2, 789, 899 710, 802 
W nual s of $1,000, il over 6, 020 13, 525, 240 1, 273, 726 
$500,000 to $999,000 8 472 874, 8607 4, 748 
} F é id, S04 ,/ ‘ 
$100,000 to $499,000 3 13 743, 445 723, 881 ; oll 
LA than $100,000 39, 718 2, 766, 445 227, 544 78, 369 

Percentage distribution 

lotal 100, 0 LOO. 0 100. 0 100. 0 
Wit innua sles of $1,000,000 and ove 7.0 15,2 45.7 a, 
$500,000 to $999,000 9. 9 19.7 20. 2 0. 4 
$100,000 to $499,000 36.9 25. 9 25.9 $0.3 
Less than $100,000 44, 2 9.2 aR 9 11.0 
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TABLE 2.— Distribution of retail trade establishments by volume of sales, 1954—Con. 


GASOLINE SERVICE STATIONS 


Establish- Sales Payroll Number of 
ments employees 
Number Thousands Thousands Number 


TNs deteniicdiinks desiihctibs aca 181, 747 $10, 743, 812 $835, 965 358, 485 


With annual sales of $1,000,000 and over 61 120, 829 10, 089 3,075 
$500,000 to $999,000 - .- hi ‘ 345 228, O95 20, 770 6, 824 
$100,000 to $499,000 _ a 23, 242 3, 645, 211 364, O89 132, 736 
Less than $100,000. -_. Z . 158, 099 6, 749, 677 441,017 215, 850 


Percentage distribution 








Total. - alain a 100. 0 100. 0 100. 0 100. 0 
With annual sales of $1,000,000 and over ) 1.1 1.2 0.9 
$500,000 to $999,000_____ 0.2 21 25 1.9 
$100,000 to $499,000 _ - a ‘ $ 12.8 33.9 43.5 37.0 
Less than $100,000__ 87.0 62.8 52.8 2 
} 
1 Less than one-tenth of 1 percent 
DRUG STORES, PROPRIETARY STORES 
Total 56, 009 $5, 251, 791 $658, 485 300, 435 
With annual sales of $1,000,000 and over 13 21, 814 7, 904 
$500,000 to $999,000 5R2 37: 4. 786 20) 576 
$100,000 to $499,090 15, 270 2, 674, 851 375. 136 ' 187 
Less than $100,000 40, 044 2, 029, 810 215, 749 114, 678 
Percentage distribution 
Total 1on.0 100. 0 100.0 100.0 
With annual sales of $1,000,000 and over 2 » 3 a 7 
$500,000 to $999,000- - - 1.0 7.1 g 2 68 
$100,000 to $499,000 27.3 0.9 7.0 2.3 
Less than $100,000 71.8 38.6 31.4 2 
OTHER RETAIL STORES 
1 226,903 | $15, 986, 884 173, 0 ) 
With annual sales of $1,000,000 and over 199 1, 773, 873 $1, 028 
$500,000 to $999,000 3 054 2. O80, 439 
$100,000 to $499,000_ _ 32, 527 6, $52, 818 ; 
Less than $100,000 1M), 323 », 779, 754 209, 036 
Pe age dist tion 
) 10) ! wooo 
With annual sales of $1,000,000 and over { 11.1 ) 8.0 
$500,000 to $999,00 3 13.0 12.4 ; 
$100,000 to $499,000 14 , » 14] 
Less than $100,000 83.9 36. 2 32.9 
NOTI Percentage figures may not add to totals because of rounding 
Source: Computed from 1954 Census of Business, Retail Trade, Bulletin R-2-2 
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Tape 3.—Percentage changes of retail establishments by size, sales, and employment, 
1948 to 1954 


| 


| Number of employees 


| Establish- | _ ati ckewieiatinmela in mak het eli 

ments | 

Sales Total | Full work- Payroll 
j | week 

Total Sain’ | 6.2 | 31.2 4.7 | 4.6 34. 4 

Annual sales of 
$1,000,000 and over 81.8 | 73. 1 18.1 14.2 51.7 
$500,000 to $999,999 38.4 39.9 15.8 15.6 | 40.3 
$100,000 to $499,999 24.7 | 24.3 | 9.9 | 8.2 | 34.3 
Less than $100,000 1.8 | 8.4 12.4 —9.9 | 13.8 

| | | 
| | 
| 


Source: Computed from U. S. Census of Business. 1948, vol. 1, Retail Trade, General Statistics, pt. I, 
table 2B; 1954, Retail Trade, Sales Size, Bulletin R-2-2 Advance Rept, table 2A. 

As shown in Sar Levitan’s Application of Fair Labor Standards Act to Retail Trade, Library of Con- 
gress, Legislative Reference Service, Jan. 31, 1957, table 3, p. 10. 


TARLE 4.—Average annual earnings in United States for full-time employee, 1955 





Annual Percent of 
Industry earnings retail earn- 
ings 
All industry $3, 830 
Retail trade... 3, 221 
Wholesale trade 4 771 
Manufacturing 4, 351 
Finance, insurance, and real estate $ 4, 032 | 
Transportation 4, 755 
Servic 2, 789 
Government 3, 711 





Source: U. 8. Department of Commerce, Survey of Current Business, July 1956, p. 20. 


4s shown in Sar Levitan’s Application of Fair Labor Standards Act to Retail Trade, Library of Congress 
Legislative Reference Service, Jan. 31, 1957, table 3, p. 10. 


TaR_Le 5.—Payrolls as percent of sales in retail trade establishments with sales of 
$500,000 and over, 1954 


Payrolls Payrolls as 
Sales ($1,000 ($1,000) a percent of 
sales 
United States total 65, 475, 957 7, 493, 684 11.4 
Food stores 16, 399, 017 1, 175, 728 7.2 
Eating and drinking places 961, 352 290, 940 30. 3 
Department stores 10, 298, 175 | 1, 733, 668 16.8 
Variety stores 1, 268, 523 213, 351 16.8 
Apparel and accessories stores 2, 861, 096 480, 435 | 16.8 
Automotive group 19, 405, 107 1, 838, 474 i 
Gasoline service stations 348, 924 30, 859 & 8 
Drugstores, proprietary stores 547, 130 76, 600 0 
Other retail stores 3, 854, 312 338, 218 | 8.58 


Source: Computed from 1954 Census of Business, Retail Trade, Bulletin R-2-2. 
APPENDIX B 


INVESTIGATION OF WAGES AND LIVING CoNDITIONS OF WorKERS Not CovERED 
BY THE Farr LABOR STANDARDS AcT 


On the following pages are summaries of interviews compiled by AFL-CIO 
research teams in three cities—Asheville, N. C.; Springfield, Mo.; and Pottsville, 
Pa. In some cases names are marked “fictitious’’ because workers were afraid 
they might lose their jobs if they permitted their names to be used. In every 
case, however, the AFL-CIO interviewers talked to the workers described, and 
in many instances visited the workers in their homes to obtain firsthand informa- 
tion on their living conditions, 
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I. ASHEVILLE, N. C. 


Asheville, N. C. has a population of 53,000. (The metropolitan area includes 
124,000.) Its principal industries are textiles, chemicals, and furniture. It is 
aiso an important resort area. 

Vhen the higher minimum wage went into effect March Ist for those in “‘cov- 
ered” industry, it brought raises to an estimated 1,200 workers in Buncombe 
County in which Asheville is located. This is about 10 percent of the total number 
of manufacturing workers in the county. 

North Carolina has no State minimum wage law. A maximum-hour law pro- 
vides that no employer shall employ a female for more than 48 hours a week or 9 
hours a day. 


i. Mrs. Mar 7] Sm ith { fict tio iS nLaLine 


Employment and earnings.—Mrs. 8. has worked 2 vears in a laundry. She 
earns $27.50 for a 52%-hour week, or about 52 cents an hour. Her first vear she 
earned only $25 a week. 

7 ° 7 . - ‘7 ° 

Family composition and sources of income.—Mrs. 8’s earnings are the sole source 


of income for herself and her two children living at home, ages 15 and 13. 

Living conditions.—Mrs. 8. and her family live in a five-room frame bungalow. 
They have inside plumbing, but no central heating. A wood stove heats the 
living room, and the family cooks on a coal stove. She has a refrigerator (pur- 
chased for her by her son-in-law) but no other appliances. he only furniture 
she owns is the stove, an old cabinet, and two old-fashioned beds which need new 
mattresses. (Mrs. 8. is presently borrowing a three-piece living room suite from 
a married daughter to help furnish her home, but at the time of the interview, this 
was soon to be returned. 

Mrs. 8. says she has not spent $10 in clothing on herself in the last 2 vears. “I 
have gone back and forth to work with my feet on the ground—with holes in my 
shoes,” she said. Her children are also in need of shoes and clothes. 

She feels her son needs vitamins, but she is unable to buy them. Her daughter 
can’t get the dental care she needs, and Mrs. Smith herself needs new glasses which 
she can’t afford to buy. 

The family spends nothing on recreation, unless the children earn money baby- 
sitting for other families to pay for a movie. The children have their noon meal 
at school at a cost of $1.15 a week. Supper consists mostly of vegetables—dried 
beans, potatoes, tomatoes, corn, and bread. She buys no fresh fruit, just a couple 
of cans of applesauce. Mrs. 8. buys 1 quart of milk every other day. Neither 
she nor her daughter drink milk because her underweight son needs it most 

Immediate expenditures if wage was raised to $1 an hour.—‘‘First thing, I’d buy 
more substantial food for my children. Next I’d have my eyes tested and my 
glasses fixed. I’d have my daughter’s teeth fixed. I'd pay on my debts and then 
I’d buy the mattresses we need and a few clothes.”’ 


a 
T 


2. Mrs. Dorothy Lane (fictitious name) 

Employment and earnings.— Mrs. L. earns 85 cents an hour as a sales clerk in an 
Asheville department store. Mrs. L. reports that sales clerks technically receive 
“commissions” in addition to their hourly pay, but the quotas are set too high for 


them to earn such extra pay. She works a 48 hour week. (During the Christmas 
season even longer.) 
Family composition and sources of income. Mrs. L. supports herself and 2 boy S 


ages 15 and 4 on her salary. The only other source of income is a part-time job 
her older son holds which brings in about $6.50 a week. 

Livina conditions.— Mrs. L. pays $50 a month rent for a three-room apartment 
with bath. She pays for her own gas and lights. One of Mrs. L.’s major com- 
plaints is that on an hourly wage of only 85 cents, the store expects its employees 
to wear clothes comparable to their customers. On such a salary she simply can’t 
afford special clothes for every season of the year. 

8. Mrs. Fay Taylor 

Employment and earnings.— Mrs. Taylor earns $2.50 a day as a waitress in the 
Holiday restaurant. She is allowed two meals a day on which the employer 
places a menu value of $3. Her tips amount to “not over $15 a week.’ She 
works on 84-hour day, 6 days a week if business is good. 

Mrs. Taylor has to pay for uniforms out of her salary. The initial cost of the 
uniform runs from $7.50 to $15. White shoes cost $8.50 a pair. She must wear 
hose at a cost of about $1.35 a week. 

1 


Family composition and sources of income Mrs. Taylor supports herself ana 
her aging, ailing father. Her father receives $90 a month on a note owed him, 
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but this will soon be paid up. His income is not sufficient to cover his high 
medical expenses. 

Living conditions.—The Taylors live in a modest home. They have a refriger- 
ator, a car, and a deep freeze. Mrs. Taylor raises many of her own vegetables 
for the deep freeze. She also raises chickens. 

Mrs. Taylor’s major financial problem is her father’s medical bills. He has 
angina and neuritis and must make frequent trips to the doctor and the hospital. 
She has bills of $600 to the Mission Hospital and owes the doctor $200. (Mrs. 
Taylor produced checkbook stubs for bills totaling $82.63 for November and 
December alone.) 

Immediate expenditure if wages were raised to $1 an hour.—“T’d clear up the 
indebtedness on my medical and hospital expenses. Next I’d get the dental 
work done that I need.”’ 


; 


Information on laundry workers obtained by John Jervis, president, AFL-CIO 

Central Labor Union of Asheville 
Starting rate: $88 a month. ‘‘Going’’ rate: $98 a month. Hours: 48 per week: 
Bonus: If an employee does not miss any work days in a given month, he receives 
a $5 bonus. Fringe benefits: Two weeks vacation with pay. 

6. Additional information on wages in local retail establishments 

A. Fain’s Thrift Store: Sales clerks: $18 to $24 per week, $30 per week 
maximum. 

(Mr. L. C. Jones, a salesman in an Asheville clothing store, stated that this is 
representative of prevailing retail wages in the area.) 

Commission.—$1 tO $4 per month. Fain’s is said to have announced that those 
who failed to make their sales quota 2 months straight would be automatically 
fired. 

Fringe benefits —One week’s vacation for 2 years service; paid sick leave; life 
insurance and hospitalization. 

B. Eckerd’s Drug Store (chainstore): Counter girl; 39 cents per hour for 
58-hour week. 

C. Ivey’s Department Stores: Sales clerk; $25 per week. 

1). Rose’s Dime Store: Sales clerk; 50 cents per hour. 

Ki. Bon Marche Department Store: Cashier; $30 per week. 

F. Hat shop (not named): Sales clerk; $26 per week. 

G. Grocery store (not named): Clerk; $35 per week. 

Nore.—The above information was obtained from employees or close relatives 
of employees in the stores who did not want their names mentioned for fear of 
losing their jobs. 

Il. SPRINGFIELD, MO. 


Springfield is the fourth largest city in Missouri with a population of 91,900. 

Slightly more than a third of its working population, 16,300 out of a total 
employment of 45,600, hold jobs in trade and service industries. 

Missouri has no minimum wage law. According to the Missouri Division of 
Employment Security Office, most retail and service workers in Springfield in 
uncovered employment earn less than $1 an hour. Among hotels, restaurants, 
laundries, retail food stores, gas stations, and local department and variety stores’ 
wages range between 75 and 90 cents an hour. 


1. Mr. Lawrence Suggs 


Employment and earnings.—Mr. Suggs works in a laundry, loading laundry 
extractors and taking care of similar tasks. He makes 90 cents an hour for a 40- 
hour week. Mr. Suggs reported, ‘‘Last week, I only worked 18 hours, it’s been 
a couple of months at least since I worked a 40-hour week.’”’ He works Sundays 
and holidays with no overtime. He is a member of the Laundry Workers’ Union 
and has been working at the Springfield Laundry for 4 years. 

Family composition and sources of income.—Mr. Suggs is the sole support of his 
wife and 3 young children. 

Living conditions.—The Suggs pay $30 a month for a four-room frame house. 
The house is more than 5 years old and badly in need of repairs. There is no in- 
side plumbing, no hot water and no central heating. The house is heated by a 
wood-burning stove in the living room which also doubles as a bedroom at night 
for the two small girls. Mr. Suggs ‘‘shops around” to get wood without cost, then 
pays $4 an hour to get it cut. He estimates the cost of the wood at about $30 
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a winter. The family has an oil stove in the bedroom, but it is seldom used. 
‘We don’t have the money to get oil.” 

The family doesn’t have money to buy adequate food. Mrs. Suggs reported, 
“We get just 1 quart of fresh milk a month. Otherwise we get canned milk and 
add water to it. That runs about 17 cents a can, and it makes a whole quart so 
that saves us 7 cents a quart right there. We have either hamburger or pork for 
meat, maybe 3 times a week. You get used to it and you like it because it’s less 
expensive so you buy it all the time.’’ It’s been 4 years since the family was 
able to afford a turkey for Christmas. Christmas is also the only time the children 
get oranges. 

“We cut down on a lot of things so we can get by,’”’ Mrs. Suggs said. ‘‘Food, 
doctors, clothes—we don’t buy what we should. We try to get the kids the shoes 
they need, but we only can do that one at a time. And they usually have to do 
without things to cover their legs—they haven’t had new jeans for a couple of 
years, and they grown fast too.” 

The Suggs’ major debt is a bill for about $100 incurred to repair a water pipe 
leak last year. 

Immediate expenditure if wages were raised to $1 an hour.—Mrs. Suggs said, 
“‘We’d get the bills straightened up and then use the money where we needed it. 
Things like dentist work for the children, and clothes. And we’d get a quart 
of milk every day. And oranges more often than just at Christmas.” 


2. Mrs. Cora Martin 


Employment and earnings.—Mrs. Martin earns $4.47 a day, take-home pay at 
the Colonial Hotel where she works as a maid. 


Family composition and sources of income.—Mrs. Martin is the main bread- 
winner for her family of three young children. Mr. Martin earns about $10 a 
week doing odd jobs such as trash hauling. Two years ago he lost an eye in an 


industrial accident, and since that time has been unable to get regular employ- 
ment. Rosemary M: rtin, a 19-year-old daughter, also works. She is an ele- 
vator operator at the Springfield Hotel. 

Living conditions —The Martins purchased a 5-room house 8 years ago and 
pay about $46 a month in mortgage, taxes, electricitv, and heat. Formerly they 
used butane gas for heat but have switche .d to a wood stove to save mone Vv. 

The family owns a second-hand car, purchased to enable Mrs. Martin and 
Rosemary to commute to and from work. They pay about $39 a month on the 
car. Furniture purchased on the installment plan costs about $40 a month. 
Mrs. Martin borrowed an additional $100 at Christmas to meet car payments 

Buying adequate food for the family is a problem. The Martins eat very 
little meat. Asked about the family’s suppertime meals, Mrs. Martin said, 
a I’ll make a big pot of soup sometimes, and we get by on that.” 


Medical expenses are another source of financial worry. Mrs. Martin has to 
go to the doctor’s every week for shots for trouble she’s had with her jaw. They 
cost $3 to $5 a visit, ‘I still owe about $70 on my husband’s hospital bill from 
his accident. I pay them whenever I can. One of the children had to go to the 


dentist, and it cost $3 to have a tooth taken out. Two more teeth have to come 
out, he said, but we don’t have the money for if 

Immediate expenditure if wages were raised to $1 an hour.— 

(a) “I'd pay off my bills as fast as I could and then get better food and clothes 
for the kids.’ 

(b) “We could get their teeth fixed too.”’ 


8. Mrs. Margaret Brown 

Employment and earnings.—Mrs. Brown earns 71 cents an hour at the Selmier- 
Peerless Laundry, a commercial laundry in Springfield. Although a 45-hour 
week is called for in the company’s contract with the Laundry Workers’ Union, 
employees have been putting in 30 hours or less. Mrs. Brown testified that “last 
week my paycheck amounted to $19.57, and this week it will be less because 
hospitalization and other deductions will be taken out 

Family composition and sources of income.—Mrs. Brown has been helping to 
support her son, his wife, and two young daughters ever since he was completely 
disabled overseas in the Army Air Force. The only other source of income for 
the family is her son’s 100 percent disability allotment of $126 a month. 

Living conditions.—The family has to spend about $15 a week on food. Be- 
tween food and other ‘“‘must’”’ expenses, they have barely enough left over to pay 
the utility bills. 

‘We had some money in the bank, but that ran out because we had to have my 
son in the hospital. The Government paid his hospital bills when he was in the 
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Veterans’ hospital in St. Louis, but that’s almost 250 miles away and so cost us 
quite a bit to visit him.” 

The Browns are so far in debt now they have had to mortgage some of their 
furniture. 

Mrs. Brown hasn’t been to a movie in about 3 years. ‘TI haven’t had a new dress 
in so long I can’t think when I did get one. And the only new shoes I’ve had were 
given me as a Christmas present.”’ 

Immediate expenditures if wages were increased to $1 an hour.—Clean up debts. 

Food and medicine. ‘‘There’s medicine I need, but haven’t been able to buy 
just because I don’t have the money.” 


4. Mr. Ira Webb. 


Employment and earnings.—Ira Webb is a dishwasher at the Colonial Hotel. 
He earns 56 cents an hour. 

Family composition and sources of income.—Ira supports his wife and two grand- 
daughters. His son was unemployed, but recently got a job at the hotel with 
Ira. 

Living conditions.—The Webbs live in a ramshackle three-room frame house 
which Mr. Webb purchased for $750 in 1945. Mr. Webb has put in electric 
wiring and a roof over its east portion himself. He has also installed indoor 
plumbing. As yet, the house does not have hot water. 

The family buys about a gallon of milk a day, because “it’s good for the chil- 
dren,”’ but otherwise tries to eat “as cheaply as we can.’’ Although most of their 
income goes for food, Mrs. Webb feels the family doesn’t eat as good as they 
should. “I don’t mean meat every day; I mean meat once in a while, and fresh 
vegetables and fruit, and maybe a candy bar for the girls.”’ 

Clothing is also a problem. The 6-year-old didn’t go to school 1 week in 
January because the weather was too cold and she didn’t have a winter coat and 
leggings to protect her from the cold during the 6-block walk. 

The Webbs have many outstanding debts. They owe 3 years back taxes on the 
house; that have a bank loan of $316, incurred when a new sewer had to be put in. 
The family needs dental work, but can’t afford it. “TI have four teeth left. I 
pulled most of them out with my fingers when they got hurting so bad that I 
just had to.”’ 

The family’s only electrical appliance and source of recreation is a radio bought 
6 vears ago for $30. ‘The girls have never been to a movie in their life. And we 
can’t even afford to buy them a toy or a game.”’ 

Immediate expenditures if wages were raised to $1 an hour.— 

Pay up debts. Buy better food. Have dental care. 

Additional information obtained on wages in service trades in Springfield.— 

4. A hotel dishwasher showed interviewers his paycheck covering 14 days of 
work. His take-home pay for a 7-day work week came to $27.07, or $3.86 a day. 
He supports three dependents on his salary. 

B. A Springfield hotel pays bellhops 23 cents an hour on the premise they also 
get tips 

C. A retail clothing store salesclerk earns 67 cents an hour. 

D. Supermarket checkers earn 72 cents. 

ic. ‘‘Dime”’ store clerks earn about 50 cents an hour. 


III. POTTSVILLE, PA, 


Pottsville, Pa., has a population of 23,500 (the metropolitan area, Schuykill 
County, includes abour 224,000). It is an area of chronic unemployment due to 
the decline of anthracite-coal mining, once its most important industry. Today, 
Pottsville’s largest employment source is the apparel industry, which accounted 
for about one-third of the area’s nonfarm wage and salaried employment in 1953. 

As of November 1956, the unemployment rate among men was 16.2 percent of 
the available civilian labor force. Men account for nine-tenths of the unem- 
ploved, and over half are skilled or semiskilled workers—many former miners. 
Because the apparel industry is largely employing women, unemployment among 


women is only 4.7 percent. Based on this employment siutation, it is common 
in Pottsville for wives and daughters to be the principal or sole wage earners in a 
familv. Older women, who face an age barrier in the factories, are forced to 


accept whatever wages they can get in the retail and service trades to support 
their families. 

Pennsylvania’s minimum-wage law, enacted in 1941, covers women and minors 
only. Two wage orders have been issued under the statute as of January 1957. 
The restaurant and hotel minimum, effective in 1947, establishes an hourly rate 
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of 29 cents for “‘service”’ workers and 39 cents for “‘nonservice.”’ Laundry workers 
are covered by a 1941 wage order establishing an hourly rate of 27 cents. No 
wage order has been issued on retail trade. 


1. Joan Leland (fictitous name) 


Employment and earnings.—Joan Leland has worked 19 months as a checker 
in a large grocery store. She started out at $22 a week, was paid $25 a week for 
9 months, and now makes $38 for a 43-hour week. 

Family composition and sources of income.—Miss Leland is 20 years old. She 
lives with her mother, father, a 25-year-old brother, and 5 young children. Miss 
Leland is the only member of her family who was employed steadily in 1956. 
Her father can only find work intermittently. In 1956, he earned about $1,600, 
including unemployment insurance. The 25-year-old brother has not been able 
to find steady work since he was discharged from the Army a few months ago. 

Living conditions.—The Leland family of 9 owns a 5-room framehouse, over 100 
years old. They pay about $12 a month on the mortgage. 

The house has no central heating, no indoor plumbing. The downstairs is 
heated by a coal stove in the kitchen and living room. The upstairs is unheated, 
and, in the winter, Mr. L., who generally sleeps in the attic, has to sleep in the 
living room because the attic gets too cold. 

The house is in poor repair. Children are not allowed on the porch because the 
floors are so rotted. Doors are sagging and the roof is in bad condition. 

The family has made many home repairs themselves. The older brother put 
in pipes for hot and cold water a few years ago. 

The house is neatly but sparsely furnished. There are no rugs on the floors. 
A brother in the Army keeps up payments on a car which the Leland family has 
the use of while he is away. He also gave them a TV set. Other appliances 
include a fairly modern refrigerator, an old, hand-wringer washing machine, and 
a coal stove. 

Mrs. L. estimates the family spends about $50 a week on food. They used to 
receive 8 quarts of milk a day, but had to cut down on it when milk prices went up. 
The children eat their main meal at lunch through the school program, which costs 
$1.15 apiece for the 4 younger ones and $1.25 for the oldest. The evening meal 
is considered “‘supper’’ and generally consists of stew or soup. The family raises 
chickens to use as meat. Mrs. L. does all her own baking, and baked 18 loaves of 
bread a week for the family until a year ago when she hurt her back. The family 
has no savings and no insurance. 

Immediate expenditures if wages were raised to $1 an hour.— 

A. The mother has been told by her doctor that she must have an operation, 
which they presently can’t afford. This would be the family’s first expenditure. 

B. Milk. The children need more milk, but had to cut down because it was 
too expensive. 

C. Clothes. The children need new shoes for school. 

D. Lumber to fix the dilapidated porch. 

2. Doris Mason (fictitious name) 

Employment and earnings.—Doris Mason earns $38 a week as a bookkeeper for 
a 43-hour week in a grocery store 

Family composition and sources of income—Doris is 19. Her mother died 2 years 
ago. She lives with her father and four small brothers. Doris is the only steady 
source of support for her family. Her father is a collier in the coal mines, but in 
1956 he worked only about 6 months out of the year. Including unemployment 
insurance, his earnings came to less than $2,000 

Living conditions.—The Mason family lives in a ‘‘company house.’”’ As Mr. M. 
said, ‘Last year they raised my wage. Two weeks later they raised the rent 
They pay $14 a month for a 75-year-old house The roof blew off last year. 
There is no central heating, no indoor plumbing. The house is in very bad repair. 


Furniture is shabby. The family recently bought a secondhand, wringer-type 
washing machine and a TV set on which they pay $21 a month on the installment 
plan. 


The family can’t save much money on food, because Doris comes home too late 
to cook for the children. They eat out of cans Doris does cooking and cleaning 
and laundry on her days off. The Masons have no savings or insurance. Shortly 
before Christmas, Mr. Mason had to take out a loan. 

Immediate expenditures if wages were raised to $1 an hour The M. family’s 
most immediate need is medical and dental care. One child should have his 


tonsils out. All the children have been told bv the school physician that thev need 
dental care. 
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8. Miss Nora Matthews (fictitious name) 

Employment and earnings.—Miss Matthews works as a clerk in a chain depart- 
ment store at 90 cents an hour. (Prior to a union-organization campaign, in 
1956, she was earning 76 cents a hour. Her wages were increased when the union 
tried to organize the shop.) 

Family composition and sources of income.—Because she is 71, Miss Matthews 
qualifies for social-security benefits of $68 a month. She lives with 1 sister, 
Jennie, who works as a machine operator in the knitting mills at $1 an hour. The 
sister earned $1,800 in 1956. 

Living conditions.—The 2 sisters live in a 4-room house, left to them by their 
parents. Taxes and water bill come to about $150 a year. The house is in very 
poor condition—sagging floors, doors, rotted timber, broken stairs, and leaking 
pipes. The sisters are unable to make repairs themselves at their advanced age, 
and haven’t the money to have repairs made. Miss Matthews’ income allows 
her to eat adequately, go to a movie occasionally, and manage without debts. 
However, she can’t afford the extra health care which, in view of her age, she 
should have. 

Vost immediate expenditure if wages were raised to $1 an hour.— 

A. Orthopedic shoes, recommended by her doctor, but too expensive to afford 
at present. 

B. Arthritis treatments. 

Apart from these immediate needs, Nora wishes she could earn enough to be 
able to give up her old house and move to an apartment nearer to town with central 


heating. (She lives about 3 miles outside of Pottsville.) 


Ann Taylor (fictitious name) 

Employment and earnings.— Mrs. Taylor earns 66 cents an hour as a salesclerk 
in a department store. 

Family composition and sources of income.—Mrs. Taylor lives with her husband 
and three children. Her husband has been unemployed for 13 months. His 
total earnings, including unemployment insurance, in 1956 were $900. 

Living conditions.—The family spends $25 a month rent for a 6-room house. 
The house is over 50 years old, drafty, and of poor construction. There is no 
central heating. The only appliances the family owns are an old radio and 
washing machine which won’t work. 

Mrs. Taylor is concerned that her family eat adequately. They buy about 
14 quarts of milk and a dozen apples a week. However, they rarely have meat. 

In a 2-year period, the Taylors have incurred debts of over $1,000 from banks 
and finance companies. They should be paying $70 a month on these, but can’t 
meet the payments. 

All three children need dental care badly. Mrs. Taylor’s oldest daughter has 
been accepted for nursing school at St. Joseph’s Hospital, but her teeth must be 
fixed before she can pass the physical examination. Ann doesn’t know how she 
can afford this expense. 

Immediate expenditures if wage was raised to $1 an hour. 

A. Daughter's dental care, 

B. Tuition for parochial school. (Children had to leave school because she 
couldn’t afford to pay tuition.) 

C. Repairs on the washing machine. 


Bertha Bradley (fictitious name) 


Employment and earnings.—Mrs. Bradley earns $36 for a 40-hour week (it was 
44 hours until December 1956) in a variety store. 
Family composition and sources of income.—Mrs. Bradley is a widow. Her 


husband died about a year ago. Bertha has one son, 17 years old, living at home. 
She is about 45 years old. Presently she receives $708 a year under the railroad 
annuity. However, this payment will cease when her son reaches 18. At this 
ime, he will still be in school. Unless he quits school, Mrs. Bradley doesn’t 
know what she will do to support him. She may have to go and live with her 
second son who is married and has a family of his own. 

Living conditions.—With the retirement money, Mrs. Bradley is able to main- 
tain a modest but adequate 5-room apartment, for which she pays $40 a month. 
She has all the necessary appliances and utilities, and nice furniture. In fact, 
she originally went to work to pay for a new living room and kitchen suite. After 


yak 


her husband got sick, she became the principal and finally the sole wage earner. 








80 FAIR LABOR STANDARDS ACT 


Immediate expenditures if wage was raised to $1 an hour.—If Mrs. Bradley’s wages 
were raised to $1 an hour, it would partially make up the money she will lose 
next year when the railroad annuity expires. This is her major fear. 


6. Mary Cameron (fictitious name) 


Employment and earnings.—Mrs. Cameron earns $38 for a 40-hour week at a 
variety 5- and 10-cents store (before November 1956 she earned $36). She has 
been a department manager for 10 years. In 1946, she was earning $17.60 which 
was the going rate for years until the unions started to try to organize retail 
workers in the Pottsville area. 

Family situation and sources of income.—Mrs. Cameron is a widow. She has 
twosons. One, who is a truckdriver, lives at home and pays the rent. The other 
is married with children. 

Living conditions.—Mrs. Cameron has a neat, modest house. She is an un- 
usually good manager—buys clothes on sale, buys nothing on time, and is able to 
put away almost $10 a week. However, as soon as she accumulates a little nest 
egg, it’s eaten away by some unforeseen expense. She has been trying to save 
now for 5 years to take a real vacation away from home, but has never been able 
to manage it. She spends nothing on recreation, ‘‘goes on dates.”’ 


Immediate expenditure if wage was raised to $1 an hour.—Son wants to go to weld- 
ing school to become a skilled mechanic. If he does, he will need welding equip- 


ment which Mrs. Cameron would like to give him. 
7. Elizabeth Dolan (fictitious name) 


Employment and earnings.—Miss Dolan earns about 75 cents an hour doing 
general laundry work in Latz’s Laundry. She has been working for 13 years. 
She receives 6 holidays and 1 week vacation. She earned about $1,400 last year. 

Living conditions.—Miss Dolan is 43 vears old and single. She lives alone in a 
room which rents at $10 a week. She eats her meals out—has no appliances, 
spends very little money on recreation. 

Immediate expenditures if wage was raised to $1 an hour. 

A. More frequent medical attention. Miss Dolan needs false teetl She 
suffers from asthma, but can’t afford any medicine. 

B. A better room. 

C. Better clothes. 


8, Mabel Jacobs (fictitious name 


Employment and earnings.— Mrs. Jacobs earns 85 cents an hour for a 44-hour 
week as a chambermaid in a hotel. Uniforms are supplied by the hotel, but Mary 
must wash and iron them. She reports, “Tips don’t amount to much—maybe a 
couple of bucks a week.” 

Family situation and sources of income Mrs. Jacob’s husband owns and 


operates a small barbershop. Mary started working when her elder son went 
into the Army and the family lost his income. She has 5 children under 18 now 
at home. 

Living conditions.—The Jacobs own a modest home and have enough appliances. 
Mrs. Jacobs reports there is nothing pressing that she needs—‘‘A few more things 
for the children, like a bike. You know five children are awfully expensive.’ 


9. Arlene Gardiner ( fictitious name 


Employment and earnings.— Mrs. Gardiner earns 68 cents an hour as a cleaning 
woman in a hotel. She earns no tips, works 44 hours a week. Mrs. Gardiner 
must wash and iron her own uniforms and is required to wear stockings which the 
hotel doesn’t furnish. (For Arlene this is a major expense.) 

Family situation and sources of income Mrs. Gardiner is the sole support of 


her family—3 children under 18 and a husband. Her husband is 56 vears old. 
He suffers from miner’s asthma and can’t work. On the other hand, he is too 
young to qualify for a miner’s pension. 
The family receives $8.50 a week for partial home relief. However, this money 
must be partially repaid when the husband becomes eligible for his pension. 
Mrs. Gardiner went to work when her husband became ill. She tried to get a 
factory job, but was rejected because of her age. (She is 44 years old.) 


Living conditions.—The family lives in a framehouse which was formerly owned 
by Mr. Gardiner’s parents. They pay about $60 a year in taxes and water he 
house is in very poor condition, but they can’t afford to make repairs. There is 


no central heating. 
Mrs. Gardiner owns an old wringer-type washing machine, but the wringer 
won’t work. She also has a TV set, bought 2 years ago when her 


husband was 
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working. She cooks on a coal stove. Formerly she owned a bottled gas stove, 
but had to give it up because the bottled gas was too expensive. She also had 
her telephone disconnected to save money. 

The family never has enough food. They have given up milk deliveries. They 
receive Government surplus food supplies of dried beans and dry milk, but as 
Mrs. Gardiner stated, ““You can’t feed a family on nothing but beans. I know 
how to make soup 50 different ways.”’ 

The children all need dental care. Recently one child had to have an extrac- 
tion. The money had to come out of food because there was no other source. 

The family has a number of debts. They owe the Catholic school for the 
children’s tuition, but it isn’t being pressed. They also owe the egg man, but 
“He isn’t pressing me.’’ The coal man gave her 1 ton of coal and told her to 
“Forget it.’’? She still owes for the other ton. She owes money in back taxes on 
their house. 

Immediate expenditures if wage was raised to $1 an hour.— 

A. Pay up bills. 

B. More milk and better food for the children. 


APPENDIx C 


ANALYSIS OF STaTE MiIniImuM-WaAGE PROVISIONS 


An analysis of State minimum-wage provisions makes it clear that State 
legislatures have failed to protect workers excluded from the Federal act. 


GAPS IN STATE LAWS 


One-half of the States provide no minimum-wage protection at all for workers 
in nonmanufacturing industries. In two other States, Arkansas and North 
Dakota, the minimum hourly rate of less than 25 cents an hour is so low it is 
meaningless. 

Until recently, State minimum-wage legislation provided for a wage-board 
procedure under which rates were established for each industry separately, on 
the authority of a wage board appointed by the labor commissioner of the State. 
This procedure has led to serious discrepancies, even among States which do have 
some established minimum rates. For example, Pennsylvania established wage 
orders in 1947 for restaurant and hotel and laundry and dry-cleaning trades, but 
no wage order was ever established for retail workers. Thus, workers in the 
retail trades in Pennsylvania have never had protection under State minimum- 
wage standards. In New Jersey, a 1956 wage order raised minimums for restau- 
rant workers to a range of 87 cent to $1 an hour. lotel workers, however, are 
not included in this order. Workers in the beauty-culture industry in New 
Jersey are still operating under a 1943 wage order of $18 a week for a 48-hour 
week. In New Hampshire, laundry workers employed in nonprofit hospitals fall 
under the 1949 statutory minimum of 70 cents an hour. Private laundry workers 
are covered by a 1953 wage order of only 60 cents an hour. 

tecently some States have departed from the wage-board procedure and 
established a basic minimum rate in the wage law itself. To date, however, 
there are still only 7 States or Territories (Alaska, Connecticut, Idaho, Hawaii, 
Massachusetts, Rhode Island, and Wyoming) that provide statutory minimum- 
wage coverage of 75 cents to $1 for all workers. Alaska is the only jurisdiction 
providing wage standards for all workers covered by the Territorial law equal 
to or above the Federal minimum. 


COVERAGE 


Only 8 States and 3 Territories in all have minimum wage laws applying to 
both men and women workers. In 21 States, the minimum wage laws apply only 
to women and minors, and in some States the laws apply only to women in specific 
industries. 

Even where States have added separate provisions for men brought under the 
State minimum wage laws, they frequently exempt important industries. For 
example, in 1949 New Hampshire added such a provision, but exempted hotels 
and restaurants. Thus, in that industry, minimum wage coverage in New 
Hampshire is still restricted to women and minors. 
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STATE MINIMUM WAGE LEVELS 


Alaska is the only jurisdiction providing wage standards for workers covered 
by the Territorial law equal to or above the Federal minimum. Less than one- 
third (28 percent) of the States and Territories have wage provisions of 75 to 90 
cents for retail, laundry, and hotel and restaurant workers. In some of these, 
the rate of 75 cents or above is only applicable in large cities. And in many of 
these States, other important industries such as beauty culture and canning are 
excluded. Thirty-six States have no wage orders covering canning. This includes 
relatively high minimum States such as Colorado, Minnesota, New Jersey, New 
York, and Utah whose wage orders for retail, laundry, and hotel and restaurant 
workers are in the 75 cent to $1 bracket. 


NUMBER OF WORKERS COVERED 


It is estimated that about 3,664,000 are covered by State minimum wage rates 
established since 1945. Thus only 18 percent of the 20 million workers excluded 
from the Federal Act are protected by State minimums. This 3.6 million includes 
workers in States whose statutes provide for extremely low levels—States such 
as Pennsylvania for example, with minimums of 30 to 40 cents for hotel and 
restaurant employees. 

About 7 million workers excluded from the Federal statute are in retail trade. 
Only 1,568,000 of these employees are covered by State minimum wage orders 
about 22 percent of all the workers in retail trade. Workers in only one State, 
New York, have standards equal to the Federal minimum wage of $1 an hour. 

Approximately 38 percent of the 1,353,000 workers employed in eating and 
drinking establishments are covered by State minimum wage orders. These 
orders range from 30 to 75 cents. Only four jurisdictions—Alaska, Massachusetts, 
Nevada, and Rhode Island—establish standards of over 75 cents for all hotel and 
restaurant employees. 

On the following pages are four tables showing State minimum wage provisions 
in effect in each State for retail trade, laundries and dry cleaning, hotel and 
restaurant, and canning. 
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TABLE 1.—State minimum wage laws and orders applying to retail trade, by State, 








1957 
| Estimated 
| Year pres- | number of 
States with minimum Minimum hourly ent rate | Type of employee employees 
hourly rates of— rate established | covered by 
| law (thou- 
| sands) 
75 cents or more: | | 
Alaska le i ts eff eee pee en 1955 | Men, women, and minors... (3) 
California. ......<0.. ot TE OR caeunknncs 1952 Women and minors-....-..-- 200 
Colorado__.......-.-.| 60 to 80 cents_.._...... SOND hens ocacsncueexe. ae 27 
Connecticut __-- We IS x acini ewninats 1951 | Men, women, and minors 92 
District of Columbia_| 75 cents............-.. 1953 | Women and minors 22 
| SESE Nl. UL ”leeeeeeee 1955 Men, women, and minors... (3) 
CR ciietinennane 10 OUND icc cctncwcwaws 1955 i I ie rae oe ge 21 
Massachusetts - - Be Ce xi suneassuenes 1957 .-do Se = ead cee ee 208 
Minnesota- --- 60 to 85 cents ‘ 1957 Women and minors. -.-- 4 
SS .| 75 to 874 cents____- 1955 I ot aula 3 
New Hampshire 75 cents onan 1955 | Men, women, and minors. 27 
New Jersey !- .| 60 to 8242 cents_....-- 1949 Women and minors-- jae 70 
New Mexico ?___.....| 75 cents Seadee 1955 Men, women, and minors... 10 
New York cncucceal 00 Comes to $1.... a 1957 eer OS ie tial 591 
Rhode Island _| 90 cents 1956 Assets ata BENS ee ae 31 
Utah one 66 to 80 cents........-. 1956 Women and minors--_-...--- 13 
W yoming 3 75 cents....... a 1955 Men and women..-.........- 9 
60 to 74 cents 
North Dakota_-_-. 65 cents. ee 1957 Women... : ee Te = (3) 
Oregon_.... ene 0 1952 Women and minors-_-_....... | 26 
Washington... _.-. 65 cents. .... ax 1949 oe er et Be ae er oe 38 
Wisconsin sa 50 to 70 cents........- 1956 sa i tical ai a aaa “ 67 
30 to 59 cents 
APIS 2 ccesen es 55 cents _-- = 1954 Women aya vaiiees | 15 
Kentucky aieieds .| 40, 45, 50 cents : ‘ 1947 Women and minors........- 36 
Illinois 4 ‘ 55 cents 1948 do = eestnala (3) 
Puerto Rico.........- 33-43 cents-.-- a+ 1955 Men, women, and minors-.. (3) 
Less than 30 cents 
Arkansas _....| 16 cents oie aek ; 1915 | Women = , 4 16 
South Dakota ...| 22 to 28 cents.__- i 1943 cient x iets toca tee cil 8 
Estimated a a Yimvdhbuabdieteasente oat ccnddesletalasadanetan 1, 568 


employed under 
wage provisions. 


1 Court order restraining 1956 wage order of $1 issued on October 1, 1956. Case on appeal. 
2 Minimum wage law declared unconstitutional December 1956. Case on appeal. 
3 Data on coverage is not available. 


4 Illinois circuit court held order void June 7, 1949. 


States with no minimum wage standards ! 


Alabama__......-...-. No minimum wage provision. 
SIR a 5s ins ts Do. 

Florida aaa Do. 

Georgia__-_.- ‘i i Do. 

D&S Do. 

lowa DR ie a Do. 

Kansas . areas Do. 

Louisiana__- _.. No minimum wage orders issued. 
Maine ee ia Do. 

Maryland...---- .. No minimum wage provision. 
Michigan_- _. No minimum wage orders issued. 
Mississippi .. No minimum wage provision. 
Missouri _. No minimum wage orders issued. 
Montana Do. 

Nebraska-- _. No minimum wage provision. 
North Carolina. -- Do. 

Ohio_- . _...... No minimum wage provision (for retail trades). 
Oklahoma ; _. Law held unconstitutional (1939). 
Pennsylvania___.--- _. No minimum wage provision (for retail trades) 
South Carolina_..._._.._. No minimum wage provision. 
Tennessee a m Do. 

Texas : aka Do. 

VOTmoet. <n cb ews Do. 

Wa Sn an maracas ‘ Do 

west Virginia.....«... Do. 


States designated ‘‘no orders issued”’ indicate the States have basic minimum wage provision, but no 
action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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TABLE 2.—Siate 


States with minimum 
hourly rate of— 


FAIR LABOR 


minimum 
dry-cleaning establishments by State (1957) ! 


STANDARDS ACT 


wage laws and orders applying to laundries and 


Year pres- 


Minimum hourly rate ent rate Type of employees 





75 cents or more: 


California. 





tdi lata 
Connectiont.............. 


District of Columbia 
Hawaii. - 
Rs a te Sd 
Massachusetts -- 


DONNER. Bocce c ensue 


Nevada 


PP teh ht besten ccuccnoes 

We eS .2c555~2202s- one 
60 to 74 cents: 

New Hampshire 

North Dakota__-_- 

Oregon. -__- i 

Washington... 

Wisconsin... 
30 to 59 cents: 

Arizona. 


New Mexico ?___- 
Ohio 


ee ie 
Less than 30 cents: 

Arkansas __. 

Tilinois 

Kentucky 

Pennsylvania 

South Dakota-.---- mene 





established 
I iota leaiasincddesiecniargnicenacclndniitaperdoenil 1955 Men, women, and minors. 
75 cents. -- oma 1952 Women and minors. 
60 to 80 cents__- citi 1956 Do. 
| 75 cents. .....- a 1951 Men, women, and minors. 
do 1951 Women and minors 
65 to 75 cents__- ; . 1955 Men, women, and minors. 
I a 1955 Do. 
80 cents - 1957 Do. 
70 to 85 cents at ac 1957 Women and minors. 
75 to 8744 cents__- “ 1955 Women. 
80 cents (clerical); 85 cents 1956 Women and minors 
(nonclerical). 
70 to 75 cents (laundry); 80 1953 Men, women, and minors. 
cents (dry cleaning). 
90 cents : 1956 Do. 
75 to 80 cents__- 1956 Women and minors 
Tees 1955 Men and women. 
60 cents_ . 1953 Do, 
50 to 6316 cents 1953 Women. 
60 cents 1950 Women and minors, 
65 cents 1950 Do. 
50 to 70 cents 1956 Do. 
52 cents (laundry), 60 cents 1948 Do. 
(dry-cleaning). 
50 cents 1955 Men, women, and minors. 
S cents (cleaning 1935 \wWomen and minors. 


27% cents (laundry 1934 j 


31 cents_- 52 1955 Men, women, and minors. 
15.6 cents 1915 Women. 

23 to 28 cents. 1937 Women and minors. 

20 to 28 cents 1942 Do. 

27 cents 1941 Do. 

22.2 to 27.8 cents. .... 1943 Women. 


1 Data on number of workers covered by State laws in this industry are not available, 


2 Minimum wage law declared unconstitutional December 1956. 


Case on appeal. 


States without minimum wage standards ! 


Alabama 


Delaware as 5 


Florida 
Georgia- — _- 
Indiana_- -_-_-_-_-_- j 


OO es 


NN 
ES SSeS 
Maine_. ed pt 
Maryland _--~---- 
Michigan aaa 
Mississippi ------ 
Missouri_ 
Montana__-_-_-- ie 
Nebraska nr 
North Carolina 
Oklahoma _ - 

South Carolina 
Tennessee : oat 
Texas 
Vermont 
Virginia = 
West Virginia___-_- 


_ No minimum 


No minimum wage provision. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
No minimum 
Do. 
No minimum 
No minimum 


wage orders issued. 


wage provision. 
wage orders issued. 
wage provision. 
No minimum wage orders issued. 
Do. 
No minimum 
DO. 
Law held unconstitutional (1939). 
No minimum wage provision. 
Do. 
Do. 
Do. 
Do. 


wage provision, 


" Do. 


1 States designated “‘no orders issued”’ indicate that the States have basic minimum-wage authority, but 





no action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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TABLE 3.—State minimum wage laws and provisions applying to hotel and restaurant 
establishments 


Estimated 

Year pres- number of 

States with minimum Minimum hourly ent rate Type of employee employees 
hourly rates of rate established 


covered by 
law (thou- 
sands) ! 


75 cents or more 





Alaska $1.35... Men, women, and minors (2) 
California 75 cents_- Women and minors 65 
Colorado 60 to 80 cents do 9 
Connecticut 75 cents. - Men, women, and minors 16 
District of Columbia do Women and minors 9 
Hawaii 65 to 75 cents Men, women, and minors (?) 
Idaho 75 cents. do 4 
Masachusetts | 85 cents. . do 52 
Minnesota. | 60 to 75 cents | Women and minors. 18 
Nevada 8744 cents. - | Women 1 
New Jersey 87 cents to $1 (non- Women and minors. @ 
service) (hotel | 
workers exempt). 
New York | 52 to 75 cents (restau- | 1953 Men, women, and minors 179 
rant). 
65 to 75 cents (hotel, | 1954 do 
} mnonservice) 40 to 50 | | 
cents (hotel, serv- | 
| ice). | 
Oregon 75 cents_. 1956 | Women and minors | 9 
Rhode Island 90 cents 1956 Men, women, and minors. -_} (?) 
Utah 70 to 75 cents (restau- 1956 | Women and minors. .- 3 
| rant); 75 to 80 cents 
| (hotel). | | 
W yoming ‘ | 75 cents. 1955 Men and women._-_-_-- 2 
60 to 74 cents | | 
Ohio. ...| 70 cents (nonservice); 1956 Women and minors._. 48 
| 55 cents (service). | 
Washington 65 cents. 1950 eM UNS 2 | 14 
Wisconsin | 50 to 70 cents 1956 Tarn th Z 18 
30 to 59 cents: 
Kentucky 40 to SO cents (restau- | 1947 * ee hie aecaee cae 10 
rant); 26 to 45 cents 
(hotels). 
New Hampshire ..| 40 cents (service); 50 1950 i do ; seco theael 2 
cents (nonservice). | 
New Mexico 3 50 cents 1955 Men, women, and minors 4 
North Dakota .| 55 to 58 cents 1956 Women ea aaiaibaial 3 
Pennsylvania ; 29 cents (service); 39 1947 Women and minors.-.....-. 50 
cents (nonservice). 
Puerto Rico 31 to 42 cents 1955 Men, women, and minors--.} (2) 
Less than 30 cents 
Arkansas 15.6 cents 1915 Women . ; () 
South Dakota 22.2 to 27.8 cents 1943 do : } @) 
| 
Estimated total | 516 
employment 
under wage | 
provision, 





1 Employment estimates include only eating and drinking establishments. Hotel workers are excluded 
Data on number of workers covered by State law not available. 
Act declared unconstitutiona] December 1996. Case on appeal. 


i] 
; 
| 

ii 
i 
} 
) 
i} 
i} 
| 
; 
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States with no minimum wage standards ! 


Alabama___._._.._.... No minimum wage provision. 
Arizona__.___._._.___._. No minimum wage provision (for hotel and restaurant). 
Delaware__--_. _.... No minimum wage provision. 

a oa Do. 

Georgia-_ —_ __- ahs ak thi Do. 

ae No minimum wage provision (for hotel and restaurant), 
Indiana... ... No minimum wage provision. 
Iowa__-__ Sea ne Do. 

Kansas__ Ses eee Do 

Louisiana_ : ___.. No minimum wage orders issued. 
Maine_ ee Do. 

Maryland__ -- No minimum wage provision. 
Michigan_ see ait ihe No minimum wage orders issued, 
Mississippi__..__.__._. No minimum wage provision. 
Missouri___-_-- _ No minimum wage orders issued. 
I ne Do. 

Nebraska_ ._._.. No minimum wage provision. 
North Carolina____---- Do. 

Oklahoma ge . Law held unconstitutional (1939). 
South Carolina __-- . No minimum wage provision. 
Tennessee ste i Do. 

Texas ae Do. 

Vermont Brg nk i Do 

Virginia. ited a Do. 

West Virginia___ c Do. 


i States designated ‘‘no orders issued’”’ indicate that the States have basic minimum wage authority 
but no action has been taken to set standard under the law 


Source: Department of Labor and Bureau of National Affairs, Inc, 


TABLE 4.—Siate minimum wage laws and provisions applying to canning industry 
by State } 


States with minimum Year pres- 
hourly rate of— Minimum hourly rate ent rat Type of employees 
established 


75 cents or more: 





Alaska 1955 Men, women, and minors 
California 1952 Women and minors, 
Connecticut 1951 Men, women, and minors 
Hawaii 65 to 75 cents 1955 Do 
Idaho 75 cents 1955 Do 
Massachusetts 80 cents 1957 Do 
Nevada 75 to 8744 cents 1955 Women 
New Hampsnire 75 cents 1955 Men, women, and minors. 
New Mexico 2 do 1955 Do 
Rhode Island_. 90 cents 1956 Do 
W yoming ‘ 75 cents 1955 Men and women. 

60 to 74 cents 
Oregon adh 66 cents 1955 Women and minors. 
Washington. _-. 65 cents 1951 Do 
Wisconsin. -- 50 to 70 cents 1956 Do. 

30 to 59 cents 
Kentucky 40 to 45 cents 1947 Do. 
Minnesota . 28 to 38 cents 1939 Do 

Less than 30 cents: South | 22.2 to 27.8 cents . onan 1943 Women. 

Dakota. 
1 Data on number of workers covered by State laws in this industry are not available. 


{ 
3 Act held unconstitutional December 1956. Case on appeal 
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States with no minimum wage standards 1} 


RAGDOMBR GS iiiunacecan ss No minimum wage provision. 
Arizona__....-.-----. No minimum wage provision (for canninz). 
AIEOIMOR «cence inns + x Do. 

OROROING wise Fars ok Do. 

Delaware _- ‘ ._... No minimum wage provision. 

District of Columbia... No minimum wage provision (for canning). 
RS in ah anaes No minimum wage provision. 

CN 5 aa Se kubrewecin Do. 

SN ain hc Gk OS ew 0 No minimum wage provision (for canning). 
Indiana- - ~~ _...... No minimum wage provision. 

lowa--.- 4 hea Do, 

Kansas_ --- - shite oa Do. 

Louisiana. -- - - -- No minimum wage orders issued. 

Maine_. SU-Scaus Do. 

Maryland. - - -- No minimum wage provision. 

Michigan__- —- ? No minimum wage orders issued. 
Mississippi ---- No minimum wage provision. 

Missouri ; No minimum wage orders issued. 

Montana- -- -- ; Do. 

Nebraska__.._._...._..-. No minimum wage provision. 

New Jersey-- -- No minimum wage provision (for canning). 
New York ; Do. 

North Carolina No minimum wage provision, 

North Dakota ; No minimum wage provision (for canning). 
Ohio . ‘ Do. 

Oklahoma_ Law held unconstitutional. 

Pennsylvania - - - - No minimum wage provision (for canning). 
Puerto Rico tate set under Federal law. 

South Carolina__._..._.. No minimum wage provision. 

Tennessee _ — - daa Do. 

SORAB. wadus th Do. 

Utah eis oe .... No minimum wage provision (for canning), 
Vermont__.......-... No minimum wage provision. 

Virginia ; Do. 

West Virginia_- - Do. 


1 States designated ‘‘no orders issued’”’ indicate that the States have basic minimum wage authority, but 
no action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
APPENDIX D 


CoMMENTS ON TESTIMONY OF SECRETARY OF LAaBoR JAMES P. MITCHELL ON 
EXTENSION OF MINIMUM WaGE COVERAGE 
Proposals 

In his testimony on minimum wage coverage, Secretary Mitchell has recom- 
mended two amendments to the act: 

1. Extension of basic coverage to employees of firms in which: (a) the total 
annual volume of merchandise, materials or supplies received from another State 
is $1 million or more; and (5) there are 100 or more employees. 

The Kelley bill calls for coverage for firms with sales of $500,000 or more. The 
value of the retailer’s purchases of $1 million can be translated into about $1.6 to 
$1.7 million in retail sales based upon the average markup of about 67 percent 
from wholesale. Another way of putting it is that the wholesale price is about 40 
percent below the retail price. Thus a shirt with a wholesale price of $3 sells for 
about $5 at retail. 

In;effect, therefore, Mitchell’s proposals establish 3 rigid tests for coverage and, 
employees of any firm which does not meet all 3 tests would be denied theact’s 
protection: 

(a) The firm must have total receipts with a wholesale value of at least $1 
million; 

(b) The firm must have receipts from another State valued at wholesale at a 
minimum of $1 million. Regardless of the volume of its purchases or of its sales, 
it will be exempt unless its out-of-State purchases meet this test; and 

(c) The firm must have at least 100 employees. 
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2. Exclusion from certain minimum wage exemptions, but not maximum hours 


and overtime exemptions, now in the act of employers of 100 or more workers who 
would also meet the above test of basic coverage. 

Mitchell estimated that his proposals would extend minimum wage coverage to 
about 245 million additional workers employed by some 3,000 firms, mostly in 
retailing, but also in construction, transportation and communications. (See table 
below. ) 

Most noteworthy was the fact that Mitchell’s recommendation, except appar- 
ently for construction, applies only to extending minimum wage coverage and 
“would not change existing exemptions from the overtime provision of the act.” 
Comment 

Mitchell’s proposals are inadequate in three respects: 

1. His proposals would extend coverage to only about one-fourth as many 
workers as the Kelley bill (H. R. 4575) which we are supporting. The following 
table shows a breakdown by industry of new workers covered under the two 
proposals: 

[In thousands] 


Kelley bill Mitchell 
proposals 





Retail and service 3, 960 2. 000 
Outside salesmen : 1, 351 
Agriculture 1, 500 
Construction 5 1, 400 X00 
Wholesaling ; 242 
Hotels 235 50 
Agricultural processing a : 233 
Finance, insurance, real e: s 117 
Seamen 117 90 
Logging. - 5 110 
Mining and manufacturing 101 
Local transit 80 6 
Small newspapers 32 
Seafood processing 26 
Taxicabs 50 30 
Small telephones 18 15 
Miscellaneous. - : 210 

Total... 9, 682 2, 450 


2. They fail to extend maximum hours and overtime protection to the addi- 
tional workers who would be covered. 

The latter is by far the most important defect in his proposals. The questio1 
of how far coverage could and should be extended is one on which men of good will 
may differ, but there is no justification for discriminating against workers to whom 
minimum wage coverage would be extended by denying them the maximum hours 
and overtime protection of the law. 

The 40-hour week has been the national policy with respect to the length of the 
workweek since the Fair Labor Standards Act was enacted in 1939. In fact, we 
have urged that serious consideration be given to reduction of the workweek under 
the law. To discourage employers from requiring their employees to work loug 
hours without adequate compensation, the law provides for premium pay at time 
and one-half the regular rate for hours in excess of 40 in any workweek. It is 
because workers in presently uncovered industries do not have the maximum 
hours and overtime protection of the law that so many of them are forced to work 
such long hours at straight-time rates. It would be a cruel injustice now to extend 
to these workers protection of the minimum wage while continuing to exempt 
them from the law’s other basic protection, the protection against long hours. 

3. The Secretary’s proposals would establish for the first time minimum 
employment of 100 as a criterion of basic coverage under the FLSA. There is 
nothing to justify number of employees as an appropriate test of coverage. On 
the contrary the number of employees of a firm in no way measures the effect of 
that firm’s business on interstate commerce. It may have a considerable number 
of employees and vet its business may not appreciably affect interstate commerce, 
or it may have few employees and vet its business may be of such a character as to 
have a considerable effect on interstate commerce. 


Criticisms of Kelley bill (H. R. 4575) 
Mitchell claimed that the basic coverage provision in the Kelley-Morse bill ‘‘is 
broader than any language ever used by the Congress for application of the com- 
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merce clause of the Constitution.’”’ He said that the Kellev-Morse bill ‘‘would 
in effect obliterate any distinction under this law between interstate and intra- 
state commerce. 

When questioned, however, Mitchell admitted that the basic coverage under 
the Kelley-Morse bill is no broader than the existing coverage under the Taft- 
Hartley Act. But he said that the administrative limits established by the 
NLRB under the Eisenhower administration meant that the present Taft- 
Hartley coverage is, in actual practice, more limited than the basic coverage 
proposed under the Kelley bill. 

Comment 

Mitchell’s admission that the Kelley bill coverage is no broader than the Taft- 
Hartley statutory coverage destroys his basic criticism of the Kelley bill’s ex- 
tension of basic coverage. The fact that the NLRB administratively restricted 
its own jurisdiction is largely irrelevant. Moreover, we have strongly criticized 
the NLRB’s restrictive policy because it denies protection to large numbers of 
workers whom Congress meant to be covered by Taft-Hartley. 

Mr. Rurrensera. | think it ought to be clear at the outset that 
there are now 20 million workers not covered by the Fair Labor 
Standards Act. 

Mr. Ketiey. How many? 

Mr. RurrenserG. There are 20 million now not covered by the 
act as it stands on the books. 

Of the 20 million they are broken down into two categories: 13% 
million are not covered because of the definition of the commerce 
clause; 6% million are not covered because of the specific exemptions 
provided in the present Fair Labor Standards Act. 

So you have two problems to take care of in terms of bringing more 
people under coverage: a redefinition of the commerce clause in the 
Fair Labor Standards Act, and the specific removal or broadening of 
exemptions that are now in the act. 

Mr. Roosevett. Do you in here show us where those 13% are? 
What industries or what occupations they are engaged in? 

Mr. Rurrensere. No, we do not because it is extremely difficult 
to do. And the figures are not broken down in that great detail, 
although it is possible to get some rough estimates based upon existing 
Department of Labor figures that would show that. We do not do it 
in the statement. 

Mr. Rooseve.r. I think it would be very important. I do not 
think the committee is going to bring in 13's million people unless they 
know where they come from. 

If you give us a figure of 13% million they have to come from some- 
where. 

Mr. Rurrensera. Let me say that of the 20 million now not 
covered the Kelley bill suggests that only 10 million of those 20 
million, or roughly 9'% million, be brought under coverage. 

Mr. Roosrvetr. Then where do they come from? 

Mr. Rurrensera. In terms of exemptions, about 4 million of 
them—3,900,000—come from retail. 

Now the question you are raising is how many of that 4 million in 
retail will be brought under coverage as a result of the commerce 
clause, and how many will be brought under as a result of changing 
the exemptions specifically. 

Mr. Roosrvetr. And the same thing with the rest of the 6 million. 

Mr. Rurrenspera. That we have not done. And we could give 
you that information. 


| 
| 
) 
| 
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Mr. Roosevetr. It would be very helpful. 

(Information referred to will be found on pp. 673-676.) 

Mr. Rurrensera. In connection with the commerce clause defini- 
tion, that has already been discussed, and, as Mr. Tyson has pointed 
out, there are two specific changes being made by the Kelley bill. 
One is in the definition of commerce, adding the phrase “affecting 
commerce” and defining what is meant by “affec ting commerce.” 

The suggested language in the Kelley bill follows the same general 
principles, as it relates to interstate commerce, as are now contained 
in the Labor-Management Relations Act, the Taft-Hartley Act. 

So the question of the interstate commerce definition proposed in the 
Kelley bill follows the same general concept that already applies to 
labor-management disputes in the Labor-Management Relations Act. 

Thus we are not suggesting anything drastically different in the 
definition of the interstate commerce clause. 

Mr. Teiurr. As interpreted by the Board? 

Mr. RutrenserG. No, not as interpreted by the Board, but as 
provided in the act. 

The difference, as I understand it, in the Labor-Management Rela- 
tions Act is that rulemaking powers are given to the Board, and there- 
by the Board has excluded many kinds of workers by various dollar 
standards that would be covered by the commerce clause of the Labor- 
Management Relations Act. 

Mr. Tretier. As formerly interpreted by Mr. Denham? 

Mr. RurrenserG. Mr. Denham did some interpreting, [ think, 
earlier. 

In 1954 the Board did specifically set down some dollar classifica- 
tions. They may have had them before that. An inflow of $2 
million of indirect purchases within the State. These are all in the 
enforcement policies. 

Mr. Tevuer. Mr. Denham took the view that the corner drugstore 
would be covered by the term “affecting commerce.”’ 

Mr. RurrenserG. That is what I am saying. 

Theoretically under the Labor-Management Relations Act, the 

“affecting commerce” provision goes much further than the present 
rule-making a rs of the Board have permitted it to go. 

Mr. Tevier. I am questioning your statement, Mr. Ruttenberg, 
that you are a proposing anything drastically different and I would 
like to know just what it is that you are proposing in connection with 
the clause “affecting commerce.” 

Do you use that term as Mr. Denham said we had to use it? You 
have said already that you are not using it in the restrictive term that 
the NLRB for administrative reasons has defined it. You are using 
it in a broader sense. And I would like to know in what broader 
sense you are using that term. 

Mr. Rutrenserc. I think, if I interpret what you say about Mr. 
Denham—and I do not have occasion to fellow the NL RB proc eedings 
too closely—but if what Mr. Denham said is that the affecting-com- 
merce clause of the Laber-Management Relations Act extended to 
the corner grocer, that would also be oe in the Kelley bill. 
But in the Kelley bill there is a specific ulemaking power that the 
Congress retains, and it says specifically ‘tl hat there will be exempt 
from those covered by the affecting-commerce clause those activities 
that have sales of less than $500,000 or that have less than 5 stab- 
lishments. 
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Thus the commerce-clause provision in the original Labor- 
Management Relations Act as you say Mr. Denham interpreted it, 
and the commerce-clause provision in the Kelley bill, I think go to 
the outermost reaches of the extension of the commerce clause of the 
Constitution, as Mr. Tyson pointed out, ‘That power is delimited by 
the Congress specifically in the Ke lley bill, or it is suggested thaé it be 
limited in the Kelley bill, by the $500,000 in retail sales and services 
and the 5 or more establishments. 

Mr. Teuuer. That limitation self-imposed in the Kelley bill. Would 
that apply to every exemption or just to the retail service? 

Mr. Rutrensere. It would apply to retail trade and services, which 
would include laundry and dry-cleaning. It would not apply to 
agriculture. There is another qualification or another delimiting 
factor in the agriculture area, in the exemptions for agriculture, 
which says only enterprises having 400 or more man-days of work in 
each of the preceding four quarters would be covered. 

Mr. Te~uer. Would it apply to small telephone companies or taxi- 
cabs? Local newspapers? Local transit, logging, seamen? 

Mr. RurrenserG. Not on logging. There is a specific qualifica- 
tion in the present Fair Labor Standards Act that says 12 or less em- 
ployees, and therefore they are exempt. This exemption of 12 or less 
employees was established in the 1949 amendment to the Fair Labor 
Standards Act. 

Mr. Rooseve.tt. What Mr. Teller is saying would certainly bother 
me. If you reach out for the ultimate application of it, then you 
would have to examine each and every possible application of it. So 
you actually write the rule for each and every one of them with the 
greatest care. 

Am I correct, Mr. Teller? 

Mr. Tevier. Yes. I am very much concerned about the problem 
of small business, and I was gratified by Mr. Biemiller’s statement 
that there was a disinclination to extend this to a point beyond where 
small business might come into the picture in a way which we might 
not want. 

[ am very much worried about the extent to which we want to go 
into bringing small business under pressure of control in complicated 
circumstances where we may not entirely know where we are going. 

Mr. Rurrensera. Mr. Tyson, do you want to elaborate on this? 

As I understand it, the $500,000 in the Kelley bill and the 5 or 
more branches applied to retail trade and services. They apply also, 
I think, to laundry and dry cleaning and to telephone. 

Mr. Tyson. Not telephone. 

Mr. Rurrensera. Mr. Tyson, why don’t you speak to that. 

Mr. Tyson. Representative Teller, the $500,000 volume of sales 
and the more than 4 stores, as I understand the proposal, apply 
only to the retail service establishment exemption and to the laundry 
exemption. It does not apply to the telephone, the taxicab, the other 
things which have not been held to be service or retail establishments 
by the Department of Labor. They have given specific interpreta- 
tions of what is a retail or servicing establishment, under section 
13 (a) (2) (3) and (4) and so forth. 

The Secretary’s limitation is $1 million and the other qualifications. 
And, as I understand them, they are meant to apply only to those 
retail or service establishments. 
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He has the 100 employees limitation, I think, that applies to other 
businesses, 100 employees or more, but not the dollar test. 

Mr. Roosevetr. Are hotels under that? 

Mr. Tyson. I think the Labor Department has ruled that the 
hotels are service establishments. And so the million-dollar limita- 
tion, which he suggested, I think, and the $500,000 in the Kelley bill, 
would apply in that situation. 

Mr. Rurrenserc. The $500,000 limitation would not apply to 
telephones. 

In telephones specifically the 1949 act put in an exemption, which 
said that any switchboard operator employed in a public-telephone 
exchange which has not more than 750 stations is exempt. 

Now the Kelley bill would remove that exemption which was 
inserted into the 1949 act, and go back to the interpretation for 
telephones that was conceived in the original act of 1938 as far as 
telephones were concerned. 

Mr. Rooseve tr. Which is 500. 

Mr. Rurrenserc. No. The Kelley bill does not suggest the 500 
stations. 

Mr. Roosrve.t. What is the exemption there? Isn’t there any 
exemption? In other words, the Secretary yesterday said that under 
his approach there would only be three tele ~phone companies that were 
affected. And Mr. Landrum brought up a situation about the smaller 
ones and what would be really wiping out their exemption altogether, 
and actually doing a social disservice, because we would be removing 
telephones from rural areas instead of extending telephone service. 

Mr. Rurrensera. I was wrong when I said that it would re- 
establish the 1938 standards, because the 1938 standard was, I recall, 
500. And the exemption in 1949 raised it from 500 stations to 750. 
The Kelley bill proposes the elimination of the exemption completely. 

Mr. Rooservett. This highlights exactly what I think Mr. Teller 
and I are worried about. There are instances where I would certainly 
want to get, as to the general telephone company, a broad basis of 
including them in. But there are individual small telephone services 
in certain areas where, unless we write some kind of protection for them 
into the bill, they are not going to be covered in the broad language we 
have used and would use when we rewrite this interstate-commerce 
clause. 

Mr. Tyson. They would be covered and nonexempt under the 
language proposed by this bill. 

Mr. Roosrvetr. And we would actually be perhaps doing a dis- 
service. So we have to find some way of doing something about it. 

Mr. Rurrensera. It ought to be clear that the American Tele- 
phone & Telegraph does have a number of telephone operations at the 
local and small community level. In the A. T. & T. setup of 200,000 
telephone operators in the whole Bell System there are none, so far 
as we have been able to ascertain, that are getting less than a dollar 
an hour. A. T. & T. has, as we know, over the recent years begun 
to absorb some of the very small companies. They have extended, 
and the dollar minimum now is applicable, and there are no operators 
that get less than a dollar in the A. T. & T. system. 

Mr. Tetiter. How about the 40 hours? 

Mr. Rurrensere. Of that I am not sure. 
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Mr. Roosrve.t. Also, we may be eliminating the individual tele- 
phone company and driving them into the arms of A. T. & T. Iam 
not sure I am for that. 

Mr. Rurrensere. Of course, the details of the telephone problems 
will be brought before the committee by the communications workers’ 
union, and Mr. Joe Beirne, the president, when he appears. I am sure 
he will deal with this in detail. 

I want to reiterate that you are right, that the proposal made in the 
Kelley bill does eliminate the 750-station concept, and does not place 
any number of stations as a limitation on the extension of coverage. 

Mr. Tyson. In reference to your question on the 40-hour question, 
Congressman, the question of hours of work for telephone operators, 
of course, presents a problem. But I think that problem has been 
solved by the Labor Department in their regulations on recordkeeping, 
on which hours should be kept. Furthermore, there have been court 
decisions which have clarified it. Certain sleeping hours should be 
excluded and eating hours. I do not think that presents too much of 
a problem under present regulations. 

Mr. Teuuer. They have clarified the problem. 

Mr. Tyson. I am inclined to think it has been delimited; the hours 
of work. 

Mr. Roosrevetr. As to the outside salesman, does the limitation 
apply to this outside-salesman problem? 

Mr. Tyson. No. 

Mr. Roosrvetr. In other words, we come again to the small con- 
cern that has 1 or 2 outside salesmen working on a commission, and, 
all of a sudden, we have added all of these problems to them unless 
we find a formula to write to protect them. 

Mr. Tyson. The bill as written, as I understand it, eliminates the 
exemption for outside salesmen. 

Mr. Roosrvett. We only raise this to show you we have an 
awfully tough problem. We need your help if we are not going to 
be unfair or unjust. 

Mr. GrirFrin. Regardless of whether you agree with Secretary 
Mitchell’s cutoff point, I think maybe his approach or his method of 
writing the legislation has some advantages here, in that, instead of 
trying to reach to the outermost limits of the possible jurisdiction 
and then trying to think of all the situations that should be exempt, 
he has not written in this “affecting commerce” but has talked about 
enterprises ‘‘substantially engaged in commerce” and defined them in 
a way that there could be no question about it. 

Mr. Tretuter. Has he not taken the same generalized approach in 
the opposite direction? 

Mr. Roosrvetr. Has he not so limited it that we are really not 
doing anybody in substantial amount any good? 

Mr. Grirrin. You may disagree with the particular cutoff peint. 
I think that method of writing the legislation will be helpful. 

Mr. Roosrvett. That is why I think we would be helped when we 
get a breakdown of where these people come from, whether they 
would be included under the exemptions or under the definition 
“affecting commerce.” 

Mr. Keuuey. Mr. Holt? 

Mr. Horr. Mr. Ruttenberg, you mentioned these 10 million people 
that would be covered by some of the legislation before us. 
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Mr. Rurrensera. By the Kelley bill. 

Mr. Hour. You did not know whether they were specifically under 
the commerce clause or the removal of exemptions? 

Mr. Rurrenserc. We do not have a breakdown of the 10 million 
that are proposed as to those that would be brought under coverage 
of the commerce clause. 

Mr. Hour. Then how did you reach the conclusion that you think 
they should be covered? 

Mr. RurrensereG. The figure of 10 million is based upon a study 
by the Department of Labor, which examined legislation that was 
before the previous Congress, the previous Congresses. They came 
up with the figure, or with these interpretations, and with this language 
of the old bill that was introduced in previous Congresses it would 
extend coverage to roughly about 10 million people. 

The Kelley bill changes a little bit of the language or a little bit of 
the coverage. So I think about 300,000 less are covered under the 
Kelley bill than were covered in a previous bill before the Congress. 
And these estimates grow out of the Department of Labor figures. 

Mr. Hour. What do their figures tell you about who these people 
are and where they are? 

Mr. Rurrensera. On page 43 of my statement it shows the 
9 million—9,692,000 people that would be roughly brought under 
coverage by the Kelley bill, and a breakdown by industry. As | 
understand, if this is the question you are raising: For example, the 
3,960,000 retail and service employees that will be brought under cov- 
erage by the Kelley bill, you are asking, ‘‘How many of those 3,960,000 
will be brought under as a result of the elimination of the exemption, 
and how many by the redefinition of the commerce clause?” 

Mr. Horr. That is important, because this commerce has been de- 
fined so many different ways by so many different people. I am 
subsequently curious as to the breakdown. My point is when you 
start creating legislation back here that affects millions of people 
throughout the country you have got to make sure who and how you 
are affecting them. 

Mr. RutrenBerG. Mr. Seidman does point out one fact that can 
be discussed in the Department of Labor study, that if you just change 
the commerce clause in retailing, the 9 million workers now in retail 
trades and services—— 

Let Mr. Seidman take this. He has the figures here. 

Mr. SxrrpMan. According to the Department of Labor analysis of 
the bills which were introduced in previous Congresses, where you 
would achieve approximately the same increase in the total number 
of workers who would be protected, of the roughly 9% million workers 
who would be newly covered under these bills similar to the Kelley 
bill, 7.3 million would be without effective protection if the specific 
exemptions were not changed. So what this means is that 

Mr. Hour. Who are they? 

Mr. Serpman. I am sorry. We have no breakdown of who these 
7.3 million are. 

Mr. Roosrvetr. It would be important to have that. 

Mr. Hour. I am not going to have any part of legislation that is 
going to affect many American people when they are just numbers. 
I want to know who they are and where they are. 

Mr. Rurrenserc. I would like to make a suggestion, because we 
have been playing around with these same figures. 
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As you can see, it is very difficult to interpret them from the reports 
the Department makes. I would suggest, if I might, that the com- 
mittee ask the Department of Labor. 

Mr. Hour. I am asking you. 

Mr. Rurrensera. We are using here the Department of Labor 
official figures. 

Mr. Hour. I should think when you make the recommendation you 
would like to know who those people are. 

Mr. Rurrensera. We know who they are. We know precisely 
the number of people in retailing or in hotels or in taxicabs or in any 
of the others, logging or wholesaling or construction or agriculture. 
We know precisely the number that will be brought under coverage by 
the Kelley bill. On this there is no question. 

Mr. Hotr. And as to commerce and the removal of exemptions 
you do not know? 

Mr. RurrenserG. What you are saying is, Can we break down 
whether they will be brought in under this change or that change? 
There is something which even the Department of Labor has not 
really been able to effectively come up with. 

Mr. Hour. Do you not agree it is very important to know that? 

Mr. Roosrve tr. Will the gentleman vield? 

Mr. Hour. I want him to answer the question. 

Mr. Rurrensera. I think it would be well to get the figures. But, 
as vou know, statistics are very hard to get in some of these areas. 
And this is one area in which we can only use the original research 
which is done by the Department of Labor. We are not bringing to 
you figures which we concocted out of the air or where we may have 
done a little research ourselves. We are using here, as a basis for our 
report, official Government statistics. 

Mr. Roosevetr. Would the gentleman vield on that point? 

Mr. Hour. Yes. 

Mr. Roosrvett. This is a very important thing, and I think you 
have got to realize this. You come in supporting the Kelle »y bill, as I 
support it, in general terms. 

But when we seek information for the reason to exempt, let us say, 
1,351,000 outside salesmen, I want to know why you do not put 
some limitation on those outside-salesmen figures because they are 
not covered by the $500,000 or the 4-locations protection or exemption. 

I think it perfectly right and proper for the members of the com- 
mittee to say to you, W hy do you want to exempt all of the 1,351,000 
if you haven’t got a breakdown on which ones of these are employed 
by big companies and which may be employed by some little concerns 
that will be wiped out of business if you apply it to them? 

Mr. Rurrensera. Of course, the 1,350,000 outside salesmen that 
will be brought under coverage by the Kelley bill are brought under 
by elimination of the exemption now in the 1949 act. 

Mr. Roosrvettr. That is right. But you want to simply take 
away the exemption. 

Mr. Rurrensera. That is right. 

Mr. Roosrvettr. We want a reason for doing that. We want to 
know what happens to the little-business fellow who would be hurt 
by that. And you simply say “We don’t know much about these 
1,351,000. We just know it is a lump-sum figure.”’ 
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We think it part of your job to tell us how many of these outside 
salesmen are employed by the Prudential Co., for instance, and how 
many are broken down into less large amounts. Those are things we 
have to know. 

Mr. Tyson. I would point out, Congressman Roosevelt, that the 
elimination of the outside-salesmen exemption, itself, of course, simply 
removes the exemption for outside salesmen. But there may be 
another reason for their exemption if they are employed in an ex- 
empt retail or service establishment. 

Mr. Roosrevett. Have you any breakdown on those? 

Mr. Tyson. I am saying that the elimination of the exemption 
which is specifically for outside salesmen does not remove the exemp- 
tion for employees in a retail or service establishment which falls within 
the $500,000 e xemption. 

Mr. Roosevetr. True. But vou put down here that 1,350,000 
are going to get the protection of the law they have not had before. 
You are removing the exemption. 

How many of them are going back under the exemption under the 
thing that you have got, and how many will be out of it? In other 
words, I must have some breakdown on these figures or we are going 
to do as my colleague, Mr. Teller, said. We are going to do an injustice 
to a lot of small-business people that I think you know I have been 
fighting to protect for some time. 

Mr. Tyson. Of course, you are asking for a figure which I do not 
know myself. These people have to do with that. From a legal 
standpoint, it does not necessarily mean that an outside salesman 
would still not be exempt. 

Mr. Rooseve tr. It does not necessarily mean it, but I want to 
know specifically. 

Mr. Hour. Why? 

Mr. Tyson. Because he might work in an exempt establishment. 

Mr. Hott. That is what I want to know. 

Mr. Tyson. [ama lawyer. I cannot answer that. I do not know 
if they can answer. 

Mr. Rooseve tt. I do not think they can, either. 

Mr. Rurrenserc. The question is a very good one, but I must say 
there are just no statistics which break this down. Maybe one can 
ask the Department of Labor for these. We would be very han if 
the limitations that are placed upon the Department of Labor’s budget 
for statistical information were removed and they could really get 
sufficient aed eleageeepe to really do some statistical surveys that 
would be helpful in this area. It would be helpful to us and helpful 
to the Congress. 

Mr. Roosevett. Frankly, we cannot come in with that broad a 
brush, simply to remove people from exemption without being able 
to tell a perfectly good story. You would never get by with it on the 
floor of the House. 

Mr. Keuiey. Looking to our future deliberations, we probably will 
have witnesses who will testify on those points and those various 
industries. 

For salesmen, it looks as though we will have to settle that problem 
by ourselves. If these gentlemen cannot give us that help we will 
have to get it elsewhere. 
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Mr. Hour. My point is that they are making a recommendation, 
and I think this information should be important to them when they 
make a recommendation. That is whom we are affecting. 

Mr. Keuuey. Mr. Graham? 

Mr. Grauam. In other words, under the present law some outside 
salesmen have a double exemption. Is that not correct? 

Mr. Tyson. There are lots of people that have a double exemption. 

Mr. Granam. Yes. And that includes people also in the local re- 
tailing capacity? 

Mr. Tyson. That is right; if they work there. 

Mr. Granam. If they are working for an exempt retail employer. 

Mr. Tyson. Because the exemption for a retail establishment is on 
the basis of an employer. 

Mr. Grauam. And under your bill those who still work for an 
exempt retail employer—that is outside salesmen and local retailing 
people—would continue their exemption but under the blanket ex- 
emption of the retailer. 

Is that right? 

Mr. Tyson. That is my interpretation. 

Mr. Granam. But there also would be some retail people that 
might be outside of this who would lose their exemption. 

Mr. Tyson. If they are working for a manufacturing establishment 
in outside sales, then they would lose their exemption. 

Mr. Granam. If they work for a wholesale company they would 
lose it, too, would they not? 

Mr. Tyson. I am not sure about the statute. I think that is it. 

Mr. Grauwam. There are more than just the outside salesmen who 
now are under a dual exemption who will lose one exemption? 

Mr. Rurrenserc. But they still may be caught under another 
exemption of the act. 

Mr. Granam. Yes. And how many will retain their present status 
as being exempt? 

Mr. Tyson. Under one or the other. 

Mr. Bremrituer. The example which Congressman Roosevelt used 
is prams the correct one. I would assume that under the terms of 
the Kelley bill there is no question that the Prudential Insurance 
salesman, to use his ex: —— would lose his exemption and would get 
coverage if the Kelley bill became law. 

But you want to know what happens to the outside salesman for a 
small retailer. 

Mr. Roosrvetr. A small retail outfit which is an entirely different 
picture. 

Mr. Rurrensers. But that salesman, if he works for a small retail 
establishment, would still be exempt if the retail establishment sells 
less than $500,000. 

Mr. Roosseve tr. I think I was mistaken in agreeing that it was 
retailing | am talking about. It was not retailing. It is insurance 
and other occupations in which outside salesmen are used. 

Mr. Bremitter. Then you want to know whether this figure of 
1,351,000 is a blanket figure covering all outside salesmen, or is that a 
figure arrived at as to the number who are now exempt who would be 
covered under the Kelley bill, 

Mr. Rooseve.tr. Yes. 
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Specifically, I want to know why shouldn’t we say that the exemp- 
tion is removed subject to the formula attached to the retailing. 

Mr. Rurrenserc. There are some figures that do show that there 
are about 2% to 3 million outside salesmen. These again are rough 
figures because this is an area that has not been surveyed. 

Mr. Roosrgvetr. Then why aren’t they covered here? Instead of 
being 2 why isn’t it 24? 

Mr. RurrensereG. Because, as Mr. Graham was pointing out, they 
come under the second exemption, which means a retail establishment. 

Mr. RooseEvetr. So, to get back to Mr. Biemiller, why should we 
not include the formula? We have lifted the exemption across the 
the board. Why should we not impose an exemption which you have 
reimposed for retailing? Why should we not impose it for people 
who are not in the retailing field? 

Mr. RutrenserG. This is something we ought to give considera- 
tion to. 

Mr. Roosrvetr. | agree. | hope you will. I think it important. 

Mr. Rurrensera. | think it important to point out, though, that 
the majority of the coverage proposed under the Kelley bill comes 
under specific limitations of the exemptions and qualifications. 

So, for example, in retailing it is quite clear that the 4 million there 
come within specific delimiting effects of $500,000 sales volume and 
the 5 or more establishments. 

It is clear that in agriculture 

Mr. Rooskrvetr. In essence, you are saying that because we have 
accomplished a 70-percent good thing we should forget the other 
30 percent that is a bad thing. 

I cannot go along with that. I think we have got to refine this so 
that we are very sure we do not step on the toes of the 30 percent that 
do deStrve protection, which we have not now given them under this 
consideration. 

Mr. Rutrrensere. I would agree in part with that. And I think 
Mr. Biemiller in his statement made it clear, as has already been 
pointed out, that we are not interested in getting at the very small, 
family-owned store, the family-owned operation, the family-owned 
service station or drugstore or whatever it might be. That is our 
general approach to the problem. And I think the Kelley bill 
accomplishes that by still leaving outside of coverage a little more 
than one-half of those now exempt. 

Mr. Roosrvett. Except I have specifically shown you in this in- 
stance where the Kelley bill does not accomplish that. 

Mr. Rurrensera. In the case of outside salesmen, if you have 
3 million total outside salesmen and only 1,300,000 are brought under 
coverage, you still have 

Mr. Roosevetr. It does not make any difference if you still have 
got 400,000 of those people who should not be under coverage because 
of the general principle that you set up. They are small business, 
and I have got to protect them. Do vou understand? 

Mr. Rutrenrerc. I understand the question thoroughly. 

Mr. Roosrvetr. Thank you. 

Mr. Keuuiey. Gentlemen, our time is up. We thank you very, 
very much for your appearance here today. I think you have been 
helpful to the committee. 
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(Information requested by the chairman on definition of ‘activity 
affecting commerce,” was subsequently supplied and follows:) 


(Secretary Tobin, while testifying before the committee, stated he would have 
his legal staff prepare a definition of ‘‘activity affecting commerce’’ as contemplated 
in section 3 (n) of the bill. The definition is as follows:) 


MEMORANDUM 


DEPARTMENT OF LABOR, 
OFFICE OF THE SOLICITOR, 
Washington, February 10, 1949. 
To: The Secretary. 
From: William 8. Tyson, Solicitor. 
Subject: Scope of section 3 (n), House committee print of January 20, 1949, in 
defining ‘“‘activity affecting commerce.” 

The purpose of this memorandum is to indicate the contours of the increased 
coverage of the Fair Labor Standards Act which would result from the enactment 
of the definition of ‘‘activity affecting commerce” contained in section 3 (n) of 
the House committee print of January 20, 1949. 

The major purpose of this section is to extend the benefits of the Fair Labor 
Standards Act to all employees within the reach of the commerce power of Con- 
gress exercised to its fullest constitutional extent,! with the exception of those 
employees for whom specific exemptions are provided because of the local nature 
of their activities or because of special circumstances peculiar to their employment. 
Further purposes are to clarify the coverage of the act in situations where uncer- 
tainty now exists and to eliminate the existing inequities arising from uneven 
coverage within the same enterprise or between competing enterprises. To these 
ends the definition in section 3 (n) of the committee print expresses a concept of 
coverage similar to that adopted in the National Labor Relations Act. 

The Supreme Court has stated that the present scope of the Fair Labor Stand- 
ards Act of 1938 “‘is not coextensive with the limits of the power of Congress over 
commerce,’ 2 and that its coverage is not as broad as that of the National Labor 
Relations Act.3 This bill remedies that deficiency. An important feature of 
the proposed coverage provided for in section 3 (n) of the House committee 
print is that all employees employed in or connected with an enterprise where 
the employer is engaged in any activity affecting commerce would be covered. 
Thus, one of the important effects of the amendment would be to treat all em- 
ployees in an enterprise affecting commerce equally, instead of applving the bene- 
fits of the law to some and not to others, depending upon whether or not they 
were individually engaged in commerce or in producing goods for commerce. 

As indicated above, the adoption of the definition of ‘activity affecting com- 
merce’ in section 8 (n) has the advantage of following well-established prece- 
dents provided by the National Labor Relations Act and other statutes, and 
does not attempt (except by specific exemptions) to draw any line short of the 
full extent of the commerce power as construed in a long line of court decisions. 
Thus, employers and the court, in applying the new language to the facts of 
particular cases, will have these precedents to guide them. I believe, therefore, 
that employers and employees in most cases will know where they stand under 
this definition. Moreover, the granting of rulemaking authority to the Secre- 
tary under section 4 (c) will provide the necessary machinery to give more 
certainty in borderline cases where certainty is needed. 





In sustaining the constitutionality of the Fair Labor Standards Act of 1938, the Supreme Court, in 
U.S. v. Darby Lumber Co., 312 U. S. 100, made the following statement concerning the scope of the com- 
merce power of Congress: ‘‘The power of Congress over interstate commerce is not confined to the regulation 
of commerce among the States. It extends to those activities intrastate which so affect interstate commerce 
or the exercise of the power of Congress over it as to make regulation of them appropriate means to the attain- 
ment of a legitimate end, the exercise of the granted power of Congress to regulate interstate commerce” 
See also N. L. P. B. v. Jones & Laughlin Steel Corp., 301 U. 8. 1, where the Supreme Court used similar 
languaze in sustaining the constitutionality of the National Labor Relations Act; and U.S. v. Wright Wood 
Dairy Co., 315 U. 8. 110, where the Supreme Court sustained the authority of the Secretary of Agriculture to 
regulate the price and marketing of milk produced and sold intrastate which competed with the sale of 
milk moving from another State into that State. 

? Kirschbaum v. Walling, 316 U. 8. 517. To the same effect see Walling v. Jacksonville Paper Co., 317 
U. 8. 564, and McLeod v. Threlkeld, 319 U.S. 491. 
Higgins vy. Carr Bros. Co., 317 U.S. 572, Walling v. Jacksonville Paper Co., supra. 
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It is my opinion, based on a consideration of the decisions of the courts under 
the National Labor Relations Act and other statutes worded similarly to the 
House committee print in respect of commerce coverage, that the act would apply 
generally to all employees not specifically exempt in the following type of 
situations: 

1. Business purchasing supplies, materials, equipment, or goods from other3 
States.‘ 

2. Businesses selling goods outside the State in which they are located. 

3. Businesses producing goods for shipment outside the States in which they 
are located.® 

4. Businesses providing interstate transportation or communication services 
or facilities.’ 

5. Businesses providing goods or services within a State to another firm which 
is covered under 1, 2, 3, or 4 above.* 

6. Businesses engaged in activities competing with activities of other firms in 
interstate commerce.® 

The foregoing may not cover every conceivable situation within the scope of the 
proposed new definition, but I believe it indicates fairly well what is the intended 





4 Wilson & Co., Inc., v. Naticnal Labor Relations Board (124 F. (2d) 845, C. C. A. 7, 1941) (meatpacking 
company Selling locally meat products obtained from other States; National Labor Relaticns Board v. Ter- 
O-Kan Flour Mills, Co. (122 F. (2d) 433 (C. C. A. 5, 1941 flour mills obtaining grain from out of State); 
National Labor Relations Roard v. Poultrymen’s Service Corp. (138 F. (2d) 204, C. C. A. 3, 1943) (feed mills 
obtaining raw materials from other States); National Labor Relations Board v. McGough Bakeries Corp. 
(153 F. (2d) 420, C. C. A. 5, 1946); National Labor Relations Board vy. Van De Kamp’s Holland-Dutch Rakers, 
Inc. (152 F. (2d) 818, C. C. A. 9, 1946) (bakeries which import raw materials into State affect commerce 
although none of products are sent out of the State); National Labor Relations Roard v. Suburban Lumber 
Co. (121 F. (2d) 829, C. C, A. 3, 1941) (retail lumber dealer obtaining materials and equipment from out of 
State sources). 

5 Polish National Alliance vy. National Labor Relations Board (322 U. S. 643 (1944)) (fraternal benefit society 
engaged in insurance activities among several States); Williams Motor Co. v. National Labor Relations 
Board (128 F. (2d) 960, C. C. A. 8, 1942) (automobile dealer making substantial sales to subdealers in other 
States); Nationel Labor Relations Board vy. M. F. Blatt Co. (143 F. (2d) 268 C. C. A. 3, 1944); J. L. Brandeis & 





Sons v. National Labor Relations Board (142 F. (2d) 977, C. C. A. 8, 1944); National Labor Relations Board 
v. May Department Stores Co. (146 F. (2d) 66, C. C. A. 8, 1944) (department store operations ‘affect com- 
merce”’ in view of purchases of merchandise from and sales to points outside of State); Joseph T. Ryerson & 
Son, Inc. (65 NLRB 921 (1946)) (steel products distributing company buying and selling steel products 
both out of the State and locally 

6 National Labor Relations Board v. Jones & Laughlin Steel Corp. (301 U. S. 38) (company manufactur- 
ing steel products which were shipped outside the State); Santa Cruz Fruit Packing Co. v. National Labor 
Relations Board (303 U. 8. 453) (cannery producing canned fruits and vegetables for shipment to other 
States); National Labor Relations Board v. Fainhlatt (306 U. 8. 601) (dress contractor finishing garments 
which were delivered to another State by the owner who took title at the factory prior to such shipments). 

7 National Labo: Relations Board luck Brewing Co. (114 F. 1) 847, C. C. A. 8, 1944) (trucking com- 
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pany engaged in hauling freight to and from railroads transporting such goods in intorstate commerce); 
Associated Press vy. National Labor Relations Roard (301 U.S. 103) (news-gathering agency held to be en- 
gaged in interstate commerce); National Labor Relations Board v. Times-Picayune Co. (130 F. (2d) 257, 
C.C. A. 5, 1942) (newspaper publishing company re¢ ng and publishing news, advertisements, and ar- 





ticles coming from outside the State); National Labor Relations Roard v. Pacific Gas & Electric Co is F 
2d) 780, C. C. A. 9, 1941 1 radio statior in instru litv of commerce so power company supplying 
electricity to it affects commerce); National Labor Relations Board \ J. G. Boswell Co. (136 F. (2d) 585, 
C.C, A.9, 1943) (local telephone exchange which was it 

lhe following businesses operating locally have been held, among others, to be within the jurisdiction 
of the National Labor Relations Board on the ground that they render service ns or individuals en- 
gaged in businesses affecting commerce. Consolidated Edison Co. of N. Y. v. al Labor Pelations 
Board (305 U. 8. 197) (power and light to firms engaged in commerce or in businesses affecting commerce); 
National Labor Pelations Board v. W. H. Kistler Stationery Co. (122 F. (2d) 989, C 10, 1944 sales of 
stationery to firms engaged in commerce); Western Union Telegraph Co. (27 N. L. R 50 (1940)) (cafeteria 
for Western Union Telegraph employees); Henry Ford Trade School (583 N. L. R. B 1944) (trade school 
engaged, inter alia, in the manufacture and repair of tools for companies engaged i siness affecting com- 
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merce); Butler Bros, and Aler Wasleff (41 N. L. R. B. 843 (1942)) (service employee otfice building whose 
tenants are engaged in interstate commerce); Bankers Trust Company (56 N. L B. 1071 (1944)) (safe- 
deposit services to customers engaged in interstate commerce Cf. cases holding that firms engaged in 
occupations necessary to production or in a local asvect of the productive process affect commerce Vational 
Labor Pelations Board v. Bradford Dyeing Assn. (310 [ S. 318) (dveing cloth in commerce); National Labor 


Relations Board v. Crystal Spring F. Co. (116 F. (2d) 669, C. C. A. 1, 1941); Burlington Dyeing & F. Co. v. 
National Labor Pelations Board (104 F. (2d) 736, C. C. A. 4, 1939) (finishing cloth for interstate producer); 
National Labor Pelations Board v. Van Deuse 138 F. (2d) 893, C. C. A. 2, 1943) (garment contractor work- 
ing on goods for interstate producer 

§ National Labor Relations Board v. Planters Mfg. Co. (105 F. (2d) 750, 753, C. C. A. 4, 1939) (holding that 
where “‘respondent competes in its sales in Virginia with manufacturers of similar containers whose plants 





are located in other States,’’ then “‘the act is applicable to the respondent and the employees here involved’’); 
see also National Labor Relations Board vy. National Motor Bearing Co. (105 F 2d) 652, C. C. A. 9); fifth 
128) (holding that 


annual report of National Labor Relations Board, p. 83; Wickard v. Filburn (317 U.S. 111, 
Federal Government may place quota control on wheat produced for local consumption since ‘‘houe-con- 
sumed wheat would have a substantial inffuence on price and market conditions’’ and ‘homegrown wheat 





in this sense competes with wheat in commerc« United States v. Wrightwood Dairy Co., supra (holding 
at p. 120 that ‘“‘the marketing of a local product in competition with that of alike commodity! nier- 
state may so interfere with interstate commerce or it l fford a basis for congrs ula 
tion of the intrastate activity’’); Shreveport Rat holding that under general power 
to regulate rates on interstate carriers, Federal Ge I ent has power to regulate intrastate railroad rates 
when these result in “unjust discrimination’’); Swift 196 | 375) (power to restrain 
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effect of the new language. Many of the employees in the above-named cate- 
gories are now covered. As examples of the new categories of employees that 
would be covered under the proposed new language of section 3 (n) if enacted 
into law, I believe that employees in the following groups who may not now be 
covered by the Fiar Labor Standards Act !° would generally be covered: 

(a) Employees of wholesalers who are engaged in handling, shipping, and 
delivering within the State goods which were received from another State but 
which came to rest at their employer’s warehouse. 

(b) Employees engaged in the original construction of new airports, factories, 
warehouses, office buildings, loft buildings, and other buildings or structures 
which will be used in commerce or production of goods for commerce although 
they will not become an integral part of existing facilities. 

(c) Employees engaged in the construction of apartment houses, stores, and 
residences if a substantial portion of materials used come from other States. 

(d) Building-maintenance employees engaged in servicing office buildings in 
which miscellaneous activities in interstate commerce (as distinguished from 
production) are carried on. 

(e) Workers providing food, lodging, and similar facilities for employees en- 
gaged in interstate commerce, such as cooks on cook cars for maintenance-of-way 
emplovees on railroads. 

(f) Employees of large retail or service enterprises, such as chainstores and 
large department stores. 

In addition, the small percentage of employees in manufacturing, mining, 
finance, and insurance who are not now covered would be entitled to the benefits 
of the act under the proposed amendment, unless specifically exempted. 

With respect to those employees who would not be covered under the act if the 
proposed section 3 (n) is adopted, and taking into account the exemption provided 
in section 13 (a) for employees of retail or service establishments, it is my opinion 
that the wage and hour and child-labor provisions would not reach self-employed, 
domestic help in private homes, Federal, State, and local government employees, 
and the great bulk of employees employed in the typical local retail store or 
service establishment, such as the grocery, drugstore, tavern, hardware store, 
barbershop, beauty parlor, shoe-repair shop, restaurant, etc. Moreover, there 
are additional exemptions provided for other local industries such as local motorbus 
and trolley lines, and taxicab companies, and for employees engaged in agriculture. 

I am advised that a substantial number of additional employees will be covered 
by the wage and hour provisions of the act if section 3 (n) of the bill is adopted. 
These employees often work side by side with other employees who are now 
receiving the benefits of the minimum wage and overtime provisions of the law. 
For example, many building-maintenance workers employed in office buildings 
in large cities are today outside the protection of this act, while similar employees 
employed in loft buildings are covered. Similarly, employees of wholesalers 
receiving goods from another State are covered, whereas employees who handle 
those goods after they have come to rest in the warehouse and deliver them to 
retail stores within the State are now outside the coverage of the law. Also, 
most employees of a construction contractor engaged in building an entirely 
new factory during a given period are not covered by the law, whereas they 
come under the coverage of the act when they are engaged during another period 
in extending, reconstructing, or repairing an existing factory. 

In summary, the House committee print seems to proceed on the theory that 
legislation regulating wages and hours of employment and striking at child-labor 
evils should, in order to avoid competitive inequalities, utilize the plenary power 
of Congress over commerce to its fullest extent so that, generally speaking, all 
employers would be required to comply with the standards prescribed by Congress 
unless a specific exemption has been provided for the activity or enterprise. 


The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Whereupon, at 12:10 p. m., the subcommittee was recessed, to be 
reconvened at 10 a. m., Thursday, March 7, 1957.) 


Under the present act, certain employees in the listed groups would be covered where their individual 
activities constitute interstate commerce or the production of goods for interstate commerce. 
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THURSDAY, MARCH 7, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS OF THE 
COMMITTEE ON EDUCATION AND LABOR, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 
429, Old House Office Building, Hon. Augustine B. Kelley (chairman 
of the subcommittee) presiding. 

Present: Representatives Kelley, Landrum, Roosevelt, Teller, 
Holt, Ayers, and Griffin. 

Staff members present: Fred G. Hussey, chief clerk; John QO. 
Graham, minority clerk; James M. Brewbaker, counsel; and Russell 
C. Derrickson, chief investigator. 

Mr. Ketiey. The committee will come to order. 

Since the House meets at 11 0’clock, we will proceed as long as we 
can. If we cannot finish, we will come back tomorrow morning, 
Maybe we can do this in an hour. 

The first witness is Mr. Suffridge, president of the Retail Clerks 
International Association, AFL-CIO. 

Mr. Suffridge, if you will identify yourself for the record, you may 
proceed. 


STATEMENT OF JAMES A. SUFFRIDGE, PRESIDENT, RETAIL 
CLERKS INTERNATIONAL ASSOCIATION, AFL-CIO; ACCOM- 
PANIED BY JACOB H. BENNISON, RESEARCH DIRECTOR, AND 
CHARLES BRAGMAN, ATTORNEY 


Mir. Surrripce. Thank you very much. 

First, my name is James A. Suffridge. 1am president of the Retail 
Clerks International Association, AFL-CIO. 

We appear before you on behalf of the more than 300,000 members 
of our organization employed in the Nation’s retail stores in support 
of H. R. 4791. I submit herewith for the record a full statement of 
our organization relative thereto. I believe we have presented to 
the reporter the full statement and also the brief statement that I 
will present at this time. 

This bill H. R. 4791 would amend the Fair Labor Standards Act of 
1938 so that all employees of a retail employer whose annual volume 
of sales is over $500,000 and who is engaged in an activity affecting 
commerce would be covered by the minimum wage, maximum hours 
and child-labor provisions of the present act. All employees of a 
retail employer whose annual volume of sales of $500,000 or less would 
be exempt. 
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The current exemptions for service establishments, laundries and 
the like would not be affected by the bill, which repeats the language 
of the present law on these exemptions merely to show how the pro- 
posed amendments would fit in. However, such repetition is not 
necessary in any bill which might be reported out by the committee. 

Congress has the full constitutional power and responsibility to 
extend coverage of the act to large retailers whose activities affect 
commerce. This fact has been well settled by the legislative and 
judicial history of the affecting commerce provision, section 2 (7) of 
the National Labor Relations Act, on large-scale retailing. The con- 
tention of opponents of these bills that the Congress has no such con- 
stitutional power or responsibility has no foundation in law or in fact. 

The actual function of selling goods and products of industry at 
retail by a large concern may be local in most instances but that func- 
tion cannot be divorced from the other directly related and essential 
functions such as purchasing, warehousing, financing, management, 
advertising, personnel training, and policy. These other related 
functions when exercised across State lines usually bring such a concern 
within the scope of activities affecting commerce and, therefore, 
within the commerce power of Congress. In some instances the vol- 
ume of retail sales across State lines may bring about the same result. 

The history of the affecting-commerce provision in the National 
Labor Relations Act also shows that the National Labor Relations 
Board, with the solid approval of the courts of the United States, has 
not extended coverage under that law to small retail enterprises which 
are almost entirely local in every respect and do not have a substantial 
impact on interstate commerce. 

For these reasons we believe H. R. 4791 would, in effect, leave to 
the States the responsibility for coverage of small local retail enter- 
prises under minimum-wage, maximum-hour, and child-labor legis- 
lation. 

Big retailers have consistently used State minimum-wage laws as.a 
blind behind which they could hide in persuading Congress to avoid 
its responsibility of covering them under the Fair Labor Standards 
Act. These laws do not and cannot eliminate this responsibility of 
Congress. Congress has covered these retailers under other legisla- 
tion because their activities affect commerce. There is no valid reason, 
therefore, for Congress to continue this discrimination which has 
persisted since 1938. 

The hodgepodge of the existing 22 State laws only tends to place 
a greater burden on commerce than would otherwise exist if H. R 
1791 becomes law. This bill would more nearly equalize competitive 
opportunities not only among such retailers but also between small 
local stores and these large retail firms. 

Only 6 out of the 22 States with minimum-wage laws apply to all 
retail employees. Even in these 6 States the variation in the minimum 
wage applicable is as much as 32 percent between New York and 
Massachusetts, and 25 percent between New York and Connecticut 
as applied to retail establishments. The other more important indus- 
trial States such as Michigan, Indiana, Ohio, and Pennsylvania do 
not have anv effective law protecting retail emplovees. 

And, finally, the levels of the minimum wage under State laws for 
the most part are far below a decent minimum-living standard. For 
example, 16 cents in effect in Arkansas since 1915, and 22 cents in 
effect in South Dakota since 1943. 
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The Supreme Court has often pointed out that Congress did not go 
to the limit of its own commerce power under the Constitution of the 
United States in regulating coverage under the Fair Labor Standards 
Act. Extension of the act to large retailers, therefore, is the only 
way in which Congress can carry out its responsibility. 

The real intent of Congress in 1938 in setting forth the retail exemp- 
tion in the law and in amending it in 1949 was to exclude from its 
coverage small local retailing suc h as the corner grocer, the small drug 
and clothing stores, the gasoline station, and the like. This intent is 
reflected in the committee reports and congressional debates. Our 
statement for the record, in particular, quotes Congressman Lucas, of 
Texas, Congressman McConnell, of Pennsylvania, and Senator Hol- 
land, of Florida, the principal proponents of the 1949 amendments, 
that such is the intent. 

Ever since 1938, therefore, large-scale retail businesses have hidden 
behind the cloak of small business in order to avoid their obligation to 
pay a decent minimum wage and to provide fair working conditions 
for their employees. 

We stop to point out that Congress should not again be influenced 
by the barrage of misleading protests such as those made in 1938, 
1946, 1949, 1955, and 1956 that similar legislation would have covered 
and hurt small business. That just is not so. And we hope the time 
has arrived when Congress will remove this improper exemption to 
which large retailing never has been entitled. 

Big retail business never was and is not now local in nature. Any 
such claim is misleading and contrary to the realities as reflected by 
the interstate and often nationwide activities of the huge chainstore 
systems and department stores in the various fields of retailing. 

H. R. 4791 sets forth an administratively clear and sound directive 
as to those large retail enterprises which would be covered. ‘The 
standard of $500,000 is so clear as to enable every employer in the 
retail industry as to ascertain readily in advance whether or not his 
retail enterprise is covered by the act, or is exempt. 

Sales volume is a sound measure of the impact of retail business 
on interstate commerce. It has been the criterion used by congres- 
sional committees in legislation and by Federal executive and adminis- 
trative agencies as the basis for the measurement of the size of retail 
businesses and in distinguishing small retail concerns from large ones. 

$500,000 in sales has been the figure generally considered as the 
dividing line between small and big retail businesses. This has been 
particularly true in actions of the Department of Commerce and in 
minimum-wage proposals. 

The use of the number of employees as a standard has not been 
frequently employed or recommended. In minimum wage legisla- 
tion of 22 States only 1—New Mexico—covers retail employers on 
the basis of number of employees—4 or more—and that law has 
been held unconstitutional on other grounds by the State supreme 
court. 

There are valid and persuasive reasons for nonuse of this standard 
in the Fair Labor Standards Act. A standard based upon the number 
of employees has no direct relation to a retail firm’s business impact 
on interstate commerce. Such a standard, for example, of 100 
employees as the line between small and large retail business would 
permit a substantial proportion of large retailers to escape coverage 
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which would otherwise be provided by H. R. 479 Any such stand- 
ard, in addition to a standard based upon s iar volume, is needless 
administratively because volume of sales can be made to cover about 
the same number of employees and retail firms as may be desired. 

Finally, a standard based upon the number of employees becomes 
administratively difficult to apply because of the large numbers and 
proportions of part-time workers in the industry which is about 25 
percent of the total employed by retail establishments in November 
1954 according to the Bureau of the Census. 

Large-scale retailers constitute 3.6 percent of all retail firms, make 
42.9 percent of all retail sales, and employ 43 percent of all retail 
employees. Sales of retail businesses with an annual volume of sales 
of over $500,000 suitibate 18 percent—18.4 percent in 1956: United 
States Department of Commerce, Office of Business Economics—of 
our entire gross national product. They do a $64,600 million business, 
which operates about 48,000 stores w ith 2,400,000 employees. 

We estimate that there are about 2,185,000 employees who would 
be newly covered. Of this number, approximately 650,000 retail 
employees getting less than $1 an hour would actually benefit by the 
passage of H. R. 4791. The maximum impact of a $1 minimum 
would be less than one-half percent of the price of retail goods if this 
bill were applied to all retail employees. 

Since this bill would provide coverage for only 43 percent of all 
retail employees—far short of the ideal goal—the cost as reflected 
retail prices would perhaps be as little as one-fifth of 1 percent. 

This additional cost noe be more than offset by the increased 
purchasing power placed in the hands of low-paid retail employees. 
The additional wages to be paid would be spent on food, clothing and 
other immediate necessities. Retail stores would get more profits 
from such purchases. 

Secretary of Commerce ges eks has already stated that extension of 
coverage is “not in and of itself” inflationary. The administration 
would certainly not propose extension of coverage and at the same 
time advocate to Congress the adoption of inflationary curbs. 

Finally, the Senate Committee on Labor and Education, and the 
Department of Labor have reported that the 40-cent minimum in 1938 
and the 75-cent minimum of 1949 show no inflationary price rises 
caused by these legislative acts contrary to the false hue and cry of 
the opponents to them. 

In summation, I would like to emphasize that retailing today is 
dominated by big business. No basic 1 reason exists for according these 
large independent and multi-State chain enterprises the same solicit- 
ousness and economic concern that Congress manifests for the local, 
corner retail store. There is no justification for treating these enter- 
prises differently from other economic enterprises affecting interstate 
commerce. 

Indeed, the size of these enterprises, the volume of their annual 
business, the number of employees, the sheer magnitude of their 
operations dwarf many industries about which no question exists 
respecting coverage. Sincerity in meeting the legislative purposes as 
stated in the Federal wage-and-hour law, as well as the responsibility 
under the Constitution, requires that the same protection be given 
the workers in the retail field that Congress now affords to employees 
in other industries affecting commerce, especially when the need is so 
apparent and great. 
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In closing, I would like to thank the chairman and the members of 
the committee for the privilege of appearing here and being given the 
opportunity to present the views of the Retail Clerks International 
Association on this most important matter. 

Mr. Chairman, of course, we will endeavor to answer any questions 
we can, and reiterate, of course, that we have submitted a very lengthy 
brief on this subject, which we think is supported by statistics that 
might be helpful to the committee members in the study. 

(The statement referred to follows:) 


STATEMENT OF JAMES A. SUFFRIDGE, PRESIDENT, RETAIL CLERKS INTERNATIONAL 
Association, AFL-CIO 


Mr. Chairman and members of the subcommittee, my name is James A. 
Suffridge. I am President of the Retail Clerks International Association, AFL- 
CIO, on whose behalf I am appearing in support of H. R. 4791. We urge that 
the present retail exemption in section 13 (a) (2) of the Fair Labor Standards Act, 
and the other pertinent provisions thereof be amended so that the minimum wage, 
overtime, and child-labor provisions would be applicable to large enterprises in 
the retail field which substantially affect commerce. 

It is not our intention to seek such coverage over small local retail establish- 
ments. These stores which do not substantially affect interstate commerce 
should remain the concern of the various States. 

The Retail Clerks International Association represents approximately 300,000 
employees in retail stores throughout the United States. The membership is 
composed predominantly of employees working in chain grocery, drug, variety 
and specialty stores, and large department stores. 


I, PROVISIONS OF THE BILL 


H. R. 4791 would amend the present Fair Labor Standards Act principally: 

1. By extending the congressional declaration of policy in sections 2 (a) and (b) 
of the act to retail establishments whose activities affect commerce (sec. 2 of the 
bill). 

2. By adding a new section 3 (p) to the act, defining “activity affecting com- 
merce,” which is substantially similar to the same term as defined in the National 
Labor Relations Act (sec. 3 of the bill). 

3. By extending the minimum-wage provisions of section 6 of the act (sec. 5 
of the bill), the maximum hours provision of section 7 (a) of the act (sec. 6 of 
the bill), and the child-labor prohibition in section 12 (¢) of the act (sec. 8 of 
the bill) only to an employer who is in an activity affecting commerce and who 
has one or more retail establishments with a total annual volume of sales of more 
than $500,000 from all such establishments combined. 

4. By amending the exemptions section 13 (a) (1), 13 (a) (2), and 13 (a) (4) of 
the act, so that the retail exemption would be applicable to any employee of a 
retail establishment of an employer with one or more retail establishments and 
having from all such establishments combined a total annual volume of sales of 
not more than $500,000 (sec. 9 of the bill). 

5. By extending similar coverage to the special provisions of section 5 (a), and 
8 (a) of the act relating to Puerto Rico, the Virgin Islands and Samoa (secs. 4 and 
7 of the bill). 

It should be noted that the bill, H. R. 4791, does not provide such extension of 
coverage to the retail-service industries. This bill would not change the status 
of this service group, and it repeats the exact language with respect to retail- 
service establishments in section 13 (a) (2) and to laundries and the like in section 
13 (a) (3) of the present law for the purpose of showing this subcommittee how 
the law would read if amended by the bill. Such repetition is not necessary in 
any bill which may be reported out and acted upon by the Congress and should 
be eliminated at the appropriate time. 

We do not make any recommendation for the service group because it is out- 
side the jurisdiction of our organization. This retail-service group, which is 
outside of our jurisdiction, consists of shoe-repair shops, laundries, dry cleaners, 
restaurants, cafes, hotels, beauty shops, barbershops, communication services, 
and other retail services. The problems of these services which differ from those 
of the large retailing enterprises are the concern of other unions, which, I presume, 
will present statements thereon to this subcommittee. 
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It is our expectation that any decision as to whether or not the subcommittee 
will recommend the elimination of the present exemption in section 13 (a) (2) 
and provide some other basis of coverage for service establishments than is now 
in the present law is a matter which will be considered by the subcommittee. 

However, employees who perform service functions such as selling food, light 
lunches, and the like within a strictly retail-merchandise establishment such as a 
drugstore which is part of a large chain or a large department store would be cov- 
ered in somewhat the same way that employees performing similar functions in 
manufacturing plants are now covered under the present act. 

Under the existing law, employees who work in a cafeteria which is owned and 
operated by a manufacturing concern and which is under the same roof as the 
manufacturing activity are covered.! 

While our organization believes that the problem of coverage and exemption 
with respect to retail-service establishments should be considered in connection 
with legislation separate from H. R. 4791, naturally we favor the extension of 
coverage to as many industries as possible, including extension to service estab- 
lishments in accordance with the position of the AFL-CIO as proposed by Mr. 
Meany, president thereof. But we do not wish to make any recommendation to 
extend coverage to service establishments. We are not so presumptuous as to 
ask you to report out coverage legislation on other industries with which we have 
no direct connection or concern. 


II. FEDERAL RESPONSIBILITY FOR COVERAGE OF LARGE-SCALE RETAILING 


The proposed amendments to the present act would include within coverage all 
employees of any retail enterprise whose activities affect commerce and whose 
total annual volume of sales from all establishments of such enterprise are over 
$500,000, and still exempt from coverage all employees of any retail enterprise 
whose total combined annual volume of sales is not over $500,000. The amend- 
ments would, therefore, make coverage depend on the retail enterprise as a whole 
and not upon the activities as an individual employee within each separate 
physical establishment, as is in the present law. The effect of the amendment is 
to protect all employees who are employed in or about, or in connection with, any 
establishment of the large retailer where such emplovee is engaged. 

Congress has the full constitutional power to extend coverage of the act to large 
retailers whose activities affect commerce, as shown by the legislative and judicial 
history of the National Labor Relations Act. 

The National Labor Relations Act contains a somewhat similar definition of 
“affecting commerce.’’? The courts? and the National Labor Relations Board 4 
have ruled that large retail enterprises of the kind sought to be covered here 
under H. R. 4791 are subject to that act because their activities affect commerce. 
It is clear that even though the selling function of a large-scale retail concern 
may be local in character, its other functions, such as purchasing, warehousing, 
financing, management, advertising, personnel policy and training, which are 
just as essential to the retail-selling function, actually bring such concern within 
the commerce power of Congress and therefore subject to regulation under the 
“affecting commerce’’ provision. 

In N. L. R. B. v. J. L. Hudson Co. ((1943) 135 F. 2d 380, certiorari denied, 320 
U. 8. 740), the Court said: 

“The Supreme Court, since promulgation of its opinion in National Labor 
Relations Board v. Jones & Laughlin Steel Corp. (301 U. 8. 1, 37; 57 8S. Ct. 615, 
812, Ed. 893, 108 A. L. R. 1352), has adhered to the doctrine that activities, intra- 
state in character when separately considered, if so closely and substantially re- 
ated to interstate commerce that their control is essential or appropriate for the 





1 See, for example, Hawkins v. FE. I. duPont de Nemours & Co., Inc. (1951), 192 F. 2d 294; Basik yv. General 
Motors Corp. (1945), 311 Mich. 705, 19 NW. 2d 142. 

3 Act of July 5, 1935, C. 372, sec. 2 (7): “The term ‘affecting commerce’ means in commerce, or burdening 
or obstructing commerce or the free flow of commerce, or having led to or tending to lead to a labor dispute 
burdening or obstructing commerce or the free flow of commerce.” 

3N. L. R. B. v. Suburban Lumber Co. (1941), 121 F. 2d 829, certiorari denied, 314 U. 8. 693; N. Z. R. B. v. 
Schmidt Baking Co., Inc. (1941), 122 F. 2d 162; N. L. R. B. v. F. W. Woolworth Co. (1941), 121 F. 2d 658; 
N. L. R. B. v. Richter’s Bakery (1944), 140 F. 2d 870, certiorari denied, 322 U. 8. 754; N. L. R. B. v. M. E. 
Blatt Co. (1944), 143 F. 2d 268, certiorari denied, 323 U. S. 774; J. L. Brandeis & Sons v. N. L. R. B. (1944), 
142 F. 2d 977, certiorari denied, 323 U. S. 751; N. LZ. R. B. v. Van deKamp’s Holland-Dutch Balers, Inc. 
(1946), 154 F. 2d 828, amending 152 F. 2d 818. 

4 Hogue & Knott Supermarkets (1954), 110 N. L. R. B. 68; Central Carolina Farmers Exchange, Inc. (1956), 
115 N. L. R. B. 191; Geo. Byers & Sons, Inc. (1955), 111 N. L. R. B. 48; United Cigar-Whelan Stores Corp. 
(1955), 114 N. L. R. B. 185. There are many other decisions and rulings which bring retail chains and de- 
partment stores, intrastate in whole or in part in their selling function, within the “‘affecting commerce’’ 
clause. These are just set forth here as examples. 
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protec tion of interstate commerce from burden or obstruction, fall within the 
ambit of control by Congress.” 

This decision was rendered in the case of a large department store in Michigan 
which had no retail stores outside of Michigan, but which maintained buying out- 
lets outside of the State and made substantial purchases outside of Michigan. 

The contention of oo of these bills that, since the selling aspect of a 
retail enterprise may local in character, the Congress has no constitutional 
power or re sponsi bility over the establishment of fair labor standards for large 
retail enterprises is spurious and misleading. It has no foundation in law or fact. 

While the full extent of the commerce clause in relation to “affecting commerce 
might possibily extend the jurisdiction of the National Labor Relations Board 
over countless numbers of small retail enterprises, the Board has consistently 
exercised reasonable discretion to decline to exercise jurisdiction over enterprises 
which are essentially local in character, notwithstanding the fact that any such 
retail enterprise may affect commerce in some small degree. 

The Board has reasoned with the approval of the courts that in such cases it 
would not effectuate the policies of the National Labor Relations Act to assert 
jurisdiction over these small enterprises.5 The theory underlying such exemptions 
is that the business must be almost entirely local in every respect.® 

The test used in asserting jurisdiction under the National Labor Relations Act 
to retail enterprises is whether there is a substantial impact on interstate com- 
merce,’ 

The reported decisions of the National Labor Relations Board are replete with 
cases involving different large-scale segments of the retail industry. Under the 
affecting commerce clause, it has asserted jurisdiction, for example, over intra- 
state chains,’ interstate chains,® single department stores,!° multiunit department 
stores or supermarkets within a State,!! or within two or more States,” drugstores, 
furniture stores, clothing stores, hardware stores,! electrical appliance stores,” 
automobile retailers,!3 and bakeries’ as large-scale retail enterprises whose 
activities affect commerce. 

The criteria used by the National Labor Relations Board has varied over the 
years. In 1950 the NLRB decided for purposes of administrative policy to assume 
jurisdiction over all employers, including retail employers, whose annual dollar 
volume of business equalled or exceeded any of the following amounts: 

1. $25,000 in interstate sale of goods or services. 


” 


2. $500,000 in direct interstate purchases. 
3. $1,000,000 in indirect interstate purchases. 
4. Where the annual dollar volume of the e mployer’s out-of-State sales or pur- 


chases equaled 100 percent of the minimum coverage requirements based on the 
dollar value of sales or purchases. 

It made no difference whether the inflow (purchases) or outflow (sales) require- 
ment were met singly or in combination.” 

In addition to the foregoing, the NLRB asserted jurisdiction over all establish- 
ments which were integral parts of a multistate enterprise.*! 

5N.L. R. R.v. Denver Ruilding & Construction Trades Council (1951), 341 U. S. 675; Haleston Drug Stores, 
Inc. \ _N L. PR. B. (1951) 187 F. 2d. 418 certiorari denied; 342 U. 8. 815; Deskins Super Market (1956), 115 
N.L. R. B. 252; Kenneth Chevrolet Co. (1954), 110 N. L. R. B. 241; Mc Farlanes Candies (1950), N. L. R. B. 
1264 Wie Mahan’s of Santa Ana and Lynwood (1950), 91 N. L. R. B. 183. 

6 Mid-Co. Gasoline Co., (1949), 86 N. L. R. B. 62. This principle was applied in Lewis Bros. Bakeries, Inc. 
(1948), N. L. R. B. 190 Sad other bakery cases, Penn. Coal Co., Inc. (1948), 80 N. L. R. B. 251, Hom-Ond 
Food Stores (1948) 77 N. L. R. B. 647. C. P. Evans Food Stores, Inc. (1954), 108 N. L. R. B. 237; Hartzell Co. 
(1950), 90 N. L. R. B. 217; Goodman’s Inc. (1952), 101 N. L. R. B. 89 as exemptions from the act. 

7 See for example Van deKamp’s Holland-Dutch Bakeries, Inc. (1946), 154 F. 2d 828, amending 152 F, 2d 
818, in which almost all sales were intrastate, but 30 percent of the purchases were interstate. 

§ Minimar Stores (1950), 91 N. L. R. B. 114, J. L. Brandeis & Son v. Nae 1944), 142 F. 2d 977, certiorari 


denied, (1944), 323 U.S. 751, Piggly Wiggly of San Diego, Inc. (1945), 60 N. L. R. B. 47. 
* First National Stores, Inc. (1940), 26 N. L. R. B. 117. 
0 NLRB vy. J. L. Hudson Co. (1943), 135 F. 2d 126, certiorari denied, 320 U. S. 720. 


1! Galayan's Supermarket, Inc. (1950), 92 N. L. R. B. 48. 

12 May Department Stores, Inc. (1942), 39 N. L. R. B. 471, Block & Kuhl Dep't. Store (1949),83 N. L. R. B. 
418 

1 Sun Ray Drug Co. (1949), 87 N. L. R. B. 208. 

14 Dorn’s House of Miracles (1950), 91 N. L. R. B. 632, Epp Furniture Co. (1949), 86 N. L. R. B. 27 
18 King Brooks, Inc. (1949), 84 N. L. R. B. 74 
Tyner-Petrus Co. (1949), 81 N. L. R. B. 64. 
Grinnell Brothers (1948), 80 N. L. R. B. 191. 
18 Puritan Chevrolet Inc. (1948), 76 N. L. R. B. 180, Edward Taubman et al. (1948), 77 N. L. R. B. 141 
1’ See note 6, above. 

Floyd Drummond (1953), 102 N. L. R. 596; NLRB vy. Floyd Drummond (1954), 210 F. 2d. 828 
1 Sun Ray Drug Co. (1949), 87 N. L. R. B. 208. 


~ 








110 FAIR LABOR STANDARDS ACT 


In 1954 the NLRB changed the 1950 standards with respect to a company 
operating a single retail store or an intrastate chain and assumed jurisdiction only 
if it meets any of the following conditions: 

1. Direct out-of-State purchases over $1 million annually.” 
2. Indirect out-of-State purchases over $2 million annually. 
3. Direct out-of-State sales over $100,000 annually.*3 

The Board discontinued the practice of combining purchases and sales categories 
as set forth in item 4 of the 1950 standards. It also determined that in 1954 it 
would assert jurisdiction over the store of a multi-State chain if the particular 
store or stores meets any of the three 1954 standards or if the entire chain has 
gross annual sales of $10 million or more. The change affected by the 1954 stand- 
ards materially reduced the area in which the NLRB now asserts jurisdiction 
under the affecting commerce provision.”4 

Thus, in applying the affecting commerce provision the criteria of the National 
Labor Relations Board and the courts include consideration of direct or indirect 
purchases of merchandise from without the State, out-of-State sales, maintenance 
and operation of warehouses within a State serving stores whether or not without 
the State, storage plants, purchasing agents or agencies outside the State, and other 
functions indicating an averall effect on interstate commerce. In our judgment, 
these are the correct criteria which would be used in determining whether a 
retail employer would come within the first requirement as to affecting commerce 
as set forth in H. R. 4791. 

In extending coverage in this direction to all employees of any large retailer 
whose business activities affect commerce, the Congress would be exercising 
powers which it has already exercised and which have been upheld as constitu- 
tional by the Supreme Court in cases involving the National Labor Relations 
Act. The Supreme Court has often pointed out *5 that the Congress did not go 
to the limit of its own power to regulate commerce in the coverage provisions of 
the Fair Labor Standards Act. It did not attempt in 1938, 1946, and 1949 to 
extend the act to large retail enterprises ‘‘affecting commerce.’ But it still 
remains a fact that such extension is not a question of the constitutional power of 
Congress, but is solely a matter of policy to be decided by Congress. 

For example in 1938 ‘‘the breadth of the phrase ‘affecting commerce’ was so 
uncertain and difficult of definition that it was at first proposed in the bill to grant 
to a labor standards board, and later to the Secretary of Labor, authority to 
determine what should be considered as actually ‘affecting commerce’ within the 
meaning of the act. Congress finally chose to forego the exercise of its full 
constitutional power and eliminated from the act the clause ‘affecting 
commerce’ ”’ 26, 

With the passage of the years, the definition of affecting commerce has become 
so certain and clear in application by the courts and the NLRB that the above 
stated difficulty has been removed. 

Furthermore, the real intent of Congress in 1938 and 1949 in setting forth the 
retail exemptions in section 13 (a) of the act was to exclude from the law, the small 
corner grocery, the small drug store, clothing store, filling station, and the like. 

The Senate report on the original bill, which had an exemption for any person in a 
local retailing capacity—that is, ‘‘business * * * of a purely local nature” 
those regularly engaged in local retailing activities and those employed by small 
retail establishments as epitomized by the common grocery store, the drugstore, 
and the department store—it applies only to the industrial and business activities 
of the Nation, insofar as they utilize the channels of interstate commerce, or 
seriously and substantially burden or harass such commerce. It leaves to State 
and local communities their own responsibilities concerning these local service 
and other business trades that do not substantially influence the stream of com- 
merce.?? 

When the Senate bill was amended by the House, various Congressmen spon- 
sored amendments “‘to protect the corner grocery store man or the filling station 
man” or to prevent coverage of these establishments ‘‘simply because the little 
country merchant orders his groceries from another State.” 2° 





22 Morris Kirschman & Co. (1955), 111 N. L. R. B. 123 


23 Geo. Byers Sons, Inc. (1955), 111 N. L. R. B. 48; Central Carolina Farmers Exchange, Inc. (1956), 115 
N. L. R. B. 191. 

2% Two of the five Board members have challenged the raising of the standards in 1954 from the 1950 level. 
They seem to claim an abuse of discretion by the Board’s majority in curtailing jurisdiction. See the dis 


senting opinion of Board Members Murdock and Peterson in Breeding Transfer Co. (1954), 110 N. L. R. B. 
64, and Hogue & Knott Supermarkets (1954), 110, N. L. R. B. 68 ; 

23 Kirschbaum v. Walling (1942), 316 U.S. 517, 521, 522, 523; Roland Electric Co. v. Walling (1946), 325 U.S. 
657, 672 


2 Roland Electric Co. v. Walling (1946), 325 U. S. 657, 6 
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It should be noted that the 1938 conference bill, however, rewrote the exemp- 
tion in order to insure primarily that small retail establishments near State lines 
and making some occasional interstate sales were exempt.?® 

The intent underlying the 1949 amendments was to continue the retail exemp- 
tion for small retail businesses. The House Committee on Education and Labor 
reported a bill (H. R. 5856) in 1949, which would have extended the minimum- 
wage and maximum-hour provisions of the law to any enterprise affecting com- 
merce, and limited the retail exemption of section 13 (a) (2) to any retail establish- 
ment whose annual volume of sales was $500,000 or less.8° Congressman Lucas, 
of Texas, in sponsoring a substitute which was the base of the present exemption 
stated: 

“The amendment has the effect of confirming the exemption for the various 
local neighborhood businesses whom it was the original purpose of the existing 
law to be exempt.” 3! Congressman McConnell, of Pennsylvania, objected to 
the committee bill, because “you will find many small businesses, normally recog- 
nized as retail and service establishments, are covered—this means that many 
small retail and service establishments can be brought under this act.’’ 3? 

Congressman Harris, of Arkansas, noted that the House Labor Committee 
provision affected the small retail business adversely and that the Lucas amend- 
ment was intended to protect small business.%* 

Senator Holland, of Florida, proposed the Lucas amendment to the Senate 
bill because ‘‘most of the small-business people of the Nation are terribly appre- 
hensive about the present situation which obtains * * *,’’ 34 

He noted the difficulty of the Administrator to exempt ‘‘the operators of little 
stores in country towns, the stores, garages, and filling stations which serve 
farmers,’’ 35 and he cited the support of small business for his amendment.*® 


Ill. THE $500,000 SALES CRITERION 


The bill we support, H. R. 4791, would carry forward the historical concern 
of Congress to exempt small retai! enterprises, and set an administratively clear 
line as to those large retail establishments which may be considered to come 
under the commerce clause because they are businesses which affect commerce. 
In this connection, during the debate on an amendment to the Fair Labor 
Standards Act of 1938 which would have accomplished the same objective as 
this bill, Senator Pepper, of Florida, emphasized that it would be impossible to 
cover retail firms with annual sales over $500,000 unless language relative to 
retail establishments affecting commerce was inserted in the amendment.*? 

The standard of $500,000 is so clear as to enable every employer in retail 
industry to ascertain readily in advance whether or not his retail enterprise is 
covered by the act or isexempt. In this way, such employer would not be subject 
to any penalties because of uncertainty or unclear language in the statute. 
Furthermore, this standard would enable the continuation of the exemption for 
small retail businesses whose business activities do not have a substantial impact 
on interstate commerce, in accordance with the intent of Congress ever since the 
law was enacted in 1938. 

With respect to justifications for the yardstick of more than $500,000 worth of 
retail sales a year, $500,000 has been the figure which has been customarily 
accepted over the past decade as distinguishing a small retail business from a 
large retail business, 

Thus, for example, the Senate Committee on Education and Labor,’ in report- 
ing an amendment on the Fair Labor Standards Act of 1946, proposed an exemp- 
tion for a retail employer with not over 4 retail establishments and with a total 






annual volume of sales of not over $500,000 a vear. 


2983 Congressional Record, 75th Cong., 3d sess., pt. 7, pp. 7281, 7282, 7436-7438. 
House of Representatives, 81st Cong., Ist sess.. Report No. 1453 on H. R. 5856, Oct. 17, 1949, pp. 24, 25. 
95 Congressional Record, 81st Cong., Ist sess., pt. 8, Aug. 8, 1949, pp. 11003, 11004 

2 Ibid, p. 10499, 11000; ibid, Aug. 10, 1949, pp. 11198, 11199, 11200. 

> 95 Congressional Record, 81st Cong., Ist sess., pt. 8, Aug. 10, 1944, p. 11207. 

**95 Congressional Record, 81st Cong., Ist sess., pt. 9, August 1949, p. 12498. 

595 Congressional Record, 8lst Cong., Ist sess., pt. 9, August 1949, p. 12498. 





% Tbid., p. 12508. 

* $2 Congressional Record, 79th Cong., 2d sess., pt. 3, Mar. 29, 1946, p. 2819. 

* See Senate Committee on Education and Labor, U. 8S. Senate, 79th Cong., 2d sess., S. Rept. 1012, 
Mar. 14, 1946, on S. 1349, Amendments to the Fair Labor Standards Act of 1938: and Congressional Record, 


79th Cong., 2d sess., vol. 92, pt. 3, Mar. 29, 1946, p. 2819; Apr. 5, 1946, pp. 3162, 3163, 3166. 
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The House Committee on Education and Labor, in reporting on H. R. 3190 of 
the 81st Congress, Ist session,3* reeommended section 13 (a) (2) of the act (retail or 
service establishment exemption) be amended to read as follows: 

“Any employee of a retail or service establishment whose employer had a total 
volume of sales or servicing of not more than $500,000 during the preceding calen- 
dar year.”’ 

Former President Harry 8. Truman, on December 12, 1947, sent a memo- 
randum * to the heads of executive agencies setting standards to be used in deter- 
mining what constituted small business for the purpose of authorizing business 
representation on various Government committees. The standard for retail 
trade was set at net annual sales or receipts under $100,000. 

Former Secretary of Labor Lewis RB. Schwellenbach on March 1, 1949, reecom- 
mended that the retail and service exemption contained in section 13 (a) (2) of 
the Fair Labor Standards Act should be limited to firms doing an annual business 
of $500,000 or less.*! 

In Senate hearings ® held in connection with small-business participation in 
Government procurement activities, H. B. MeCoy, Director of the Office of 
Industry and Commerce of the Department of Commerce, on June 15, 1950, set a 
small-business standard in the retail field at annual sales of less than $500,000 

In the final report of the Select Committee on Small Business, House of Repre- 
sentatives, 82d Congress, 2d session, House Report 2513, December 31, 1952, 
entitled ‘“‘Review of Small Business, 82d Congress,’’ several references are cited in 
Which small-business standards are discussed 

On page 1, the committee used a standard of annual sales in the retail field 
amounting to more than $100,000 to distinguish large from small business. 

Page 3 quotes Senate bill S. 1913, 78th Congress, to the effeet that a small 
business in the retail trade is one whose net sales or receipts for a calendar vear 
are not over $250,000 S. 1913 was entitled ‘‘A bill to establish a Small Defense 
Plant Administration.” 


Page 3 also quotes the Bureau of the Census as setting a dividing line of $50,000 


in annual sales between small and large business in the retail trade. The Temnpo- 
rary National Economic Comunittes also set $50.000 in annual income as a standard. 

Public Law 163, 83d Congress, Ist session, chapter 282 (H. R. 5141), Title il 
The Small Business Act of 1953 wwproved July 30, 1953 , In seetion 203, sets 
forth the criteria for determining a small-business concern and includes among the 


criteria dollar annual volume of business. 
in an administrative memorandum issue d under the act cove ring the pe riod from 
January 19, 1954, to June 10, 1954, the Small Business Administration set up the 


1 
following standards as to eligibility for loans to small businesses: $300,000 for 
retailing concerns, except $500,000 for farm-equipme nt dealers, lumbe ryal is and 


building materials, and $1 million for motor-vehicle distributors and departimen 
stores, 

Sinee June 10, 1954, the SBA standard has been set at $1 million for retail firms, 
except $2 million for department, variety, grocery stores with fresh-meat markets 
and motor-vehicle distributors 

It should be noticed that the above criteria to distinguish small retail businesses 


from large ones are based solely upon the annual volume of sales. Sales are the 
customary and accepted standard for measuring the size of retail business. Sales 
are the best criterion of the impact of retail business on commerce. Nowhere is 


there any other standard such as number of employees. This is particularly true 
with respect to legislation in the minimum-wage field, including State legislation 
The standard of number of employees has no direct bearing on the impact on 
interstate commerce. 

The addition of any standard such as a fixed number of employees, e. g. ,100, to 
a standard based upon the annual volume of sales, would not only complicate the 
administration of the law, but would in effect be meaningless. For example, a 
standard of over 20 employees for coverage purposes would have resulted in about 
55 percent coverage of all the employees in retail trade in September 19535 and a 
standard of over $300,000 in annual sales would have resulted in coverage for 
about 58 percent. A standard of over 100 employees would have resulted in cover- 
age of about 39 percent of all retail employees and a standard of over $1,000,000 

8% H. Rept. 267, Mar. 16, 1949, p. 9. 


4“ House Select Committee on Lobbying Activities, H. Rept 
Dec. 26, 1950, p. 10 





2 on H. R. 298, 81st Cong., 2d sess 





4! Hearings before House Committee on Education and Labor on H. R. 2033, 81st Cong., Ist sess., March 1, 
1949, vol. 1, pp. 26, 27 , 
‘2 Hearings before the Select Committee on Small Business, United States Senate, 8lst Cong., 2d 


1 


Small Business and Procurement, Department of Commerce hearing, June 15, 1950, p. 15, 
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in annual sales would have resulted in coverage of about 44 percent of all retail 
employees in September 1953.48 This comparison shows that $1,000,000 of sales 
produces about the coverage of 100employees. The latter standard is unnecessary. 
it should be noted that these estimates apply to all retail employees who might be 
covered by any of these standards. The figures for the group who would actually 
benefit by an increase in their hourly rate of pay would be substantially less. 

In 1954 0.2 percent of all retail stores had 100 or more employees, which ac- 
counted for 11.3 percent of all retail sales and 19.4 percent of employment in the 
retail industry. This standard of 100 employees would, therefore, reduce tre- 
mendously the area of possible coverage below that of the pending bill. The 
$500,000 standard would be equivalent to about a 20-employee standard because 
roughly 3.9 percent of all stores in 1954 had 20 or more employees, which ac- 
counted for 38 percent of all retail sales and 46.3 percent of all retail employment, 
which are about the same percentages shown by the $500,000 standard for 1954,*4 
which were respectively 3.6 percent of all retail stores, 42.9 percent of all retail 
sales, and 43 percent of all retail employment. 


IV. THE NATURE OF LARGE-SCALE RETAILING 


Large retailers today constitute a multi-billion-dollar business which operate 
thousands of stores with several million employees. 

All retail sales constitute 42.9 percent ® of our gross national product, and 
retail sales of stores doing over an annual volume of $500,000 are estimated at 
18.4 percent of our gross national product.*® 

Although the large retail firms, which the bill, H. R. 4791, seeks to cover, 
represent only 3.6 percent of the total number of retail concerns, it is most signifi- 
cant that they account for 42.9 percent of all retail sales in 1954 and 43 percent 
of ali retail-store employment. 

The economic characteristics of large chain and department store operations is 
such that they have a tremendous impact on interstate commerce. While their 
sales across State lines may be only a small percentage of their total sales, the 
effects of central management and financing, advertising and personnel manage- 
ment, purchasing, transporting and warehousing of goods across State lines, and 
the like are not local in nature and effect. These particular characteristics to a 
great extent determine the local market prices of commodities purchased and 
shipped across State lines. It is this impact of these economic characteristics 
which furnishes the constitutional and rational basis for regulation of minimum 
wages and working conditions in large-scale retailing. 

The size and growth of the supermarket industry provides an illuminating ex- 
ample. In 1982 Super Market Merchandising estimates there were about 300 
supermarkets in the United States, almost all of them on the west coast. That 
year these stores were doing an annual volume of between $100 and $150 million 
worth of business. 

By 1940 there were 6,175 supermarkets doing an annual business of $2 billion. 
Despite wartime restrictions and postwar shortages, growth during the 1940's 
was prodigious. By 1950, supermarkets increased to 14,217 and annual volume 
multiplied more than 5 times—to $10% billion. 

In the 5-vear period from 1950 to 1955, the number of supermarkets increased 
by 50 percent and volume doubled again. The 1955 figures showed a total of 
20,537 supermarkets doing an annual business of $2014 billion. That total repre- 
sents five-ninths of the Nation’s $37 billion outlay for groceries—55.1 percent to 
be exact. 

Average sales per supermarket have shown equally impressive increases, rising 
to almost $1 million in 1955. The volume increases are staggering. Average 
annual volume per supermarket in 1940 was $324,000; in 1945, $470,000; in 1950, 
$721,000; in 1955, $992,000. 





8 Amending the Fair Labor Standards Act of 1938, hearings before the Subcommittee on Labor of the 
Committee on Labor and Public Welfare, 84th Cong., Ist sess. on 8. 18 et al., p. 1801. The table did not 
contain figures to show coverage estimates based upon $500,000 of sales; 39 percent is incorrect because the 
1948 and 1954 census percentages were 17.6 percent and 19.4 percent, respectively. All estimates in this source 
are incorrect for the same reason 

U.S. Department of Commerce, Bureau of the Census, Bull. R-2-2-2, op. cit., pp. 2-2. 

s6U. S. Department of Commerce, Bureau of the Census, Bull. R-2-2, 1954, Census of Business, 
Retail Trade Sales Size, pp. 2-2. U.38. Department of Commerce, Office of Business Economies, Survey 
of Current Business, February 1957, p. 7. %412.4 billion was the gross national product and $150.6 billion 


was the retail sales. The sales of stores doing over $500,000 was $64.6 billion 
# Thid 
Total retail employment ‘ . = ‘ , 5, 539, 243 
Stores over $500,000 sales s oat ‘ 2, 384, 919 
Total number of retail stores operated throughout 1954 ov tinnteddntsinideted 1, 326, 667 


Total number of retail stores with sales over $500,000 is vier Gita tales Aladin cieheiiahien audios 47, 982 
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In 5 States—California, New Jersey, Florida, Michigan, and Nevada—over 70 
percent of the food sold passes through supermarket check stands, and about 80 
percent in 2 States—New Jersey and Florida.*’ 

Gains in the annual-average-sales-per-unit of 4 prominent grocery chains during 
the 10-year period 1945-55, according to Standard & Poor’s Corp. records, were 
outstanding. The 4 firms show an average rise per unit of $558,636, or 341 percent, 
with unit-sales per chain doubling, tripling, and quadrupling.‘ 

During 1954, 34 chain grocery corporations, reporting to the Securities and 
Exchange Commission, according to Fairchild’s 1956 Financial Manual, racked 
up total sales of $12.7 billion. Average volume for the year amounted to $374.1 
million. Only 3 of these firms did an annual business of less than $25 million 
and just 2 fell under the $10 million volume level.* 

The top three chain grocery organizations were in the ‘‘billion-dollar club.’’ 
First was the Great A. & P. Tea Co., doing an annual volume of $4.3 billion: 
Safeway Stores, Inc., runperup with $1.9 billion, and unthreatened, in third place 
was the Kroger Co., doing a $1.2 billion business. 

The chain grocery companies have subsidiaries which operate bakeries, cheese- 





processing plants, milk plants, creameries, general factories, coffee-roasting nts, 
and even an insurance company. The American Coffee Corp., owned by A. & P. 
is the world’s largest coffee purchaser. A. & P.’s subsidiary, the Atlantie Com- 
mission Co., is the world’s largest purchaser of fresh fruits and vegetables. 

Over the past 2 years, 1954-56, Standard & Poor’s reports 5 major gr 
chain companies increased their holdings through the purchase of 13 loca! re- 
gional chain operations involving a total of 592 individua or 

Comparable in size to the chain grocery leaders are the Goliaths of the chain 
department store and mail-order field—Sears, Roebuck & Co. and Montgomery 
Ward & Co. Early in 1956, Theodore Y. Houser, then presi lent of Sears n- 
nounced that for the first time sales volume in 1°55 exceeded the $3 billion Lark 
and, also, for the first time, net worth crossed the $1 billion line Sales for 1956, 
he predicted, would surpass those of 1955, and 1957 sales would be still better 
His prediction for 1956 came true. The comp ny’s si les were 7 } percent apove 
1955 And Januarv 1957 sales were 8.3 percent over January 1956. The cl ain 
operates 700 units in 48 States and the District of Columbia. 1955 net profits 


totaled $158.7 million. 
In connection with Sears, it was reported in January of 1956 that the firm 


planned to establish a $1 an hour minimum in its retail stores. At the time, 
Secretary of Labor James P. Mitchell commented that the reported decision was 
commendable. Sears, however, declined to comment and we are unable to verify 


how far the purported plan has been put into effect. 

Montgomery Ward’s net profits for 1955 totaled $35.4 million, an increase of 
1.6 percent. Sales increased by 9.3 percent to $970 million while net worth 
totaled $643.7 million. Ward’s operates 566 units in 46 States. Its sales for the 
12 months ending January 1957 increased 8.7 percent over the previous 12-month 
period. 

Forty department-store companies, in 1955, had total sales of $6.2 billion or an 
average volume of $155 million. Only 5 of these companies, or about one-tweifth, 
reported annual sales of less than $25 million; none had a volume below $10 million. 
Of this group, leaders in total sales were J. C. Penney Co., with $1.2 billion; 
Allied Stores Corp., with $582 million; and Federated Department Stores, with 
$538 million.®! 

During 1955, 11 major variety store chain organizations recorded a total volume 
of $2.1 billion; or an average of $199 million. Only 6 of the firms reported annual 
dollar sales less than $25 million and only 1 reported less than $5 million. Of the 
11 companies, those taking first, second, and third honors in dollar sales were 
F. W. Woolworth Co., with $768 million; 8S. 8S. Kresge Co., with $355 million; 
and W. T. Grant Co., with $352 million.*? 

During the 10-year period 1945-55, 7 giant variety chains increased average 
store sales by $151,123—nearly 50 percent. 
sedeantaignselonatety 

47 Supermarket Merchandising, February 1956, p. 39 

48 Standard & Poor’s Corp. Records, 195! 
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49 Fairchild Publications, Inc. (Ne Yor Fairchild’s Financial Manual, Food Industries, 19 





72-7: computations 
Thid., pp. 68, 69, 73 


Women’s Wear Daily, May 31, 1956, pp. 1 and 56. Fairchild Publications, Inc. (New York), Fai 
child’s News Service, 1956 
2 Women’s Wear Daily, Apr. 6, 1956, pp. l and 6. Fairchilds Financial Manual, Textile Apparel and 
Related Fields, 1956, p. 54 
688 Standard & Poor’s Corporation Records, 1956, 
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During the same period 1945-55, 7 large and well-known multi-State chain 
variety firms expanded their operations by opening a combined total of 228 new 
retail units.*4 

During 1955, 31 specialty store corporations, reporting to SEC, did a total 
business of $1,025 million, or an average volume of $33 million. Moreover, no 
firm did less than $5 million worth of business, and only 5 reported doing less 
than a $10 million volume. 

The 3 topmost volume pacers were Lerner Stores Corp., with $161 million; 
Grayson-Robinson Stores, Inc., with $94 million; and Lane Bryant, Inc., with 
$64.6 million. 

Five popular and prosperous chain specialty companies added an aggregate 
total of 303 new individua! outlets between 1945 and 1955.57 

The foregoing is not exhaustive, but merely illustrates the increasing size and 
type of operations in the retail field. These stores and others of like character 
have more than a significant impact on interstate commerce. They operate 
through an interstate network of numerous officials, and local management exists 
only for the purpose of carrying out the basic policies formulated in the central 
office of the particular company involved. 

These tremendous chain and independent enterprises bear as much relationship 
to the corner retail store as the present high-powered motorcar resembles the horse 
and buggy. In no realistic sense can any of the large retail establishments be 
regarded as anything but the expression and extension of tremendous corporate 
power e erted across State lines, and in many instances, nationally. 

May we point out that Congress should not be misled by the barrage of protests 
from small retail concerns which descended on it in 1938, 1946, 1949, 1955, and 
1956, when similar legislation was under consideration, Typical is the statement 
of Thomas A. Hodgson, chairman of the Minnesota wage and hour exemption 
committee, Minnesota Retail Federation, Inec., representing more than 60,000 
retail stores and other retail and service establishments of that State, to a sub- 
committee of the Senate Committee on Labor and Public Welfare in 1955: “ Bills 
introduced in both Houses indicate a studied attempt to force local businesses 
under Federal regulation and direction. Surely, the Congress ought not to force 
Federal regulations into the affairs of small Main Street stores, * * *,’ 58 

Similarly, the statement of the Northeastern Retail Lumbermen’s Association, 
representing the retail lumber dealers of New York and New England: ‘‘The 
enactment of such a law would further tend to eliminate the small-business man, 
particularly the retail dealer, and turn the business over to large corporations 
which have the capital and organization to carry the burden incident to the 
administration of a business under compulsory coverage.”’ 

And the statement of Russell R. Mueller, managing director, National Retai 
Hardware Association: ‘‘In 1955, the average sales volume for the retail hardware 
stores throughout the United States was $96,500 * * *, The extension of 
coverage under the Fair Labor Standards Act would have serious adverse effects 
upon the retail hardware industry * * *,’? 60 

None of these small businesses would be covered by the bill we support. 

Small retailers often pay higher wages per hour than larger establishments. 
It is the experience of our organization that when a small retailer needs additional 
help, he cannot depend on a minor clerk. He has to hire an all-round man or 
combination salesman, assistant, and stand-in when the owner is not in the store. 
Such an employee has to be paid a wage in keeping with his capabilities, a wage 
which generally is as high or higher than that paid by larger retailers in the same 
locality. His services go far beyond those of a mere order taker, checker, or 
package wrapper in a large retail establishment. Work in the large stores is 
broken down into narrow job specifications, which call for less experience and 
training. It would appear that a substantial number of those earning less than 
a decent minimum are in these larger establishments. 

4 Tbhid. 

Fairchild’s Financial Manual, Textile, op. cit, pp. 31-43. 

6 Thid, 1, pp. 346, 38, 39 

’ Standard & Poor’s, Corporation Records, 1956 

Amending the Fair Labor Standards Act of 1938, hearings before the Subcommittee on Labor of the 

Committee on Labor and Public Welfare, U. S. Senate, 84th Cong., Ist sess., on S. 18 et al., May 6, 1955, 
1 30). 
Cention the Fair Labor Standards Act of 1938, hearings before the Subcommittee on Labor of the 
Committee on Labor and Public Welfare, U. 8S. Senate, 84th Cong., 2d sess., on S. 662 et al., May 9, 1956, 
nD. 636 

ie Thid , May 14, 1956, pp. 291, 292, 
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This startling fact is not only our experience, but is illustrated by several 
recent surveys. In Arizona, for February 1954, the greatest concentration of 
low-wage-rate women employees in the retail industry was, as a rule, not found 
among the smallest stores employing less than 6 employees.*! Another survey 
for New Jersey, in 1954, shows even more startling results. Here the propor- 
tion of men in retail stores with 50 or more employees receiving less than $1 per 
hour was almost the same as that for stores with 25 to 50 employees and those 
with under 5 employees. The proportion of women under $1 an hour in retail 
stores with 50 or more workers was greater by far than these other 2 groups. In 
fact, the stores with less than 5 employees showed smaller proportions of women 
under $1 an hour than any of the larger size groups of retail stores in New Jersey. 
Since almost 40 percent of all retail employees in New Jersey in 1954 were women, 
and a greater proportion of women were in the large stores, the latter figure and 
comparison becomes even more significant. 


V. FEDERAL VERSUS STATE LEGISLATION 


It is obvious that the Federal Government is responsible under the Constitu- 
tion for the protection of the standard of living of employees of retail employers 
whose business activities substantially affect interstate commerce. It is interest- 
ing to note, therefore, the claim that State laws should assume responsibility for 
such protection. 

Such laws do not eliminate the responsibility of the Federal Government to act. 
Uniform minimum wages in the large scale retail industry is necessary not only 
to provide a floor for wages of such employees but to provide equalization of 
competitive opportunities in the industry. Any system of minimum wages and 
maximum hours as shown by the present hodgepodge of State laws ® and orders 
only tends to place a greater burden on commerce than would otherwise exist if 
large type retailers are covered by the FLSA. A majority of the States (26) have 
no protection at all for retail establishment employees; 14 others and the District 
of Columbia apply their laws only to women, or women and minors; 2 other 
States (New Mexico and Minnesota), lack enforcement possibilities because of 
recent court action. 

Of the six States which now provide coverage for all retail employees (New 
York, Massachusetts, Connecticut, Rhode Island, Wyoming, and Idaho), the 
variation in the minimum applicable to retail employees is 68 cents in Massachu- 
setts, 75 cents in Connecticut, to $1 in New York. Here we can see the effect 
of leaving minimum wage regulation of large retailers to the States. An A. & P. 
employee in New York City gets a minimum of $1 an hour, but in the neighboring 
States of Connecticut and Massachusetts, an employee of the same company 
doing the same work can get as low as 75 cents and 68 cents, respectively. Such a 
situation tends to hinder and obstruct commerce between the States. 

In the last 10 years, not a single wage order has been issued in several States 
with minimum wage laws. Only 9 States have rates of 75 cents or more. The 
average weighted rate in the 22 States is 68 cents an hour.®* The more important 
industrial States, such as Michigan, Indiana, Ohio, Pennsylvania do not have any 
effective minimum wage law benefiting retail employees. 

In March 1956, 1,568,000 retail trade employees were subject to State minimum 
wage laws. Less than 20 percent of all retail employees thus received any protec- 
tion whatsoever. Five hundred and ninety-one thousand or over one-third of 
the total of 1,568,000 retail employees covered by State minimum wage legislation 
were in New York State in March 1956. Furthermore, 3 States covered about 
one-half of all retail employees covered by the 23 laws. New York did not apply 
the $1 minimum to all wage areas of the State; in fact a substantial part of the 
employees in retail trade were covered by a minimum of 90 cents an hour. On 
the other hand, Massachusetts, which covered about 208,000 retail employees of 
the 1,568,000, had a minimum wage rate of 68 to 8344 cents an hour for all areas 
in the State. Connecticut with coverage for about 92,000 retail employees pro- 
vides a minimum of 75 cents per hour for all areas of the State. Actually, there- 





61 Staff report to the Subcommittee on Labor of the Committee on Labor and Public Welfare, 84th Cong 
2d sess., on Retail Establishments and the Fair Labor Standards Act (1956), pp. 82-83. 

82 Tbid., pp. 91. 95. 

63 See exhibit I. 

64 New York’s minimum is $1 for most areas and 90 cents for areas with a population under 10,000. The 
minimum rate in Massachusetts is $30 per week The workweek can vary 36 to 44 hours, hence, 68 cents 
per hour. On the basis of a 40-hour week in New York and Massachusetts such employee would get 
respectively $40 and $30 

65 Staff report, op. cit., p. 180. 

% Ibid., op. cit., pp. 176-178 
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fore, there is no State minimum wage law which provides a minimum of $1 an 
hour to cover all retail employees within the State. 

There is no legitimate justification for a variation in the minimum wage by areas 
on a geographical basis, since there is only a slight variation in the estimated annual 
cost of a city worker’s budget. The range of the lowest in March 1955 was less 
than 10 percent of the median cost of such budget and the highest was only about 
5 percent above such median cost.” There is no relation of such costs to geo- 
graphical regions or to the size of the city or town. Smaller towns and cities may 
have as high or higher living costs than larger ones and variations among cities of 
the same size are often greater than those between large and small cities and 
towns.®8 Despite this, minimum wage rates in March 1956 varied from 16 cents 
an hour in Arkansas to $1 in New York. 

The argument of the opponents of H. R. 4791 that fair labor standards legisla- 
tion for the retail industry should be left to the States is really an effort on their 
part to see that large-scale retail operations escape entirely from regulation 
because most of the States do not and will not cover these large retail employers, 
because the coverage under the State law does not cover all their employees, and 
because State laws on the whole provide standards which are far below a decent 
minimum living standard under present conditions. 

They want to continue this situation in order that large mercantile establish- 
ments and national systems of chain stores can still be immune and have an un- 
fair competitive advantage over the small retailer under the present coverage of 
State minimum wage and maximum hour hour laws. 

The intent of the act is to eliminate the unfair competition of sweatshop em- 
ployers and to enable fairminded employers to make a profit. Such would not 
be the case if the situation is left to the States. The history of State minimum 
wage legislation is all together clear in this respect. 


VI, INCREASED PURCHASING POWER 


In 1954, wages paid to emplovees of retail stores with an annual volume of 
sales over $500,000, were $7,246,038,000; or 4.5 percent of the total wages paid in 
all private industry.” 

The Department of Labor has shown that 25 percent of employees of multistate 
retail establishments earned less than $1 in April 1955. In New York for Sep- 
tember 1955, 16.9 percent of retail workers received less than $1 an hour.” In 
Ohio, in March 1955, 45 percent of all employees in retailing earned less than $1 
per hour.”? In April 1954, 40 percent of all women and male minors in retailing 
in lilinois earned less than $1 an hour.” It follows that figures based for ail 
retailing employees in Illinois would be considerably lower than 40 percent be- 
cause ratios of adult males getting $1 or more are much higher than for women 
and male minors. 

In Arizona for February 1954, 58.1 percent of all women employed in retail 
trade earned less than $1 an hour.** In New Jersey, for 1954, about 9.4 percent 
of the men employed and 35.7 percent of the women employed in retail trade 
earned less than $1 per hour.’5 

The surveys in all six States from 1951 through 1955 for retail trade show that 
about 50 percent of all women in retail trade earned less than $1 an hour.” Since 
women constituted 37 percent of the labor force in retailing ” and the proportion 
of men in the 6 surveys getting under $1 was about one-third of the proportion of 


6’ Staff report, op. cit., p. 131 
* Staff report, op. cit., pp. 131-132. See also report of the Senate Committee on Education and Labor on 
8. 1349, 79th Cong., 2d sess.;8. Rept. No. 1012, pt. 2, March 5, 1946, pp. 20-22. This latter report said (p, 20) 
‘From the testimony presented it may be concluded that the cost of living does not vary greatly from one 
geographical area to another although there are some slight variations, Studies made by the Bureau of 
Labor Statistics show that the difference in the cost of living between a city of 100,000 or more and one of 
2,500 persons might he at the most 15 percent and probably not more than 10 percent. It is quite obvious 
from the examination of the data and the testimony that the principal difference between urban areas and 
rural areas or between geographical areas is primarily one of living standards and not of living cost 
U.S. Department of Commerce, Bt wu! of the Census, Bull. R-2-2 op. cit., pp. 2-2; Survey of Cur 
rent Business, July 1956, p. 11; for all private industry, total wages, 1944, 161.2 billion 
taff report, op. cit., p. 9 
7! State of New York, Department of Labor, Division of Research and Statistics, Publication No. B-86, 
p. 41. 
Statf rep rt, op. cit., p. 105. 
Thid mr. 86 


Staff report, op. cit., p. 81. 
75 Thid., np. 93. 
6 Ibid., p. 9. 

Ibid., p. 5 


89327—57—pt. 1——10 
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women under $1 an hour, in 3 surveys,’® the proportion of all retail employees 
receiving less than $1 an hour in 1955 was about 30 percent. This estimate for 
all retail employees compares with 25 percent of all employees of multistate 
establishments estimated for 1955. 

Yet, studies of minimum standards of living necessary to sustain a single 
woman without dependents and wage rates per hour in retailing show that in 
April 1955, between one-third and one-half of all employees in retailing earned 
less than such a minimum standard. The median hourly rate for an employee 
who works 40 hours a week for 40 weeks necessary to provide her with a minimum 
standard of living in April 1955, was $1.44 an hour; or $2,300 a year as shown by 
the median figure of 13 budget studies undertaken by the various States.” These 
figures show beyond any doubt the degree to which hourly wage rates fall below 
the lowest possible standard, as reflected by the needs of a single woman without 
dependents, which takes into consideration standards in large cities and small 
towns. 

It is clear, therefore, that there are hundreds of thousands of employees in 
large scale retailing today who receive substandard hourly wages. These substand- 
ard wages depress purchasing power locally and nationally. Raising the minimum 
level of wages in the large retailing operations would have a beneficial effect on 
retail purchasing power. The additional wages paid by one retail store would be 
spent not only in that store but in other retail stores. At the dollar-an-hour level, 
such money would be spent almost as rapidly as earned for food, clothing, and 
other immediate necessities. 

It is believed that about 2,185,000 retail employees would be newly covered if 
H. R. 4791 should become law.® Of these about 650,000 would benefit by an 
increase of their hourly rate of pay to $1 an hour.*! 

VII. THE EFFECT OF THE BILL ON PRICES AND THE RETAIL INDUSTRY 

The extension of coverage to employees of large retailers as proposed by H. R. 
4791 would not result in any inflation. Secretary of Commerce Weeks in a press 
conference on February 7, 1957, when asked to what extent the act could be 
extended without being inflationary said: ‘‘Not in and of itself.”” That has to 
be looked at ‘‘by itself.” ® Certainly when Secretary Weeks in this same press 
conference expressed his concern about the present inflationary tendency coupled 
with the concern of the White House about the problem and the recommendation 
of Secretary of Labor Mitchell for extension of coverage to large retailers would 
tend to show that this bill would not have an inflationary impact. It would be 
absurd to think that the present administration would recommend new extension 
of coverage to large retailers without considering the noninflationary aspects of 
such proposal, particularly when the administration has made concurrent recom- 
mendations to curb inflation. 

Furthermore, it is a matter of record and history that the hue and ery of in- 
flation was raised in 1938 when the Fair Labor Standards Act was passed, and in 
1949 when the minimum was raised to 75 cents an hour. This bugaboo of in- 
flation is a false one which has no factual foundation. Studies by the Depart- 
ment of Labor and congressional committees show that the increases involved 
greater proportions of employees and a greater proportion of then existing payrolls 
than proposed by H. R. 4791 but there was no evidence of any inflationary results 
caused by these increases in minimum wages. 

In 1946, the Senate Committee on Education and Labor reported: ‘‘The in- 
dustries primarily affected by the proposed increase in the minimum wage are 
those that were affected by the 1938 act. An examination of the effects of the 
National Recovery Administration and of the 1938 Fair Labor Standards Act 
on these industries clearly establishes that, contrary to the dire predictions of 
businessmen and business organizations, there was only @ very small addition to 
the total wage bill of industry. The National Recovery Administration and the 
act did not detrimentally affect profits, production, and prices.” ® 





78 Ibid, pp. 93, 104, State of New York, op. cit., p. 41; Ohio, men 21.3 percent under $1, women 56.4 percent 
under $1; New Jersey, men 9.4 percent under $1, women 35.7 percent under $1; New York, all employee 
16.9 percent under $1, women 31.6 percent under $1. 


77 The actual average hours worked per week in retailing were about 37 and the average number of weeks 
worked was 42 per year in 1954. Staff report, op. cit., p. 11 

% See p. 24, supra, the retail store census for 1954 shows about 2,385,000 employees in stores with over 
$500,000 in annual sales. About 200,000 are already covered by the act; therefore, 2,185,000 would be newly 


covered 
$1 By application of the 30 percent estimate to 2,185,000 employees. 
82 Bureau of National Affairs, Inc., Daily Labor Report, No. 27, February 7, 1957, p. A 
1 in 


Bs. Re Hour al Publie Coutracts 


it. 1012, pt. 2, op. cit., p. 60; { Department of Labor, W age 


Division, Results of the Minimum Wage Increase of 1950 (August 1954) pp. 7, 1 
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In 1949 Congress raised the minimum from 40 to 75 cents an hour for all em- 
ployees then covered. The Department of Labor in 1954 made a special study 
Pe five typic al low-wage industries particularly affected by the 1949 amendments. 
It found: The experiences of the este iblishments studied represent cases of major 
unfavorable adjustments and are believed not to be typical of subject industries 
gent rally. Other firms and industries, unless their problems were not disclosed 
to the Divisions, were either not so substantially affected or else could more easily 
adapt to the effects of the new minimum. Even with as selected a group of firms 
us those surveyed, however, the adverse consequences of the 75-cent require ment 
were on the whole not very substantial.”” * * * 

In addition to labor cost ratios to sales, there are four primary factors in profits 
and profit margins in the retail store industry; these are the movement of margins, 
their a laptability to changing circumstances, productivity and the impact on 
the demand for retail products. The labor cost ratio in 1954 of stores with over 
$500,000 in annual sales was 11.2 percent. A number of branches of retailing 
have had an increasing long-run trend in ‘he relative cost of distribution and in 
other branches margins have shown a tendency to decline. But a declining 
margin does not mean a decline in the ability of an industry to pay higher wages. 
Thus, in the food distribution industry, mass production and sales methods; 
e, g., getting away from a one-price pattern have resulted in a good profit ratio 
despite a declining profit margin.” 

Between 1941 and 1949 payrolls as a percent of sales of limited price variety 
stores increased, while the profit margin on the same basis remained stable.’ 
remembered that these payroll figures represent all types of increases, 
‘ly an increase in the minimum wage. 

Changes in productivity of retail employees are measured by dollar sales per 
employee with the effect of price level changes eliminated. Data seem to show 
that wages can increase to a much greater extent than the increase in productiy ity 
ind vet retailers have made more profits than ever. 

An inerease in the minimum wage for employees of large retailers cannot but 

provide a great potential for increases in productivity in retailing. Fortune 
Magazine made 2 surveys, 1 in 1949 and 1 in 1952 in 5 easte rn industrial States. 
The surveys show that the retail stores most een uously ahead in competition 
were those that ‘had the most enlightened pay and training policies,’”’ % Con- 
versely when wages are low, retail produc tivity ‘per employee is low.*? 
Retail sales aa closely to variations in consumer purch: ising power and 
reneral business activity. They reflect changes in disposal income (income after 
axes) of consumers. This is particularly true of retail chainstore sales. It may 
e said that retail sales are primarily a function of national income.” 

An expert for the Senate Subcommittee on Labor had this to say about the 
oni rfl ationary aspects of a legislative proposal substantially identical to that in 
I. 791. 

“Let us assume that there are no compensatory adjustment at all, in other 
words, let us assume that profits are so low that there are no compensatory mar- 
gins; second that not even the increase in productivity prevailing during the last 
few years is fortheoming. We assume thirdly that, there is no way of increasing 
productivity; fourth, that there will not be any developments such as the increase 
in payroll ratios without an increase in the gross margin—as was the case for 
limited-price variety stores. We assume that none of these things will happen 
and we assume furthermore that a $1 minimum wage be applied to retail trade as 
a whole. I do not know anybody in Congress who proposes that retailing as a 
whole be covered, but is necessary to make the forthcoming estimate in the 
assumptive that retailing as a whole be covered. 

“On the basis of this very hypothetical assumption, the maximum impact of a 
$1 minimum would be an increase of less than one-half of 1 percent of the price 
of retail goods, if the minimum wage for all of retailing is to be set at a dollar an 


soos 


n 
| 


‘““Phis figure meets the argument that a terrible inflation will result from pay- 
ing people wages such that a single woman without dependents can live on a 
4 


minimum standard of living.” ” 


cit., pp. 9-2. 2-3 


‘U.S. Department of Commerce, Bull. R 2- ya 
Staff report, op. cit., p. 139. The retail margin is on the difference between total sales and the cost of 





oods sold 
*€ Staff report, op. cit., pp. 163-164. 
Staff report, op. cit., pp. 152, 154. 


‘*s Staff report, op cit., p. 169. 
Ibid, p. 165 
© Ibid, pp. 26-27 
Hearings on 8. 662 et al., op cit., p. 256. 
Amending the Fair Labor Standards Act of 1938, hearings on S.'662, et al, op. cit., pp. 256-257. 
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He said it would result in a 3.8 percent direct increase in the wage bill for the 
entire retail industry.™ and 1.2 percent in indirect increases, or a total of 5 per- 
cent. Since in 1954, the wage bill for retailing with sales over $500,000 was 
$7,246,038,000," the increase in the wage bill would have been $362,302,000 if 
H. R. 4791 had been law in 1954. 

There is no evidence that any significant number of retailing firms would have 
to go out of business because of inability to pay a $1 minimum without substan- 
tially reducing profits. ‘Quite to the contrary, data presented * * * have shown 
that the largest and strongest firms are among the low-wage firms. The marginal 
firm in terms of profits will not be directly affected by the proposed extension of 
coverage to retail trade.’’ ™ 

The best indication of the ability to pay of these large retailers is shown by the 
latest figures in their net incomes. 

Insofar as ability to pay is concerned, the National City Bank of New York 
in its Monthly Letter for April 1956 stated that 25 of the largest grocery-chain 
companies reported a total net income of over $94.5 million in 1955 or nearly 11 
percent above the 1954 level. 

Moreover, the 54 largest variety-chain companies reported total net income of 
over $144 million, a 29-percent gain over 1954. In addition, total net income of 
49 department and specialty stores in 1955 moved forward better than 16 percent 
to $176 million. 

In fact, the Nation’s 20 biggest retailers had a notably successful year in 1955. 
In its June 9, 1956, issue, Business Week points to a “‘long list of pulses”’ as telling 
this “‘important storv for the big retailers.” 

Business Week points out: “Every company among the top 20 scored an in- 
crease in sales. All but two pulled up their profits. 

‘Prosperity and expansion were the keywords for the improved sales picture. 
Thus, a May Department Stores Co. officiak noted that the average sales slip was 
up last year. And, especially in the food field, expansion was the order of the 
day.” 

Growth by acquisition, as was pointed out previously, continued unabated, 
bringing one newcomer to the list—Winn-Dixie Stores, of Jacksonville, Fla. 
New purchases and mergers also explained Colonial Stores’ jump from 20th 
place in 1954 to 16th in 1955 

A blance at the Business Week table given below shows that in most instances 
profit gains are substantial when compared with sales increases. 


The 20 bigge st retailers: The 1955 score 


[Figures in fiseal year in thousands of dollars 






Sales Profits 
Percent Percent 
1955 change trom 1955 change from 
1954 1954 
1. Great Atlantic & Pacific Tea Co $4, 400, 000 +6. 3 2) 2) 
2. Sears, Roebuck ), R2E +11. 5 $158, 767 +12 
3. Safeway Stores . 243 t D 13, 622 e 
4. J.C. Penney ORS 10,2 46, 140 ee 
5. Kroger- 475 10. { 14, 368 =o. 7 





6. Montgomery Ward +9. 3 35, 441 +). 6 
7. F. W. Woolworth 6.4 34, 15 26.7 
8. American Stores +48 8 33: IR. 8 
9. Allied Stores 7. 13, 972 

10. National Tea + 1¢ 7, 237 11.0 
11. Federated Department Stores +7.4 22. O64 6 
12. May Department Stores il 19, 547 15.0 
13. First National Stores +t 8, O71 l 
14. Food Fair Stores 475, 000 l 38, 500 1 
15. Winn-Dixie Stores 415, 000 +15. 7 eee 

16. R. H. Macy $89, 573 +8, 5 6, 302 16. 4 
17. Colonia! Stores 380, 009 +-9. 1 5, 459 +-15.9 
18. S. S. Kresge 554, 651 + 5. { 13, 883 12.6 
19. W. T. Grant- 351, 849 +10.9 9, 710 10.9 
20. Gimbel Bros__. 325, 025 +12.1 6, 703 +30. 6 

1 Business Week estimate. 


2 Not available. 
Company estimate. 





8 Ibid., p. 259. 
* U.S. Department of Commerce, Bureau of the Census, Bull. R-2-2, op. cit., pp. 2-2, 2-3, 
% Staff report, op. cit., p. 171. 
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VIII. OVERTIME IN THE RETAIL INDUSTRY 


Average weekly hours of work in the retailing industry in 1956 were 38.5 hours. 
These figures have no meaning without some consideration of part-time work in the 
industry.” In retailing, part-time employment is considerable. In May—July 
1950, the United States Department of Labor made a survey of scheduled working 
hours of department and women’s ready-to-wear stores in 17 large cities which 
showed that, in virtually all cities except Boston, most or all of the stores had a 
schedule of 40 hours a week for full-time employees. Almost two-thirds of these 
stores in Boston reported scheduled hours from 36% to 39 hours per week. A 
5-day week was typical in the industry. 

A study of hours worked by all retail employees in retail trade in New York for 
September 1955 shows a median of 40 hours per week, including part-time workers; 
38 percent worked more than 40 hours. Stores constituting 80 percent of all 
stores and employing 53 percent of all retail workers had no overtime policy or 
had no salesclerks; of the other 20 percent, employing 47 percent of all retail 
employees, 83 percent paid a premium rate for overtime, usually at time and a 
half after 40 hours.” 

In Maine, 41.7 percent of all women in retail trade for 1952 worked over 40 
hours, and 31.1 percent of department-store women employees also worked over 
40 hours.! 

In Arizona, for February 1954, the median workweek for all women in retail 
trade was 41 hours. About 23 percent worked 40 to 44 hours and 32 percent 
worked over 44 hours.2. When the median wages of women in Arizona for Febru- 
ary 1954 are correlated to their hours of work,’ it can be seen that overtime pay 
(time and one-half for hours in excess of 40) would have a negligible effect on the 
overall wage bill for retail trade in Arizona in February 1954, if all retail establish- 
ments regardless of size are considered. 

In Illinois, weekly hours of women and male minors in retail trade for April 
1954 averaged 35.9 hours, one-fourth of whom were part-time employees.‘ 

Median hours of full-time employees in retail stores in New Jersey in 1954 of 
men were 45.6 hours per week and of women 40 hours per week; 74 percent of the 
men and less than one-third of the women worked over 40 hours per week.5 

It should be noted that about 28 percent of the retail firms employing over 40 
percent of the employees in New Jersey in 1954 paid time and one-half the regular 
rate for overtime hours.® 

In March 1955, 30.2 percent of the full-time women in retail trade in Ohio 
worked over 40 hours, and 59.2 percent of full-time men in the industry worked 
over 40 hours.? About one-sixth of the firms reporting paid time and one-half 
for overtime. 

It should be noted that the foregoing figures on overtime work in the various 
State surveys include stores of all sizes and do not show separately the overtime 
worked in stores with annual sales of over $500,000. The few surveys available 
show that there is little or no overtime in the larger stores which would be covered 
by the bill. Furthermore, these figures do not show the relation of wages paid 
for such overtime to the total-hours-worked wage bill of these stores. When 
wages are correlated with overtime work in the retail industry, overtime pay 
even at time and one-half for hours in excess of 40 would be negligible. Therefore, 
these factors must he considered in estimating the effect of overtime payments 
as proposed by H. R. 1791. 


IX. PART-TIME EMPLOYMENT IN RETAILING 


Of the total number of 5,527,174 employees in retail establishments which 
operated throughout 1954, 1,057,121 were employed less than a full workweek.® 
% U.S. Department of Labor, Bureau of Labor Statistics, furnished this figure. 
’ Staff report, ov. cit., p. 51. 
% Tbid, pp. 66, 67. 
% State of New York, op. cit., pp. 11-12, 
Ibid., p. 77 
2 Ibid., pp. 83-85. 
Ibid., p. 85. 
4 Staff report, op. cit., p. 90. 
5 Ibid., p. 96 
6 Ibid., p. 99 
? Staff report, op. cit., p. 105. 
* Ibid., p. 106; see also pp. 117-118 for a summary of hours worked in these States. 
* Department of Commerce, Bureau of the Census, Bulletin R-2-2, 1954, Census of Business, Retail 
Trade Sales Size, pp. 2-2, 2-8. The figures are for the workweek nearest November 15, 1954. The total 
number who worked a full workweek was 4,470,053. 
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With respect to these establishments which had sales in excess of $500,000 in 
1954, the total number of employees was 2,384,919 and the number who worked 
less than a full workweek was 443,874. 

In retailing, part-time employment is a normal phenomenon. As we examine 
detailed State data thereon, the degree of part-time employment in retail trade 
becomes quite pronounced. In New York State for September 1955, of 601,300 
retail workers, 23.5 percent were on a workweek of 35 hours a week or less,!! 
and about 10 percent worked 16 hours or less. 

In Maine for 1952, 11.7 percent of all women employees in retail stores worked 
16 hours or less; 25 percent worked 32 hours and less.” In Arizona for February 
1954, 10 percent of the women workers in retail trade worked 16 hours or less 
and about 24 percent worked 32 hours or less.’ In Illinois for April 1954 about 
one-fourth of all women and male minor retail employees worked part time." 

In New Jersey for July 1954, 1.1 percent of the 5,231 full-time male employees 
worked less than 16 hours, and 4 percent less than 32 hours. Of the 2,764 full- 
time women workers in retail trade, 2.1 percent worked less than 16 hours per 
week and 8 percent worked less than 32 hours. There were 677 men and 892 
women employed part time by retail firms. They averaged 17.5 hours for men, 
and 19.5 hours for women. Almost 70 percent worked less than 24 hours per 
week.15 

In Ohio for March 1955, women were 67.2 percent of all employees in retail 
trade. Male minors were 5 percent of the total. Almost 80 percent of the male 
minors were employed part time, mostly in apparel, food, and drugstores." 
Three-fourths of the retail employees were full-time workers, and one-fourth of 
the employees were employed on a part-time basis. The average was about 17 
hours per part-time worker per week and about two-thirds of all part-time em- 
ployees worked less than 24 hours per week. About 75 percent of all men and 
women employed part time in retail trade worked less than 24 hours per week." 

It is most significant to note that one-fourth of the working force in the retail 
industry nationally, is on a part-time basis. 





10 Tbid. 

1! State of New York, op. cit., p. 12, 

12 Staff report, op. cit., p. 77 

18 Ibid., pp. 83, 84. 

4 Thid., p. 90. 

16 Ibid., p. 96. 

16 Staff report, op. cit., p. 103. 

17 Ibid., pp. 105-106. It should be noted that 4.1 percent of all full-time men in retailing and 6.4 percent 
of the women worked under 32 hours a week. 
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EXHIBIT 1 


State minimum-wage laws and orders applying to retail trade by State, February 1957 





Year | 
Minimum present | Type of employees subject to 
States with minimum hourly rates of— hourly rate | rate | rate 2 
| (cents) ! | estab- 
| | lished 
85 cents to $1 (for all areas of the State): | 
New Jersey. 3 $0. 85-$1 1956 Women and minors. 
New York .90- 1] 1957 All persons. 
Nevada..-- .874% | 1955 | Females, 18 years and over. 
Rhode Island . 90 1956 All persons. 
50 cents or more and up to 85 cents for all areas 
of the State: 
Arizona 55 1954 Females. 
California 75 1952 Women and minors. 
Colorado . 60-. 70-. 80 1956 Do. 
Connecticut. -- .75 1951 All persons. 
Idaho .75 1955 Do. 
Massachusetts 4, 68-. 83 1954 | Do. 
Minnesota . 70-. 75-.85 | 1957 | Women and minors. 
New Hampshire . 15 1955 All persons, 18 years and over. 
New Mexico §___-- ; .75 | 1955 All persons.§ 
North Dakota_- . 58-. 65 Women and minors, 
Oregon... .70 Do. 
Utah..- 66-. 74-. 77-. 80 | Do. 
Washington___- . 65 | Do. 
Wyoming 75 All persons, 18 years and over 
District of Columbia 7, 75-. 83 Women and minors. 
Less than 50 cents (for any 1 area of the State): 
Arkansas. - . -16 | 81915 | Females. 
Kentucky --- . 40-. 45-. 50 1947. | Women and minors, 
South Dakota-.-.-- ‘ . 22-. 28 1943 | Females. 
Wisconsin .- . 88-. 40-. 45 1947. | Women and minors. 


1 Several rates given for a State are variations according to location, unless otherwise noted. Rates are 
for experienced workers. Not all the hourly rates given in the table are actually found in State laws and 
orders; some are computed from weekly or daily rates specified in State laws and orders. 

2 Some States define a minor as any person under 21, others as any person under 18. 

3 An order restraining the New Jersey Commissioner of Labor and Industry from enforcing order No. 11 
(made mandatory Oct. 9, 1956), was issued by the New Jersey Superior Court, Appellate Division. 

4 $30, for workweek of 36 to 44 hours. 

5 Law held unconstitutional pending appeal. 

6 Employed by employers of 4 or more. 

7 $30, for workweek of 36 to 40 hours. 

8 Wage fixed in 1915 law was $1.25 for a 9-hour day. A 1943 amendment made the rate applicable to an 
8-hour day. 


Source: U. S. Department of Labor: Wage and Hour and Public Contracts Divisions and Women’s 
Bureau, 





EXHIBIT 2 
Annual average sales per unit, 1945-565 (grocery) 


1. First National Stores, Inc., more than quadrupled, with an increase of 428 
percent; store volume sales rising from $127,042 to $670,411. 

2. Nationa] Tea Co. also quadrupled by a 413 percent increase, with sales per 
store rising from $142,682 to $731,787. 

3. Kroger Co. chalked up a 294 percent increase; nearly tripling in its rise from 
$167,521 to $660,723. 

4, Safeway Stores Co. more than doubled with a 229 percent rise, moving from 
$266,032 to $874,900, 


Source: Standard & Poor’s. 
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a Or L_fA 
Expansion and acquisitions, 1954-56 (grocery) 


1. Winn-Dixie Stores, Inc., of Jacksonville, Fla., operating 390 units in 8 States, 
purchased 3 smaller chains involving 166 retail units. 

2. Kroger Co., of Cincinnati, Ohio, operating 1,600 units in 21 States, purchased 
4 smaller chains involving 86 retail units. 

3. Colonial Stores, Inc., Atlanta, Ga., operating 432 retail units in 11 States, 
purchased 2 smaller chains involving 80 retail units. 

4. National Tea Co., of Chicago, operating 744 units in 12 States, purchased 
2 smaller chains involving 48 retail units. 

5. Grand Union Co., of New Jersey, operating 325 units in 6 States, the District 
of Columbia, and Ontario, Canada, purchased 2 smaller chains involving 12 retail 
units. 


Source: Standard & Poor’s. 
Annual average sales per unit, 1945-55 (variety) 


1. J. J. Newberry Co. store volume jumped 83 percent, increasing from $206,696 
to $377,639. 

2. W. T. Grant Co. stores realized an increase in annual average sales of 65 
percent, dollar volume rising from $369,481 to $609,918. 

3. S. S. Kresge store volume increased 55 percent, rising from $316,672 to 
$489,730. 

4. F. W. Woolworth Co. store sales increased 54 percent, rising from $242,078 
to $371,986. 

5. McClellan Stores Co. reported a 34 percent average increase, with volume 
rising from $193,311 to $259,209. 

6. G. C. Murphy Co., a 33 percent gain, volume going from $458,877 to 
$611,318. 

7. S. H. Kress & Co. stores experience a 24 percent gain, rising from $516,553 
to $641,730. 


Source: Standard & Poor’s. 


- 


Expansion and growth, 1945-5 


5 (variety) 

1. G. C. Murphy Co., operating in 12 States and the District of Columbia, 
mushroomed from 209 to 298, a gain of 89. 

2. W. T. Grant Co., operating in 40 States, expanded from 490 to 520 outlets, 
up 30. 

3. F. W. Woolworth Co., operating in 48 States and the District of Columbia, 
took a short step forward, from 1,971 to 2,021, up 30. 

4. 8. H. Kress & Co., operating in 29 States and Hawaii, moved up from 244 to 
264, a gain of 20. 

5. Neisner Bros., Inc., operating in 18 ‘States and the District of Columbia, 
took a long step from 112 to 132, up 20. 

6. McCrory Stores Corp., operating in 22 States and the District of Columbia, 
marched ahead from 199 to 209, up 10. 
7. McClellan Stores Co., operating in 29 States, moved from 225 to 234, up 9. 
Source: Standard & Poor’s. 


; 


Expansion and growth, 1946-56 (specialty stores) 


1, Diana Stores Corp., operating in 25 States jumped from 45 to 167, up 122. 

2. Miller-Wohl Co., operating in 23 States, more than double from 65 to 134, 
up 69. 

3. Grayson-Robinson Stores, Inc., operating in 20 States, almost tripled from 
27 to 72, up 45. 

4. Lerner Stores Corp., operating in 42 States and the District of Columbia, 
rose from 179 to 224, up 45. 

5. Bond Stores, Inc., operating in 21 States and the District of Columbia, 
expanded outlets from 59 to 81, up 22. 


Source: Standard & Poor’s. 
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Exuisitr 3 
Profit raiio up at 22 big store independents 


Following the same general pattern of other retail categories, a group of 22 
independent department stores and their branches generally recorded good im- 
provement in 1955. 

After taxes, the group earned 2.9 cents on each dollar of sales of their combined 
1955 sales volume, as compared with 2.7 cents in 1954. 

Before provision for income taxes, earnings were equal to 6.1 cents per sales 
dollar, as against 5.6 cents a year earlier.! 

Including sales of leased departments, aggregate dollar sales for the 22 firms 
amounted to $1,158,017,000. ‘This is a 5.1 percent increase over the 1954 total 
of $1,101,324,000. 

After taxes, combined net earnings totaled $34,033,000, or 13.9 percent higher 
than a year earlier when the figure was $29,870,000. Before taxes, and in some 
cases special items, profits had been 15 percent higher, totaling $70,473,000, 
compared with $61,264,000. 

The 22 companies forked over a total of $36,537,000 in income taxes last year. 
This total was 17.3 percent greater than in 1954 when $31,148,000 was provided. 

Total merchandise inventories. including merchandise in transit, amounted to 
$157,418,000 against $143,473.000, an increase of 9.7 percent. 

Eighteen of the companies had higher sales than in 1954, with 17 posting new 
record highs in volume. The four companies in the table below having smaller 
sales were Mandel Bros., Marshall Field, Namm-Loeser, and Raphael Weill. 

In the case of Marshall Field, however, the 1955 total compared with a 13- 
month period in 1954, because of a change in the fiscal vear. On a 12-month 
actual basis, the company said its sales were 5 percent greater. Crowley, Milner 
sales, while higher than in 1954, were not a peak. 

In the profit picture, 16 of the firms posted higher net earnings than in 1954. 
One had a profit last year, as contrasted with a 1954 loss, and five showed smaller 
figures. Among the declines, Ed Schuster’s drop was due to certain circumstances 
in 1954 (see footnote 6 in table, p. 126). 

Annual reports signed by top officials noted, in some instances, that increased 
sales refiected in part the addition of new branch stores. The higher profits were 
due partly to the larger sales volume, a better control of expenses with a main- 
tenance of gross-profit margins. 

In a number of the cases where the vear’s net profit was lower, it was explained 
that this was due to extraordinary high nonrecurring expenses in connection with 
the opening of new branches. Modernization of stores continued throughout 
the vear and will continue this year. Further expansion through opening of 
branches in suburban shopping centers is also scheduled for this year. 





1 According to Fairchild Publications, Inc., a department store achieving a ratio of net profits before 
taxes to sales of 5 percent may indicate excellent performance. 


Source: Women’s Wear Daily, May 31, 1956, pp. 1 and 56. 
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Sales (in thousands of Net profit (in 
dollars Pereent| thousands of Percent change 
Company change| —_ dollar 


1955 1954 1955 1954 1955 1954 











Ayres, L. 8 : { 44, 251 +6. 2 1, 307 1,051 2.8 2.4 
Bullock’s 12 123, 103 +5.2 5, 306 4, 647 4.1 3.8 
Carson Pirie 8 81, 926 +-6.8 1,127 968 1.3 1.2 
Crowley, Milner 26, 736 24, O84 +11.0 340 1S 1.3 8 
Emporium Capwell ! 7 76, 506 +4.4 4,025 3, 402 5.0 4.4 
The Fair 4 39, 110 +-7.8 459 207 11 5 
Forbes & Wallace l 12, 154 5 2 t 212 6 7 
Halle Bros.” : 46, 545 +7. 1 1, 204 951 2 { 2.0 
Joseph Horne 3, 500 12.6 1,040 628 | 1,2 
Mandel Bros 2 32, 167 1.9 23 8 346 l 
Marshall Field 4__- 201, 257 206, 309 2.4 7,41 6, 534 3.7 3.2 
Meier & Frank : 47, 607 44, 209 7.7 1, 38 1, 31 2.9 3.0 
Miller & Rhoads 28, 852 26, 281 t9.8 1, 062 821 3.7 3.1 
Namm Loesers 16, 066 16, 257 3 16 11 l l 
Outlet Co 16, 139 15, 657 +-3.1 813 824 0 5.3 
Penn Traffic_-.. 10, 512 9, 392 +11.9 392 223 3.7 2.4 
Rich’s, Inc... 73, 845 65, 834 +-12.2 2, 162 2, 466 2.9 3.7 
Rike-Kumler 45, 237 41, 609 +8.7 1,749 1, 604 3.9 3.9 
Ed. Schuster 43, 363 $2, 389 2.3 1,154 | 61,459 2.7 3.4 
Stix, Baer & Fuller-- 55, 843 50,005 | +11.7 1, 607 1, 694 2.9 3.4 
Thalhimer’s : 32, 264 30, 038 +7.4 R50 RS 2.6 2.9 
Raphael Weill ak 19, 90 19, 998 —.5 185 27 9 6 
Total 1, 158,017 1, 101, 324 +5.1 | 34,033 | 29,870 2.9 2.7 


1 Emporium Capwell’s profit figures include a special charge of $509,700 for 1954 for certain estimated 
expenses which was reversed in part resulti: credit of $115,500 for 1955 

2 Halle Bros. 1955 profit is after a tax cre 59, adjustment of prior years’ taxes, and the 1954 profit 
includes a nonrecurring item of $112,748 being proceeds of life insurance 

3 Loss 

4 Marshal] Field 1955 figures cover 12 months, as against a 13-month period in 1954 due to a change in the 
year. Company said the latest 12 months’ sales were 5 percent greater than the same 12 months a year 
previous 

5 Outlet Co. 1954 profit is after a hurricane flood loss of $494,629, 

6 Schuster’s 1954 profit (adjusted) is earnir ind special items ir 2,724 proceeds of executive 
life insurance, Report notes that earnings from operations totaled $1,154,3 n 1955 versus $956,041 in 1954, 








Source: Women’s Wear Daily, May 31, 1956, p. 56 


1955 profi ratio up at 11 variety store chains 
A group of 11 variety store chains earned in 1955, after taxes, 4 cents on each 

dollar of sales of their combined volume, a compilation by Fairchild News Service 

shows. This compares with 3.6 cents on each sales dollar in 1954 

Before taxes (Federal, State, and foreign), the combined profit was equal to 


7.6 cents, as against 6.9 cents on each dollar of sales in 1954. 






Total sales for the chains rose 5.3 percent over 1954, while net profit was 17.3 
percent higher. Pretax earnings showed a 15.2 percent gain over the previous 


vear. 
Combined volume last vear was $2,069,320,000, compared with $1,965,013,000. 
Individual increases ranged from 1.2 percent to as much as 13.7 percent. Kress 


showed the onlv decline, due in part to a loss of volume at some of its largest units 


that were enlarged or renovated in the vear 
4 


With the exception of McLellan Stores, all the chains showing gains had record 
annual sales. 

After taxes. total net profit for the group amounted to $82,953,000. This com- 
pared with $70,688.000 in 1954 Ten of chains posted higher net earnings. 


Before deducting income taxes, profit was 53157,019,000, as against $136,250,000 
a vear ¢ irlier 

The 11 chains shelled out a total of 874,066,000 in income taxes. This is 13 
percent higher than the 1954 total of $65,563,000 

Aggregate merchandise inventories, including merchandise in transit, was 13.9 
percent larger tl} in 1954, totaling $344,953,000, against $302,966,000. 

At the end of 


uarv 31 fiscal vears, al] others on ca 





respective vears (Green and McLellan Stores are on Jan- 
j vears), the group operated a total of 


units a year earlier. Woolworth had 





4.772 stores. This compares wit! 
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9 064 units in its chain, against 2,021 in 1954. Of the remaining chains, 2 were 
unchanged, 5 had more units, and 3 had less, than a vear earlier. 

In a number of instances, there were changes made in the 1954 profits figures 
which appear in the table below. These revisions were made because of the 
repeal of certain provisions of the 1954 Internal Revenue Code. 


EXPANSION PROGRAMS 


\ggressive expansion and modernization programs were carried out last year 
by most of the chains, according to comments of top officers in the annual reports, 
Many new units were opened in shopping centers. But perhaps the most con- 
sistent occurrence among the chains was the increase in self-service units. Many 
of the new stores opened featured self-service and many of the units which were 
modernized or renovated were converted to this feature. 

rhe following table shows comparisons of sales, profits, and ratio of net profit to 


sales for 1955 versus 1954. 











Sales (in thousands of Net profit (in Percent net 
| dollars) thousands of profit to sales 
| | Percent dollars 
Company gS ‘ change es 
| 1955 1954 | 1955 1954 | 1955 1954 
Fishn 14, 870 13, O85 13.7 392 3.2 3.0 
Green 111, 725 108, 524 +2.9 3, 57$ 3.3 3.3 
kresee 354, 651 337, 914 +5. 0 12, 333 3.9 6 
Kress 167, 896 169, 417 0.9 8, 346 | 4 4.9 
MeCror. 109, 705 103,856 | +-5.6 3. 056 0 3.0 
McLellan 61, 408 | +1.2 1, 813 2.9 3.0 
Mur} 196, 423 ‘ +7.8 7, 418 | 4.4 4.1 
N eisne 68, 829 64, 971 +-6. 0 1,113 1.9 1.7 
New berry 190, 690 +-6, 1 4, 884 3.1 aie 
Rose 25, 344 23,349 | +8.6 | 796 3.7 3.4 
W oolwortl 767, 779 721, 313 +6.4 ] ¢ 26, 948 4.4 3.7 
Total “ : 7 2, 069, 320 1, 965, 013 +-5.3 | 82,953 | 70, 688 4.0 | 3.6 
MeCrory 1955 net profit was after nonrecurring expenses of $358,343 in closing of a store location. 
W oolworth’s 1954 net profit is after 2 nonrecurring items: A net tax refund of $1,845,449, and a net de- 


duction from income after taxes of $3,186,792 covering accrued expense items. 


Source Vomen’s Wear Daily, Apr. 6, 1956, pp. 1 and 6, 
Top department store chains show sales and profit—Gains for 1955 


Aggressive branch store expansion, acquisition of new units and modernization 
of existing stores contributed substantially to improved 1955 results for major 
department store chains. 

\ survey by Fairchild News Service of 18 department store chains shows that 
all had higher sales than in 1954, with 15 of the companies recording record 
volume. Gains ranged from 1.1 percent to as much as 23 percent. 

Sixteen of the chaims registered increases in net profit. One would have had 
higher profits (see Kobacker footnote at end of table) and one company had a loss. 
Other highlights of the group’s combined results (1955 versus 1954) include: 

Ratio of net earnings after taxes to sales increased to 3 percent from 2.9 
percent. 
tatio of profit before taxes to sales was 6.2 percent, against 6 percent. 
Aggregate net sales increased 9.1 percent to $5,071,504,000 from 
$4,648,706,000. 
Potal net profits after taxes amounted to $149,949,000, or 10.6 percent 
ad of the 1954 total of $135,634,000. 


Before provision for income taxes, profit had been $313,994,000, against 
$277,659,000, a gain of 13.1 percent. 


Aggregate Federal and State income taxes were 14.5 percent higher than 

in 1954, totaling $162,579,000, compared with $142,038,000. 
Merchandise inventories, including merchandise in transit, amounted to 
$702,010,000, or 18.5 percent higher than the $592,179,000 total a year earlier, 
Interstate Department Stores, National Department Stores, and Wieboldt’s 
were the three chains not recording peak sales. Interstate, however, said its 
sales of owned departments were at peak levels, but leased department sales 

declined, 
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Officials, in their remarks to shareholders, noted in many instances, that sales 
gains resulted in part from added units. Allied Stores, for example, noted that 
if sales of stores not owned at all times were excluded, the sales increase would 
have been 5.1 percent, instead of 7 percent. Associated’s 23 percent sales in- 
crease reflected in part the acquisition last July of J. W. Robinson Co. of Los 
Angeles 

B roadw: iv-Hale Stores, City Stores, Federated, and W. T. Grant posted record 
net earnings as well as peak sales. Hecht’s pretax profits were at a record 

Factors contributing to the higher net profits, according to comments in the 
annual reports, were: The increase in dollar sales, increase in number of sales 
transactions, higher average sales resulting from the purchase of better grade 
merchandise, and reduced - nses. 

On the other side of the ledger, heavy preopening expenses from additional 
branch stores had to be absorbed last year 

As had been the case in the last few years, officials in the 1955 reports made 
considerable mention of their expansion programs. New branches were completed 
by many of the chains mostly in suburban shopping centers. 





Modernization and Semana of certain downtown units continued. The 
stores also discussed leases and sites where additional branches are to be con- 
structed, many of which will take place within this vear as well as in 1957. 

Sales (in thousands of Net profit (in Perce 
dollars Per- thousands of p al 
Co ce i 
ch ‘ 
1955 1954 1955 1954 1955 1954 
Allied Stores. < ‘ 581, 901 543, 984 +7.0 | 13,972 | 13, 231 2.4 2.4 
Associated Dry Goods én 189, 864 154, 366 +-23. 0 5, 698 4,848 3.0 3.1 
Broadway-Hale-.--- ee 112, 095 104, 91¢ +6.8 2,740 2, 305 2.4 2.2 
City Stores... =" . 251, 882 241, 755 +4. 1 5, 994 5, 422 2.3 2.2 
Federated sedis : 537, 722 500, 556 +7.4 | 22,064 | 19,092 4.1 3.8 
Seg WE 2k avenge tense 351, 849 317, 157 10.9 1,710 8, 75 2.8 2.8 
Gimbel Bros-_-_-_.-_-- : = . 325, 025 289, 965 +12. 1 6, 703 5, 134 2. 1 1.8 
Goldblatt = é 106, 640 103, 445 13 ( 1.007 1a ) ) 
8 = ‘ 113, 24 105, 717 7.1 3, 611 2, 953 3. 2 2.8 
Interstate_.___- - js 66, 359 62, 903 +5. 5 1, 361 1,079 2. 1 1.7 
Kobacker - ag eae 33, 846 30, 762 | +10.0 823 826 2.4 Ze 
Macy, R. H- 389. 573 359, 049 +25 |36, 302 5 414 1.6 1 
May Department ; 494, 366 444, 371 +11.0 | 19,457 | 16, 996 3.9 3.8 
Mercantile_-_- 138, 786 130, 366 +6. 5 3, 917 3, 551 2.3 2.7 
National Department 65, 203 62, 825 +3.8 | 41, 237 4129 
Penney - - z 1, 220, 085 1, 107, 157 +10. 2 46, 140 43,617 3.8 1.9 
Western Dep artment.-_.. 34, 797 31, 858 +9. 2 1,194 1, 091 3.4 3.4 
Wieboldt_...._- iii a 58, 266 57, 560 +1. 1 583 540 1.0 .Y 
I . 5», 071, 504 4, 648, 70) 9.1 |149, 949 (135, 634 3.0 2.9 
1 Grant’s 1954 profit is after a net refund of $145,751 of Federal income taxes for prior years 
2 Kobacker’s report said the 1955 profit would have been about $191,864 higher than in 1954 if the adjust- 
ments from the retroactive repeals of certain provisions of the Internal Revenue Code (charge to surplus) 


were applied to 1954 
3 Macy’s 1955 net earnings do not include a capital profit of $1,285,604 from the sale of investment in General 








Teleradio, Inc. The M acy figures are for the 52 weeks ended Jan. 28, 1956, versus the 52 weeks ended Jan 
29, 1955. The firm’s fiscal year ends July 29 
4 Loss The 1955 loss includes a loss on cancellation of leases, flood dama nd sales of net int nount 
of $597,763. The 1954 loss is after a net tax credit of $1 
Wieboldt’s 1955 profit is before a special credit of $139,415 representing adjustments of property account 


from Internal Revenue examinations 


Mr. Ketitey. Mr. Landrum, do you have any questions? 

Mr. Lanprum. Mr. Suffridge, do vou recall how many employees, 
new employees, would be covered under the recommendation of 
Secretary Mitchell that we draw the line at $1 million sales? 

Mr. SurrripGe. No. 

First, I do not recall the coverage that he stated. However, Lh 

Mitchell backed into the situation by injecting a new yardstick that 
personally [ had never heard of before in connection with this i us- 
sion, where he proposes that the determination be made, if | am not 
mistaken, on the firms that receive $1 million worth of products 
directly across State lines, and also must have 100 employees. 
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Mr. Lanprum. Your $500,000 figure is just a gross sales figure 
regardless of where the product sold comes from, whether it comes 
across State lines or not. Is that correct? 

Mr. SurrripGce. It is because previous discussions and previous 
studies hs ave show n that in other vardsticks used it can be pretty well 
assumed that $500,000 volume will bring an enterprise into commerce. 

Mr. Lanprum. You mean by that an enterprise having a gross 
sales product of $500,000 woule | be bringing in, to use Mr. Mitchell’s 
term, a substantis il amount of flow from ‘outside the State, goods flow- 
ing in from outside the State? 

Mr. Surrriper. Well, in all other laws we are brought under them 
because establishments of that kind are adjudged to affect commerce. 
We think it should work two ways. 

Mr. Lanprum. You say this criterion that you suggest would bring 
under it about 670,000 employees who are presently not covered. 
Is that correct? 

Mr. SurrripGe. No. 

We believe that it would bring in about 650,000 people that would 
be affected by getting a raise. We believe that it would cover about 
2,185,000. 

Mr. L ores um. Let us have an explanation of those figures, if you 
would. Say that again. I did not get that. 

Mr. SurrrimaGe. | will make the head of our research department 
available here to you to answer questions. 

But in our research because of the present salaries and wages re- 
ceived by people in retailing, it is our thought and belief from research 
that probably all of them except about 650,000 are now receiving the 
$1 minimum. 

Would you like to have further clarification? I believe maybe Mr. 
Bennison can pretty well tell the source of this. 

Mr. BENNISON. Our computation, sir, is based on an estimate pre- 
sented in a report, a staff report for the Senate Labor Subcommittee 
last year, by Dr. Fred Blum. 

Of the employees who were estimated getting beneath a dollar an 
hour, he cited about 30 percent at that time. 

Just speaking personally from my own observation, I would say 
that that percentage would be less today. 

Even Secretary Mitchell, in a report published only yesterday— 
March 6—in Women’s Wear Daily, is reported to have made this 
statement: 

Mr. Mitchell said that of the 2.5 million workers who would be 
brought under the proposed coverage about 2.1 million are now getting 
at least the legal minimum of $1, which means that about 400,000 are 
receiving less than $1 an hour according to his computation. That 
would mean that approximately 84 percent are receiving $1 or above, 
on the basis of his estimates, or that 
than $1. 

Therefore, our figure, as computed on the basis of last vear’s 
estimates, gives a much more liberal, larger estimate 
would “y directly affected. 

Mr. LANDRUM. Approximately how many members in the 
field do you figure now are drawing less than the $1 minimum? 

Mr. Bennison. Well, to use our estimate, 650,000. 

Mr. Lanprum. All right. 


16 percent were receiving less 


of those who 


retail 
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Mr. Bennison. It would be somewhere between that and what 
Mr. Mitchell estimated. 

Mr. Lanprum. The 400,000. 

Mr. Bennison. Yes, sir, the 400,000. 

Mr. Ayres. Will the gentleman vield at that point? 

Mr. Lanprum. Yes. 

Mr. Ayres. How many of the 300,000 members that vou represent, 
if any, make less than the $1 minimum? 

Mr. Surrrivce. Well, I actually cannot give a truthful statement on 
that because we do not negotiate national agreements. Our agree- 
ments are negotiated in localities. However, we readily admit that 
we think there would be very few people that we represent that would 
be affected by the $1 minimum. 

Mr. Ayres. But where they are not making the dollar vou say it is 
due to the local situations that prevent management and your bs rgain- 
ing unit in agreeing that the wage should be at least a dollar’ 

Mr. SurrrinGe. No, sir; I did not say anything of the kind 

In our negotiations, contrary to mavbe some newspaper reports, 
when we organize a new place in Shreveport or Podunk or some place 
else we start from what the people were receiving then. We try to 
gradually bring them up. And we let the people Reside what should 
be the raise. Negotiations are entered into and we do not try to 
inject the San Francisco wage into another locality. 

So, over a period of time, I believe, by any second agreement it 
would be highly unlikely that vou would find a wage that would be 
under a dollar, in view of the first agreement. 

Mr. Ayres. But there are local conditions and situations where 
you represent the retail clerks that are making less than a dollar? 

Mr. SurrrinGe. It is very possible. 

Mr. Ayres. Thank you. 

Mr. Lanprum. So most of the members which you represent now 
make the minimum or over? 

Mr. SurrrinGce. That is our opinion; yes. 

Mr. Lanprum. Then, of this 650,000 figure that you estimate now 
are receiving less than the $1 minimum, are all of those in businesses 
now grossing more than $500,000 a year or would they be in businesses 
of lower gross? 

Mr. Bennison. That is correct, that is our assumption, that the 
bulk of those or practically all of them would be in stores grossing 
over $500,000 per vear. 

Mr. LanprRuM. Your figures then do not take into consideration 
the retail clerks working in an establishment grossing less than 
$500,000 a year? 

Mr. Bennison. No, sir; not on that basis. 

Mr. Lanprum. Your recommendation then does not exte nd 3 nor does 
it propose to extend coverage to the retail clerks who work in estab- 
lishments grossing less than $500,000. You want to exempt them. 

Mr. SurrrivcGe. We believe that, according to our research, 
$500,000 is the pretty well accepted cutoff between an establishment 
that affects commerce and does not. 

If we thought, I suppose, that $100,000 affected commerce we prob- 
ably might have set or suggested that. But all of the history in con- 
nection with these various bills, going through the past vears, has been 
that $500,000 is the criterion. 
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I believe our attorney could probably quote dates on that particular 
item. 

Mr. BracmMan. The $500,000 figure was first presented to Congress 
in various bills in 1946. 

In 1949 Secretary of Labor Schwellenbach recommended $500,000 
as a breaking point between small and large business. 

The House Labor Committee in 1949 reported out a bill with a 
$500,000 provision. And then in 1950 H. B. McCoy, who was then 
Director of the Bureau of Foreign and Domestic Commerce, in 
setting up a small business committee for the Department of Com- 
merce, drew the line at $500,000. 

And then in legislation involving small business procurement and 
the Small Business Administration Act the Small Business Adminis- 
tration actually set a figure of $300,000 in making loans to small busi- 
ness. Except in certain isolated instances, they have $500,000, and in 
a few instances they had a million dollars. But, generally speaking, 
the figure selected by the Small Business Administration for making 
loans was either $300,000 or $500,000. 

That is a sort of summary of the history of the thing. 

Mr. Lanprum. Mr. Chairman, I do not want to take any further 
time, 

Mr. Keuuny. Mr. Roosevelt? 

Mr. Roosrevett. I am sorry I was not here, but I had a conflicting 
meeting. I got he - as quickly as I could. 

| would like very brie fly, unless it has already been covered, to ask 
your opinion of ‘the effect of Secretary Mitchell’s formula for $1 million 
direct intake or purchases rather than the sales figure. 

Would that not probably be a device that would exclude auite a 
few people who should be covered? 

Mr. SurrripGe. We believe that it is a device that might exclude 
a lot of people that might otherwise be covered. 

We think that the Congress must look at this industry on an enter- 
prise basis. 

As I mentioned, I believe, before this committee last year, we have 
stores like Marshal Field in Chicago that does $1 million a day under 
| roof. They can very well have a warehouse across town not owned 
by Marshal Field as such, and, under the Mitchell proposal, might 
very well not be covered by this act even though they do a million 
dollars a day. 

We feel that the retail coverage should be based on some volume 
figure. We feel that is appropriate. 

Mr. Roosevetr. Would you have available information for the 
committee as to any stores such as Marshal Field or 1 or 2 of the others 
in Chicago or other large cities that perhaps do their purchasing 
through wholesale houses not controlled or owned by them? 

In other words, the Secre tary emphasized the word ‘direct’? which 
would make it applicable if the goods came to them by some wholesale 
house not owned by them. It could cross the State line, go in a 
warehouse not under their conirol, and then to them, and auto- 
matically exclude them under the act. 

Mr. Surrripce. We are reminded of 1938 when certain discussions 
happened to be underway about a chainstore tax, that many of the 
national chains incorporated Statewise to do away with what they 
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thought might be coverage. And we might be able to find that 
information if we can locate anything of that kind. 

I believe we included perhaps J. L.. Hudson as one of the large oper- 
ators that only has, say, the one store in the State. 

Mr. Rooseverr. Thank you, sir. That would be helpful if you 
could do that. 

The other question [ have relates to information as to how much 
importance we should place upon the number of locations and the 
figure 4 which, I think, is in the chairman’s bill. 

The reason I ask for that for my own information is that there are 
some instances where a small concern might have 4 or more locations 
and still be under the $500,000. 

Wouldn’t it probably not affect the coverage too much if we just 
forgot that part of it altogether and stuck to the $500,000? 

Mr. Surrerivce. | might clarify that for vou. 

After our hearings last year and after making a further study on 
this, we completely eliminated the number of stores because of the 
fact that someone did make mention that maybe four peanut stands 
might be brought under the act. 

It is not our intention to affect small business. So we say now that 
it should be $500,000 whether they have 1 store or whether they 
have 100 stores as long as it is the $500,000, because we do not want 
to bring 4 or 5 little stores in that are doing less than $500,000 under 
this particular act 

So we did take care of that in this bill. 

Mr. Roosrvett. Thank you. That helps me a lot. 

That is all, Mr. Chairman. 

Mr. Tetier. How about the 40-hour week in relation to the em- 
ployees who would be newly covered by the Kelley bill? How many 
of the stores or the employees covered by the stores under the exten- 
sion contemplated in the Kelley bill now work more than 40 hours 
a week? 

Mr. Surrripce. We will see if there are any statistics on that. 
However, the 40-hour week in retail arrived pretty well some time 
ago. You will find very few of the department stores, as an example, 
where the — ‘es are even scheduled for a 40-hour week. Most 
of them work a 35- to 37%-hour week. 

Do you have ae statistics on that? 

Mr. Bennison. Sir, in regard to overtime in the retail industry, 
I would like to say this, that we are unfortunate not to have a precise 
breakdown on the basis of any recent survey. However, we can 
rely on one that was made by the United States Department of 
Labor in the May-July period of 1950. 

We also have individual State surveys which were made. However, 
on the State surveys, such as those in New Jersey and Ohio, Illinois 
and New York, they included all retailing. In other words, there is 
no cutoff. It went from top to bottom. 

Here I would like to cite, if [ may, this excerpt from our lengthier 
report, on page 38 of the lengthier statement. It says: 

Average weekly hours of work in the retailing industry in 1956 were 38.5 hours. 
These figures have no meaning without some consideration of part-time work in 
the industry. In retailing, part-time employment is considerable. In May—July, 
1950, the United States Department of Labor made a survey of scheduled working 
hours of devartment and women’s ready-to-wear stores in 17 large cities which 
he stores had a 


showed that in virtually all cities except Boston, most or all of t 
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schedule of 40 hours a week for full-time employees. Almost two-thirds of these 
stores in Boston reported scheduled hours from 36% to 39 hours per week. A 5-day 
week was typical in the industry. 

If I may, I should like to cite one more instance—Chicago—from 
my own ike observation. 

‘The large department stores on State Street in Chicago are on a 
40-hour, 5- -day- -a-week basis currently. I mean as far as their policy 
is concerned. 

Mr. Roosevett. Will the gentleman yield for one question? 

Mr. Tretuer. I yield. 

Mr. Roosevett. On that same subject, the bill does also refer not 
only to 40 hours but to the workday longer than 8 hours. 

Is 8 hours also arrived at along with the 40-hour week spec ifically? 

Mr. Surrripar. The 8-hour day with time and a half after 8 hours 
is typical in our industry almost throughout. However, so far as the 
time and a half after 8 hours is concerned, we would have no objections 
to the bill being changed to not include time and a half after 8 hours. 

We are very much interested and think it would be gross discrim- 
ination against people working in retailing unless they received time 
and a half after the 40 hours, if they should work over 40 hours. 

Our bill does call for time and a half after-——— 

Mr. Roosrvett. It would need some adjustment. Perhaps they 
might have a 10-hour day in some instances if it did not exceed the 40. 

Mr. Surrriper. So far as this bill is concerned. 

Mr. Tetiter. It seems that insofar as the 40-hour week is con- 
cerned the extension of coverage would have little, if any, effect upon 
the employees who would be covered by the extension. Is that not so? 

To put it more simply perhaps, the 40-hour week seems to be typical 
in most retailing throughout the country now. 

Mr. Surrripce. | think that is true. 

The feeling that our organization has is not that we will gain 
anything asaunion. We feel that this is an obligation that the people 
in retailing should not continue to be discriminated against. 

If the Federal Government as a policy is going to cover people in 
mass-employment industries that affect commerce—and this is one 
of the largest and it also has one of the largest lobbies perhaps of 
opposition—we feel that we should be at least covered by the same 
Federal law where the operations that these people work in affect 
commerce. 

Mr. Tretuer. I am interested to see, though, that the 40-hour week 
has, without any compulsion of law—that is Federal law—become 
typical in the retail field. 

I suppose—and I would like to get your view on it—that that is 
prodded by the collective-bargaining arrangements made by your 
union and by the Fair Labor Standards Act provision which has a 
40-hour week in it generally. 

And I suppose also that when you bargain collectively with em- 
ploy ers you effect the equivalent of collec ‘tive-bi irgaining agreements 
not only for the employer for whom you bargain but for those thou- 
sands of employe rs who adopt your standards in order to avoid having 
to deal with them. 

Would vou say that 1s a fair statement? 

a SuFFRIDGE. We believe that we actually represent probs ably 2 or 
3 or 4 or 5 times as many people as we have members so far as the 
senditiok they receive are concerned. 
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Mr. Tretuier. But, nevertheless, I still go back to the point that 
this bill would not affect virtually all of retailing employees insofar 
as the 40-hour week is concerned. It is not necessary. 

Mr. SurrripGe. It would not have an unfavorable or inflationary 
effect upon retail if it is included in this bill. 

Mr. Trvier. Would it have any effect whatever? Is it necessary? 

Mr. SurrripGe. I think that it is necessary. I think that it is 
appropriate unless the Congress desires to continue to discriminate 
specifically against some 2’, million people. 

We believe that whether it applies broadly or not, since it is the 
policy of the Fair Labor Standards Act, that it should be covered 3} 
retailing the same as it covers in many industries that employ just a 
fractional part of what are emploved in retailing. 

We are talking about stores that do $4 billion-a-year volume in 
many cases. This is big business. This is not a corner groc ery. 

Mr. Teter. We have been receiving letters—I speak for myself 
for the moment, but I am sure the other members of the committee 
have been receiving letters—in volume from some of the large depart- 
ment stores and chainstore organizations throughout the country 
protesting against the extension of the Fair Labor Standards Act to 
retailing. And, looking at these figures, | am hard put to understand 
why the Vv regard the extension of coverage to retailing to be attended 
with such dire consequences in light of these figures. 

Forty hours a week is already in effect and very few of them pay 
less than a dollar. 

Why is there this hue and cry against the extension of coverage? 

Mr. Surrripce. | certainly would not be able to tell you what is 
in the minds of the opposition or the associations that represent 
management. But we are sure that the fact remains that 1t would 
aot have any unfavorable effect or impact upon the retail industry 
as such. 

Mr. TELLER. You say on page 7 that you estimate there are about 

2,185,000 en inloyes who would be newly covered by the extension of 
the Kelley bill, and, of this etien ‘r, approximately 650,000 retail 
emplovees getting less than a dollar would actually benefit. 

Do you have any idea as to what extent they would benefit? Are 
they getting 75 cents or 90 cents or 95 cents an hour? 

Mr. SurrripGce. | do not know whether we have that availabl 
or not, 

Do we? 

Mr. Bennison. On a national basis we do not have a frequency 
distribution or a distributional breakdown of employees receiving 
under 75, under 85, under 90, and under a dollar, and so forth. How- 
ever, the sources to which we went for the information we could get 
on this were the State surveys. And again those State wage surveys 
which I mentioned earlier, included all retailing and there was no 
breaking point there. 

In our lengthier statement there is reference to the State surveys 

Mr. SurrripGe. In view of the time, while he checks on that, | 
would like to make this statement: 

We produced evidence before this committee last year, the com- 
mittee of the House, of actual items that we brought in here to show 
that national pricing exists, that a store will sell the same item in all 


the wage areas throughout the country, high and low alike. They 
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price these items nationally. And we brought certain items in to show 
that. 

Many of them are larger items such as refrigerators, some dresses, 
the five-and-dime items and so on. But in a low-wage area, so-called, 
these national chains will price this item the same in one place as they 
will in a higher-wage area. 

So we have the national pricing which means that in the low-wage 
area the people are paying in some instances twice as much or a third 
more for the same item than they would maybe in San Francisco or 
Seattle or some other high-wage area 

Mr. Bennison. Sir, I have those figures now. 

Will vou refer to pages 30 and 31 of the longer statement. It 
states: 

In New York, for September 1955, 16.9 percent of retail workers received less 
than $1 an hour. In Ohio, in March 1955, 45 percent of all employees in retailing 
earned less than $1 per hour. 

Mr. Trevter. That New York figure is no longer applicable. The 
State has just promulgated a new wage order 

Mr. BENNISON. That is correct. 

In April 1954, 40 percent of all women and male minors in retailing in ILlinois 
earned less than $1 an hour. 

And this includes all the small ones as well as the large stores. That 
is why I mentioned earlier that it is unfortunate that we do not have 
a cutoff or a breakdown on that. 


It follows that figures based for all retailing employees in Illinois would be 
considerably lower than 40 percent because ratios of adult males getting $1 
more are much higher than for women and male minor 


The surveys in all six States 


referring to Arizona, New Jersey, New York, [linois, and Ohio, et 
cetera 


trom 1951 through 1955 for retail trade show that about 50 percent of all women 
in retail trade earned less than $1 an hour. Since women constitute 37 percent 
vt the labor force in retailing and the proportion of men in the 6 surveys getti: 
under $1 was about one-third of the proportion of women under $1 an hour 

3 surveys the proportion of all retail employees receiving less than $1 an hour 
1955 was about 30 1 percent Thi estimate for all retail empl yyees Compared with 
25 percent of all emp lovees of multi-State establishments estitpated for 1955 


Mr. SurrripGe. I think x e pointed out last vear that Sears pub- 
lished in the press that they i 1d gone on the dollar Siaaenaan hation- 
wide. I believe you will find that pretty general on this type 
operavor. 

Mr. Tetuer. Thank vou. That is all. 

Mr. Ketuey. Mr. Holt? 

Mr. Hour. Yes. 

[ am going to limit my questions, Mr. Kelley. There are only a 
very few minutes left to this side. Perhaps the gentlemen can come 
back another time. 

Mr. Ketitey. Thev are coming back tomorrow to finish. 

Mr. Horr. So I will make it brief today. 

l appreciate vour statement, incidentally; the brevity of it and the 
manner in which it was given, Mr. Suffridge. ; 

{ am interested in how you arrived at this $500,000 cutoff and 
research vou did beside the other legislation introduced in the Con- 


TESS 
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How did you arrive at this $500,000 cutoff as far as businesses 
affected are concerned? 

Mr. SurrripGe. We took practically everything into consideration 
that we could get our hands on in the way of precedents, together 
with some little bit of knowledge of the retailing operations, and 
came to the conclusion that the $500,000 was proper. I cannot give 
you right now just exactly what arithmetic we went through to 
determine the thing. 

Mr. Ho tr. Is it not true under the legislation you recommend that 
everybody is covered and they have to prove their exe mption? 

Mr. Surrripce. You mean the $500,000 or over? 

Mr. Hott. No. By the legislation, aren’t all retailers covered and 
have to go through a process of proving their exemption? 

Mr. Surrriver. That is not my understanding; no. 

The bill calls for those doing more than $500,000 a year volume and 
affecting commerce. 

Mr. Grawam. We are talking about coverage, whether it does not 
cover all businesses. 

Mr. Braeman. No. 

Mr. Grauam. By the definition of affecting commerce 

Mr. Braaman. No. It only covers the retail employee who is 
affecting commerce. 

Mr. Granam. But it covers the small grocer? 

Mr. Braaman. No. 

By section 6 of the bill it only covers the large retailer whose activ- 
ities affect commerce. 

Mr. Granuam. It exempts the other retailer but covers the small 
retailer. 

Mr. Bragman. No, it does not. It only covers the large retailer 
whose business is over $500,000. 

Mr. Granam. The definition in the coverage part of it says that it 
will be applicable to the retail industry or establishment who engages 
in activities affecting commerce. 

Mr. Braeman. That is just a general declaration of purpose. 

Mr. Granam. Under vour definition of affecting commerce it does 
not have any cutoff point at all. 

Mr. Bracman. But there is another page on the bill which actually 
brings them in under coverage, which sets the $500,000. 

Mr. Granam. It sets the exemption. 

Mr. Braaman. No. 

In the —", aspe ct of the bill. 

Mr. Te.tuerR. This discussion has to do solely with the burden of 
proof. 

Mr. Granam. Yes, sir. But it imposes, I feel, on the small retailer 
that he must prove he is exempt. In other words, he is subject to 
reporting and investigation and so on in order to prove that he is 
exempt. 

Mr. BracnMan. It operates no differently than the present provision. 
[ mean he has the same problem today even under the present act. 

There is an exemption with respect to whether 50 percent of the sales 
are intrastate or not. And in determining the exemption the employer 
has to know whether 50 percent of his sales are exempt or not. He 
is in the same situation. It does not change his legal position what- 


soever. 
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Mr. Hour. Your opinion is the position stays the same. 

Mr. Braoman. That is right. 

Mr. Horr. I am not a lawyer. That is why I am seeking lawyers’ 
opinions on such things as this, because there is a lot of difference in 
the way a layman looks at language and the way the lawyers and 
judges look at it. 

So I intend to pursue this questioning. 

Mr. Suffridge, | am compiling for the committee’s use and my own 
information questionnaires on the makeup of the organizations and 
whom they represent, how they arrive at their decisions for our com- 
mittee here. 

As I told Mr. Biemiller yesterday, it mainly applies to associations 
and not particularly to unions because your operations are well known 
and published and printed many, many places. 

Would you have any objection to answering a letter if I wrote you 
one asking you certain questions along those lines? 

Mr. Surrripgs. Absolutely not. We will be glad to answer a 
letter or meet with you separately and spend any time you want in 
our office or your office in going into anything you want. 

Mr. Hour. I gather from your testimony here today—and I know 
your local groups have local autonomy—that you would probably 
not think too much of one of your locals that would not care to hear 
both sides of a question, whether it be a candidate running for office, 
or a piece of legislation. 

Do you think they at least ought to let everybody have their day 
in court? 

Mr. SurrrivGe. Probably I don’t understand the question. 

Mr. Hour. 'To be more specific about it, | have your local in Los 
Angeles—770, located in my district—and I have never been afforded 
an opportunity or | have never been invited there, never been asked 
to give my opinions before their boards. They always seem to 
endorse my opponent before the campaign starts. 

Is that a national policy of your association? 

Mr. SurrripGe. You have never heard of us endorsing anyone in 
the national policy. 

Mr. Hour. What do you think of such an operation? 

Mr. Surrripce. I think if you want to appear before 870’s 
board 

Mr. Hour. Is it 870? 

Mr. Surrripcr. 770. We have ten locals in Los Angeles, inci- 
dentally. That is the one you probably are more familiar with. 

Or if you want to appear on their TV show, we will arrange that. 
We absolutely will not tolerate any discrimination. 

I personally happen to be a Republic an. 

Mr. Hour. Could you arrange an invitation for me? 

[ am interested in how your organization operates on the local level. 

Mr. SurrrinGe. I certainly will. You let me know when you will be 
there, and if you want to meet with the board or if you wish to meet 
with their secretary or if you wish to make an appearance. 

Mr. Hotr. I will be out there on Monday. 

[ have been searching for this. And I have asked for it for 5 years, 
incidentally, and I thought you might be able to help me out. 

Mr. Surrripcr. You may be sure there will be no trouble on that. 








138 FAIR LABOR STANDARDS ACT 


Mr. Hour. You are representing all the retailers, and their opinions 
are contained in vour statement here today, [ am sure. 

Mr. Roosrvett. Will the gentleman yield? 

Mr. Hour. Yes. 

Mr. Roosrvett. I think, in fairness, it might be pointed out that 
local 770, however, has supported both Republicans and Democrats. 
I believe the leader of local 770 supported the Republican candidate 
for governor, for instance, in the last election. 

Mr. Surrripce. There is no question that if they took a straight 
partisan view there are certain international curbs in our organization 
that would prevent that. 

Mr. Horr. I have never been offered the courtesy—and I have 
sought it several times—just a hearing. 

Who they endorse is the union’s own business. 

But they are building a housing project in my district and I have a 
lot of interest. I am interested in how you run it. 

Mr. SurrripGe. It is a nice union of about 15,000 members in that 
one local store alone there. 

You will be out there Tuesday. Would you like to contact Joseph 
DeSilva? That is the secretary of the local. 

Mr. Hour. I will make the telephone call. 

| will not belabor it any more. 

I may ask several questions in a letter, and I may meet with you 
personally. 

I want to compliment you on your testimony today. 

Thank you. 

Mr. Grirrin. Is my understanding correct that he is coming back? 

Mr. Ketiey. He will come back tomorrow. We cannot finish 
today. 

Mr. Grirrin. It is2 mmutesto11. If you want to wait for tomor- 
row I will. 

Mr. Hott. I would like to ask just one more question then. 

Mr. Ketuey. Go ahead. 

Mr. Hour. Do you have a breakdown of the percentages that are 
not covered who will be covered of those that are affected under the 
commerce definition and those under the exemption? 

Mr. Surrripce. The number we gave in here, I believe; the 
percentage of employers that we thought would be covered. 

Mr. Hour. More or less by industry; I am searching for those. 

Mr. SurrrinGe. ‘Sales of retail businesses with an annual volume 
of sales——”’ 

Mr. Hott. Where are you, Mr. Suffridge? 

Mr. SurrrivGe. Page 7. 

Sales of retail businesses with an annual volume of sales of over $500,000 
constitute 18 percent of our entire gross national product. They do $64.6 billion 
business which operates about 48,000 stores with 2,400,000 employees. 

Mr. Hour. What I had in mind was a breakdown like outside 
salesmen. How many of the outside salesmen would be affected by 
the interstate commerce provision of the new legislation, and how 
many by exemption? 


1 


Mr. SurrripGce. I do not think that we have been able to get any 


of that tvpe of figures. 
Mr. Hour. I think it has a be aring on it. Don’t vou? 
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Mr. SurrripGe. Well, I do not know that it would have any 
particular bearing. 

come salesmen would not come under the wage and hour part 
ot it. 

Mr. GrirFin. I would just like to ask a couple of questions, Mr. 
Chairman. 

Mr. Keuuey. All right. 

Mr. GrirFin. I would like to know how many employees in estab- 
lishments doing less than $500,000 of business do you have organized. 
Would you have any idea on that? 

Mr. SurrripGe. No; I would not have. 

Mr. Grirrin. You have 300,000 organized. Is that right? 

Mr. Surrripver. That is right. 

Mr. Grirrin. But you do not have any breakdown as far as that 
cutoff figure is concerned? 

Mr. SurrrivGe. That is right. 

Mr. Grirrin. You made one statement to the effect that you 
thought if the Federal jurisdiction extended beyond $500,000 you 
would probably be sponsoring legislation to that effect. 

Do 1 understand that you would cover the corner grocery if you 
thought the Federal constitutional jurisdiction extended that far? 

Mr. Surrrivgn. The statement that I made in connection with 
that—not to attempt to quote—was that we were convinced, through 
the previous studies that had been made, that the $500,000 was con- 
sidered the appropriate cutoff. If those studies had shown $400,000 
we would probably have assumed that $400,000 was the correct figure. 
If they had shown $700,000, that is probably the figure we would have 
taken. 

But | nae it is absurd, ridiculous for either one of us to talk about 
the corner grocery because we are not talking about the corner grocery. 

Mr. Sacnran Let’s talk See it a moment. 

Do you not think the person who works for the corner grocery for 
a livi ing and makes 65 or 75 cents an hour is also in a pretty difficult 
situation? In fact, aren’t most of the employees about whom we 
should really be concerned working in establishments of less than 
$500,000 in sales? 

Mr. SurrripGe. Well, I do not think so. The fact of it is that 
about 3.6 percent of the retailers do 

What percentage of business? 

Mr. BENNISON. 43 percent. 

Mr. SurrripGe. 3 percent of these large employers do 43 percent of 
the business. This is in our large statement that we submitted. 

We are interested in the employees of small retailers getting a 
living wage and working appropriate hours, but we are not inte rested 
in trying to be facetious and insulting the intelligence of the com- 
mittee by trving to bring in a corner grocery that has 4 or 5 employees 
under the act where he would be affecting commerce. 

Mr. Grirvin. The point | was going to try to make is there are 
relatively few employees who would be involved by the proposed 
extension of coverage to that extent. And why should the Federal 
Government come in and set the wage pattern when it should be 

perhaps by collective bargaining? 

Mr. SurrripGr. Because this is an industry that affects commerce 

hen it gets into that size and proportion. And it has been the policy 
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of the Federal Government under the Fair Labor Standards Act to 
set certain standards. 

Mr. Grirrin. It has not been the policy of the Federal Government 
to regulate retailing up until now. 

Mr. SurrripGe. It has been the policy of the Federal Government 
to bring retailing under all other Federal laws that you can think of, 
including Taft-Hartley, including the NLRB. They have taken over 
stores that have as low as 1 or 2 employees. 

Mr. Grirrin. Then we come to the basic question of whether we 
want the Government to do your job. 

You know a few minutes ago, in response to one of the questions, 
you indicated that in many or in some areas at least—I should not 
say many because you indicated there were few, and I do not know 
what that means—but there are employees whom you represent who 
are making less than a dollar an hour after collective bargaining be- 

‘ause you recognize that in particular areas there are peculiar local 
problems which would make it hard to apply a dollar minimum. And 
yet you want the Federal Government to come in and to set an across- 
the-Nation standard. 

Do you think that is a little inconsistent? 

Mr. Surrrivge. I think I indicated that there are possibly some 
people. I have no statistics in front of me as to that. I do not want 
to make a statement before the committee that we have none. Doubt- 
less, there would be verv few. But it is possible that there would be 
some people under a first union agreement making less than $1 an 
hour for beginners. I do not know. 

Mr. Grirrin. I think that is all. 

Mr. Roosrvett (presiding). Mr. Suffridge, on behalf of the com- 
mittee, we want to thank you for your assistance and for giving us the 
valuable information we have received today. 

Some of the members of the committee, rather than having vou 
come back tomorrow, will address individual letters to you, and 
questions. We would appreciate it if you would answer them, and 
I am sure the committee members will make the information available 
to the whole subcommittee. 

Mr. SuFFRIDGE. Very well. We will be glad to cooperate either 
before the committee or individually, any way that vou like. 

So, as I understand it now, we will await word from individual 
committee members who would like clarification. 

Mr. Roosgevett. That is correct. 

(The information referred to follows:) 
Retain CLERKS INTERNATIONAL ASSOCIATION 
Washington, D. C., March 19, 195? 
Hon. Aucustine B. KEttey, 
Chairman, Subcommittee on Labor Standards, 
House Committee on Education and Labor, 
House of Representatives, Washington, D. C. 

Dear Mr. KELLEY: Congressman Roosevelt, of California, at the hearing on 
H. R. 4791 asked me to submit for the record a statement on the effect of the 
elimination of indirect purchases shipped across State lines to retailers from 
definition of ‘“‘covered employment”’ advanced by the Secretary of Labor in his 
statement before your subcommitte Mr. Teller, of New York, also raised some 
questions about the provisions in H. R. 4791 with re — to time and one-half 
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requested on wage rates paid by retailers with contracts with our organization 
and by other small retailers. I submit herewith this letter on these three points 
and ask that it be placed in the record of the hearings immediately following my 
statement. 


l. INDIRECT PURCHASES AND OTHER FACTORS IN “AFFECTING COMMERCE” 


As pointed out on pages 9 and 10 of the statement of March 7, 1957, which the 
Retail Clerks International Association submitted for the record, the criteria used 
in the administration of the National Labor Relations Act would inelude con- 
sideration of direct purchases or indirect purchases of goods shipped from outside 
of the State of the retailer, out-of-State sales of such retailer, and other factors. 
The only one of these factors which would be considered in the proposal of the 
Secretary of Labor would be direct purchases from out of State. He would 
exclude all other factors from his proposal. We believe that the omission of these 
factors is a serious defect of the proposal, because it would permit large retailers 
whom the legislation seeks to cover to escape coverage to the prejudice of other 
large retailers and to employees. The effect of these omissions is illustrated by 
cases under the National Labor Relations Act on retailers whose activities have 
already been determined to effect commerce under the act. 

(a) A baking company with 3 plants, 1 each in Maryland, West Virginia, and 
Virginia, engages in the ratailing of bakery products. The direct purchases of 
the Maryland plant from outside that State are now under $1 million, but the 
shipments of supplies from the West Virginia and Virginia plants to the Maryland 
plant of the same enterprise amount to over $300,000. In other words, the 
$300,000 are indirect purchases by the enterprise for the Baltimore plant. The 
amount of the direct and indirect purchases from out of State are sufficient tu 
bring the total purchases in excess of $1 million annually from out of the State. 
If the proposal of the Secretary were applied, the above plants would be excluded 
despite the fact that each of the 3 plants of the same enterprise made interstate 
sales alone of over $300,000 (N. L. R. B. v. Schmidt Baking Co., Inc. (1941), 122 
F, 2d 162). 

b) A retail grocery chain with 11 stores in 1 State making an annual volume 
of sales in excess of $7 million and purchasing in excess of $5.5 million under the 
Secretary’s proposal would be exempt because about $3 million of the purchases 
are made from within the State and $2.5 million are shipped from the warehouse 
within the State of a manufacturer outside the State who ships the goods to the 
warehouse (Minimax Stores (1950). 91 N. L. R. B., No. 114). None of these 
purchases would be considered, and this employer would be exempt under the 
Secretary’s proposal, despite the fact that this employer has already been held to 
affect commerce under the National Labor Relations Act. 

There are many other cases involving retailers which reflect the same situation 
under the proposal of the Secretary. (See, for example, United Cigar-Whelan 
Stores Corporation, 1955, 114 N. L. R. B., No. 185: Greenberg Mercantile Corp., 
1955, 112 N. L. R. B., No. 710; Piggly-Wiggly Stores of San Diego, 1945, 60 
N. L. R. B., No. 47; Gaylayan’s Supermarket, Inc., 1950, 92 N. L. R. B., No. 48; 
Block and Kuhl Department Stores, 1949, 83 N. L. R. B., No. 418; Dorn’s House 
of Miracles, 1950, 91 N. L. R. B., No. 82.) These are just some of the reported 
cases of the National Labor Relations Board. We feel sure that there must be 
hundreds of other retail firms whose cases never came before the Board and who 
complied with the law or never appealed to the Board. 

We believe that the term ‘affecting commerce’? should remain in the bill 
reported out. Six factors in ‘‘affecting commerce”’ as interpreted judicially with 
respect to the enterprise (and not the individual plant or store of the enterprise) 
are as follows: 

1. Interstate direct purchases, including central purchasing and purchasing 
through brokers. 

2. Interstate indirect purchases, including central purchasing and purchasing 
through brokers. 

3. Interstate sales (including retail sales to individuals or firms who are in 
interstate commerce or use the merchandise in commerce). 

1. Interplant shipments between plants within the same State or located 
within different States. 

5. Merchandise pickup made outside the State by employees of the enterprise. 

6. Interstate advertising 
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2. OVERTIME IN THE RETAIL INDUSTRY 


Our statement (p. 38) points out that the average weekly hours of work in the 
retailing industry in 1956 were 38.5 hours. In May—July 1950, the scheduled 
working hours of department stores and women’s ready-to-wear stores were 40 
hours or under. A 5-day week is typical in the industry. This would seem, on 
the surface, as Mr. Teller suggested at the hearings, that there is no overtim: 
problem in the retail industry, and the bill would not affect the large stores 
adversely in this respect. 

Mr. Teller is correct insofar as the effect of the cost of the overtime provision 
of the bill is concerned on the retail enterprises to be covered by H. R. 4791 
However, with respect to the individual retail employee, overtime has a deleterious 
effect on his health, efficiency, and income and the surveys show that a larg: 
number of individual employees work overtime. The law should protect then 

Almost every retail employee who works full time (8 hours per day, 5 days per 
week) must stand on his feet during the entire workday without respite, except 
possibly for lunch. His work is unlike that of other white collar workers in that 
he has very little chance to sit down during working hours. At the end of a: 
8-hour day, the average retail employee in the large store is physically tired and 
his efficiency caused by the nature of his work is at a very low ebb at the end of 
8 hours. The employee should not be required to work more than 8 hours in 
any workday or more than 40 hours a week unless the employer pays him 


premium of time and one-half his regular rate of pay. As an alternative, ar 
employer can hire in his place a part-time worker to work the overtime at straight 
pay. 

Employers in large-scale retailing generally do both. These practices partls 
account for the large amount of part-time employment in the retail industry (set 
pp. 40—41 of our statement for the record, see. IX. Part-Time Employment i: 


Retailing 

A large number and proportion of retail employees work more than 40 hours 
a week. The number and proportion in the large retail enterprises of the kind 
contemplated to be covered with respect to overtime under H. R. 4791 are not 
shown separately in the data presented in our statement, but the number and 
proportion will be substantially Jess than that for all retail establishments becaus 
it is a known and accepted fact that there is much more overtime (time in excess 
of 40 hours per week) in small retail firms and the 40-hour week as shown aboy 
is more or less a common work policy of the large concerns. 

However, irrespective of the large number and proportion of retail employe: 


of all retail firms, regardless of size, who work in excess of 40 hour, the cost to th 
employer of time and one-half in excess of 40 hours is negligible, if any. This 
conclusion is based upon an analysis of overtime in six States as shown in ou 
statement (sec. VIII, Overtime in the Retail Industry). Take the State of New 


York as an example: 

1. Over 40 percent of the retail employees in New York in 1955 are covered by 
time and one-half for work in excess of 40 hours under the overtime policy of 
employers, which was about the same in Ohio and New Jersey. These thre 
States alone have 1,085,000 employees in retail establishments, or about 20 
percent of all employees of all retail « mplovers. 


2. The average worker in New York worked 40 hours per week. Therefor: 
every hundred workers averaged the total 4,000 hours. Thirty-eight percent of 
the employees in retail trade averaged about 5 hours per week in excess of 40 
hours or a total of 190 hours of overtime. Thus, the total amount of overtime it 
New York State as a percentage of the total time worked would be about 4 
percent (190 divided by 4,000 Since pay under the act as proposed by H. R 
4791 is at time-and-one-half, the rate of additional pay (over straight time) for 

pa) 
the 190 hours of overtime per 100 workers would be one-half. Therefor the 
| 


additional percentage increase in the cost at the most, for all retail firms, larg 
and small, in New York would be 244 percent. This figure must be reduced by at 
least 40 percent in New York because employees are now covered by plans o 
time-and-one-half for overtime so that at the outside the cost of overtime as 
applied to all retail firms in New York State would be about 1 percent of payroll 
and as low as one-tenth of 1 percent of tatal sales. Since the data in New \Y 
State cover both large and small employers it can be very safely said that th: 
effect of the time-and-one-half overtime provision in H. R. 4791 would result i: 
less than 1 percent increase in payroll costs to the large employers covered by 
act. 

3. On page 26 of our full statement on H. R. 4791, which was submitted for ¢ 


record, we stated that it was the experience of ization that small 
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merchants generally pay wage rates to their employees that are as high or hig! 
than those paid by large retail concerns in the same line of business to their em- 
ployees. We also pointed out that wage surveys of two States (New Jersey and 
Arizona) confirm this experience. Since submitting our statement, the results 
of a survey by our own organization in the field also confirm the above mentioned 
statements. 

Sample surveys were conducted in Terre Haute, Ind., Chicago, Ill., East st 
Louis, Til.. St. Louis, Mo., and Seattle, Wash. Re presentative samples of wages 
and hours were taken in food stores, drugstores, departinent stores, specialty 
stores, florist stores, variety stores and furniture stores. Detailed findings of t 
surveys are set forth in a special supplement attached hereto. It should be 
mentioned that among the stores surveyed are several unorganized operations 

General conclusions drawn from an analysis of the survey findings show that 
the preponderance of employees involved are being paid wage rates in excess of $1 
per hour. This is true even for part-time emplovees. 
~ The normal workweek for a majority of stores surveyed is a 40-hour workweek, 
and time-and-one-half is paid for hours worked in excess of 40 hours in any 1 week. 
There are some exceptions to this, meresty and one is the retail furniture in- 
dustry. Here employees customarily work on a commission-plus-guaranty basis 
and work 1215 to 45 hours per week. Drugstores usually provide something like a 
44-hour or 45-hour workweek for pharmacists, but commonly provide a 40-hour 
workweek for all other employees. Another minor exception was a finding in St. 
Louis that a verv limited number of small independent grocery stores with a 
correspondingly small number of emplovees work a 5-day, 45-hour workweek. 

The subcommittee should note that at least two large retailing firms are in 
support of our bill. They are the Grand Union Co., an eastern grocery chain with 
356 stores, and Sears, Roebuck & Co. 

Resp etfully yours 
JAMES A. SUFFRIDGE, President 


SupPpLEMENT TO LetreR Wirn Recarp tro Rerari Wackt ann Hour Survey 
IN FIVE SELECTED CiITIEs 


I. TERRE HAUTE, IND. DEPARTMENT STORES 


In Terre Haute, Retail Clerks Union, Local 983, holds contracts with Smith’s 
Department Store, a local business, and Alden’s, Inc., a chain department store 
with headquarters in Chicago, II. 


3oth contracts provide for a 6-day, 10-hour workweek. However, out of a 


total of 32 sclling departments listed in the wage section of the contracts, Smith’s 
pays anywhere from $2 to $5 per week (or 5 cents to 1244 cents per hour) above 
the contract scale in 28 departments Alden’s, on the other hand, adheres strictly 
to the contract minimum rates. Nonselling empl »yvees in both stores appear to 
receive the same rates of pay. 


II, CHICAGO, ILL. DRUGSTORES 


According to observations of Retail Pharmacists and Drug Store Kmployees 
Union, Local No. 1479, it has been ascertained that the wage pattern in Chicago 
drugstores shows a universal starting rate of $l per hour or more. 

For example, the Walgreen drug chain (unorganized), starts employees, exclu- 
sive of lunch-counter and other culinary employees, at $1.25 per hour. The organ- 
ized Stineway-Ford Hopkins drug chain begins its employees at about the same 
rate. The lowest hourly rate paid in the entire chain in this area is $1.08! per hour, 
and only one employee receives that wage. Otherwise, the pay scales range from 
$1.08 to $1.90 per hour, with a majority of employees grouping about the $1.50 
per hour rate. 

In a survey of organized independent drugstores, it was found that not a single 
store was paving less than $1 per hour. In fact, it was discovered that the aver- 
age rate is slightly higher than the chain store rate, due, it appeared, to the per- 


sonal relationship between employer and employee that does not exist in a large 
operation. 
The foll i a aka aia ki kites athe ‘3 
he OlOWINE IS a& representative sampling ot Independent Grugstores fro1 ili 
areas of the city of Chicago. These stores start and continue to pay their em- 


ployees well over $1 per hour. This sampling ineludes 11 firms operating 18 stores 
with 62 employees: Adelmants Pharmacy, Wilson and Clark Streets, 4 emplovees; 
Ripsteins Drugs, 3948 Sheridan Road, 4 employees; Fair Price Drugs, 4401 Sheri- 
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dan Road, 5 employees; Norman Drug Co., 2 stores, 55th and Everett, and 5lst 
and Dorchester, 10 employees; Brody’s Drug Stores, 2 stores, Jackson and Pulaski, 
and 5600 Madison Street, 8 emplovees; De Koven Drug Stores, 6 stores, 1308 
South Halsted, 13122 South Ellis, 340 East 58th, 366 East 47th, 2358 West Lake, 
and 3657 East 112th, 15 employees; Acme Drugs, 376 East 61st, 3 employees; 
Madison Drugs, 1601 West Madison, 3 employees. 


Ill, EAST ST. LOUIS, ILL. 
Sears, Roebuck & Co. 

In East St. Louis, Retail Clerks Union, Local 676, holds a contract with Sears, 
Roebuck & Co. covering approximately 152 employees in all departments. New 
female clerks start at not less than $1 per hour and male clerks begin at not less 
than $1.10 per hour. This contract provides for a basic 40-hour workweek. 
Drugsiore division 

Local 676’s contract with 32 independent drugstore firms employing 127 people 
provides for a 44-hour workweek for pharmacists and a 5-day, 40-hour week for 
all other employees. The minimum hourly rates provided in the contract range 
from 90 cents to $2.40. 


Florist livision 

Local 676’s contract with independent retail florists, employing 21 active mem- 
bers, provides for a 44-hour workweek. Minimum hourly rates in the contract 
range from 70 cents to $2.02 However, the preponderance of employees are 


presently receiving hourly wage rates in excess of $1 per hour 


I r. LOUIS, MO 
Food slore diviston 
Located in St. Louis and vicinity are five different chain or multiunit com- 
panies under contract to Retail Clerks Union, Local 655. They are: (1) The 


Kroger Cr (2) National Tea Co.; (3) A. & P. Tea Co.: (4) Fred P. Rapp, Ine 


and (5) Bettendorf’s, Inc. 5 large retail stores operate an aggregate total 


of 114 stores in the area, have about 2,764 employees, of which approximately 
3U, OF percent, are } aid over the contract scale. The contract hourly rates 
thus referred to range from $1.44 to $2.59. 

Also under contract to local 655 are 184 small independent food stores. They 


employ about 1,000 people, of which 159 or 15.9 percent, are paid over the 
y rT} { 


contract rate. The contract wage seale here is $1.32 to $2.41. 


1 


Variety store division 


1 


The 5 and 10 cent store companies which local 655 has contracts with operate 


a total of 35 stores with 672 employee Ss. Hourly contract rates range from 75 
cents per hour to $1.06 per hour Two-hundred-and-seventy employees or 
40.2 percent of the total are paid ov r the contract minimun 


Three independently owned and unorganized variety stores with 17 employees 
are known to be starting their clerks at not less than $1 pe! hour. It is believed 


that this is done in order to discourage unionizati 
Drugstore division 


Of the six drugstore operations surveyed in St. Louis, only the Katz Drug Co. 


and Walgreen Drugs are interstate chain businesses. Katz Drug Co. operates 6 
stores with 259 employees in the area. Contract hourly rates range from 774% 


cents to $2.11, and none is paid over the contract rate. Walgreen Drugs oper- 

ate 10 stores in St. Louis with 250 employees. Though this chain i i 

it is known to start « mployees at not less than 3] per nour under a 40-hour work- 
} 


week. Katz, recently organized, provides for 44-hour, 46-hour, and 48-hour 


hain is unorganized, 


workweeks, de pending on the classifica tic n. 

The other 4 drug businesses are local concerns, although 3 of them operate 
2 or more outlets. Glaser Drug Co. operates 10 stores with 175 emplovees ho 
recently received contract rates ranging from 50 cents to $1. ort y mploves r 
about 23 percent of the total, receive rates of pat in exc of 


minimums. 


ic Thy wr OW 1 } +} \ } . ‘TT war? tas vit 


Fort Variet Woolworth Tr stores is start 0 t 2] 
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The Sands Drug Co. operates 4 outlets with 35 employees. The contract 
minimum wage rates range from 75 cents to $1.15; 25 employees, or 71 percent 
of the total, are paid in excess of the minimum rates. 

St. Ann’s Drug Co. operates 2 stores with 25 employees, They are unor- 
ganized, but receive hourly rates ranging from 90 cents to $1.10. 

The unorganized Chippewa Drug Store operates only 1 outlet with 16 
employees. Their hourly rates of pay range from 85 cents to $1.40. 

Most all drugstore operations in this area are on a 44-hour workweek, 


Furntture store division 

There are 17 retail furniture companies under contract with a total of 25 
stores and 158 employees. Contract minimum hourly rates range from $1.25 
to $2.25; 20 employees, or about 12.7 percent, receive rates in excess of contract 
minimums. In addition, sales employees receive a 4 percent commission over 
$1,400, on delivered sales. They work a 5-day, 42}4-hour-to-45-hour workweek. 
The 2 largest firms, Biederman Furniture Co., and Carson-Union-May-Stern 
Co., with 75 and 30 employees, respectively, adhere strictly to the contract 
minimum hourly rates. 

Sears, Roebuck & Co. 

The 3 unorganized Sears, Roebuck & Co. stores combined employ about 
850 employees. A starting employee is paid not less than $1 per hour. A 40- 
hour workweek is established policy. 

Survey of retail business block in St. Lowis? 

An entire block of stores at South Grand and Chippewa was surveyed, and 
the results are as follows: 

(1) Sears, Roebuck & Co. at 3708 South Grand employs approximately 450 
clerks at not less than $1 per hour. Basic workweek here is 40 hours. 

(2) Schenberg’s Food Store at 3726 South Grand employs about 36 people on 
40-hour workweek schedule. Hourly rates paid here range from $1.37 to $2.49 
per hour. 

(3) J & R Auto Accessory Store at 3730 South Grand employs 3 people at 
rates from $1.25 to $1.85 per hour (workweek not kuown). 

(4) Ben Franklin (independent operator) at 3734 South Grand employs 8 
people at rates from $1 to $1.25 per hour and they work a basic 40-hour workweek. 

(5) Western Auto (auto accessory store) at 3736 South Grand with 9 employees 
putting in a basic 44-hour workweek at rates from $1.25 to $2.50 per hour; also 
has 4 commission-plus-guaranty system in effect. 


V. SEATTLE, WASH. 
Shoestore operations 

In Seattle, Retail Clerks Union, Local 1404, has a total of 29 shoestore firms 
under contract. Ineluded therein are 10 chainstore firms with 14 stores, and 19 
independent firms with a total of 33 stores. 

Local 1404’s contract provides for a 5-day-40-hour workweek. There is a 
guaranty-plus-commission system in effect for all shoe and hosiery salesmen and 
saleswomen. The hourly rate guaranties for selling employees range from 
$1.044% to $1.70. Hourly rates of pay for nonselling employees, according to the 
contract, range from $1.12% to $2,181. 

It is known that all 10 chainstore firms adhere strictly to the contract minimum 
hourly rates and commission rates of pay. Of the 19 independent firms under 
contract, 8 firms with 16 stores and 164 employees pay minimum hourly rates 
and/or commission rates of pay above contract scale. 


Two major retail companies endorse $1 minimum 


(1) Grand Union Co.—“ ‘The move to include the retail industry under the 
minimum wage law should be welcomed as necessary to the retail industry’s 
growth and development,’ Lansing P. Shield, president of Grand Union Co. said. 

“Speaking at the Harvard Graduate School of Business Administration, Mr. 
Shield said retail food operators must accept the same broad standards established 
in other industries for sound business reasons. ‘Retailing can no longer afford 
to be considered a second-class industry, or be satisfied with attracting second- 
class help,’ he said. 


? Please note copy of photograph on p. 146 which portrays setting and location of above-mentioned stores. 
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Mr. Shield added that under present laws retailers ‘all buy now at about the 
same price, and competition makes us sell at approximately the same level.’ 
The difference between success and failure is people, he said. He added that if 
retailers paid their employees less than the minimum wages available in other 
industries, retailers could not expect to be competitive in their search for superior 
people.” 

Source: Wall Street Journal, March 8, 1957. 

2) Sears, Roebuck & Co.—“Sears, Roebuck & Co. has completed action to 
make the $1 minimum wage effective in all its units, it was learned today. 

‘Confirming a report in the trade, a spokesman said the move followed some 
months of preliminary work. 

‘This voluntary action means that Sears’ 725 retail stores will be subject to the 
same minimum wage policy which, by law under the Fair Labor Standards Act, 
started March 1 of last year in its mail-order plants and other selected units. 

‘With a $1 minimum for employees in all its units, Sears now has established a 
consistent base for emplovee earnings, he added. 

Sears as of February 1, the start of this fiscal year, had 133,000 employees in 
ts stores.”’ 

source: Women’s Wear Daily, March 14, 1957, page 1. 

Mr. Roostvett. The committee will stand adjourned until next 
Tuesday at 10 o’clock. 

(Whereupon, at 11:05 a. m., the subcommittee was recessed, to 


be reconvened at 10 a. m., Tuesday, March 12, 1957.) 
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TUESDAY, MARCH 12, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Lapor STANDARDS, 
OF THE COMMITTEE ON EpucaTION AND LaBor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 429, 
Old House Office Building, Hon. Augustine B. Kelley (chairman 
of the subcommittee) presiding. 

Present: Representatives Kelley, Landrum, Teller, and Griffin. 

Present also: Representatives Wier, Green, and Kearns. 

Staff members present: Fred G. Hussey, chief clerk; John O. 
Graham, minority clerk; and James M. Brewbaker, general counsel. 

Mr. Lanprum (presiding). The committee will come to order. The 
chairman, Mr. Kelley, is unavoidably detained today. 

We have as our first witness Mr. Orval SI: ater, who is president 
of Slater-White, Inc, which, I understand, is a dry-cleaning and 
laundry establishment in San Antonio, Tex. Ts that correct ? 

Mr. Stater. Yes, sir. 

Mr. Lanprum. As a preface to his remarks, I might state that there 
has been some discussion from 1 or 2 members of the committee in 
the public hearings of going down to the grassroots, so to speak, 
and hearing what some of these business people in the areas out 
over the United States have to say about this proposition of extending 
the coverage under this Fair Labor Standards Act. 

I am advised this morning that Mr. Slater may be typical of one of 
these grassroots operators. 

You may proceed, Mr. Slater. 


STATEMENT OF ORVAL SLATER, PRESIDENT, SLATER-WHITE, INC., 
SAN ANTONIO, TEX. 


Mr. Suater. Thank you, sir. 

My name is Orval A. Slater, a native-born Texan, currently domi- 
ciled at 126 Canterbury Hill, San Antonio, Tex. 

I am filing this statement as a priv ate citizen, representing only 
myself. 

[ am president and general manager of Slater-White, Inc., a Texas 
corporation, organized in October 1945 for the purpose of producing 
and selling dry-cleaning and laundry service in metropolitan San 
Antonio. 

In the past 11 years Slater- White, Inc., has grown to be an employer 
of 112 persons, with a payroll in 1956 of more than $240 000, which 
for the year 1956 was in excess of 59 percent of gross s sales. During 
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the year 1956, our productive payroll—the earnings of those actually 
processing the garments and linens received from solely private indi- 
viduals and homes—was slightly more than 32 percent of gross revenue. 

We have a substantial number of employees who, notwithstanding 
our furnishing them with the most efficient equipment and mechanic “al 
aids currently available to the textile maintenance industries, are not 
able to earn the proposed minimum wage of $1 per hour at current 
prices paid for our service by the people of San Antonio. This state- 
ment is made with the knowledge it is subject to verification. 

The compulsion of such a minimum rate of pay to a substantial 
segment of the existing labor force must inevitably result in radical 
increases in selling prices—raises that can only result in decreased 
sales and proportionately decreased labor requirements. This leads 
to increased unemployment, which must be cared for on a starvation 
level by further taxes on an already overloaded citizenry. 

It should be recognized that competition for satisfactory employees 
during and since the last war has scr aped the bottom of the barrel 
and has resulted i in, to an extremely large degree, the retail and service 
industries being compelled to satisfy their “labor 1 requirements from 
the ranks of the misfits and castoffs of higher paying industries. 

If there were no other pertinent factors deserving your careful 
investigation and consideration, the very placing of a floor under the 
minimum wage of almost all gainfully employed must result in ad- 
vancing the average hourly rate in all industry and business. ‘These 
increases become more bitterly competitive and cannot be absorbed 
under current selling prices. Therefore, another two or more rounds 
of wage-selling price increases takes place to further inflate our 
economy and decrease the real purchasing power of the dollar. 

Not to be overlooked is our entering into a relatively decreased 
labor supply—the direct result of the low birth rates of the 1930's 
and the loss of the contribution made in the early portion of this 
century by immigration from Europe. 

There must be a definite impact of those two factors on the sales and 
distribution of all goods and services. This is especially true if appro- 
priate consideration is given to the fact that the majority of Americans 
earn their living in nonmanufacturing businesses such as distribution, 
services, transportation, government, et cetera, and, while there has 
been creeping inflation in these fields, they have been a greatly sta- 
bilizing influence on our entire economy. 

When one considers that the increased wages in the manufacturing 
industries have been largely offset since World War II by increased 
hourly productivity, due largely to the introduction of new machines, 
one should note that actual relative wage costs have been quite stable. 
On the other hand, it is somewhat more difficult to increase the hourly 
productivity in the service industries. Little can be done to increase 
the output of a woman pressing dresses, or of a barber or a truck driver, 
a bus operator or a retail clerk. Yet these employees have been de- 
manding and getting increased wages with the inevitable pressure on 
driving the cost-of-living index on up. 

With these and other inflationary pressures acting on our national 
economy, it seems naive to think inclusion of some 10 percent to 12 per- 
cent of the current gainfully employed under the floor of a high mini- 
mum wage can escape feeding dangerous fuel to the fires of inflation 
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and escape a bust with the tragedy of increased unemployment and 
suffering. 

I beg of you gentlemen that you consider well all these implications 
before taking favorable action on such a proposal so filled with danger 
to our national ec onomy and general welfare. 

Mr. Chairman, I would like to add just a little bit to that statement, 
if I might. 

Mr. Lanprum. Proceed. 

Mr. Suater. At the time I wrote that statement—about the 25th of 
February—lI did not have any idea that I was going to be appearing be- 
fore this committee. I want to take this opportunity to thank you 
for your consideration in letting me appear and present this st: itement. 

In connection with the statement, which I say was prepared in Feb- 
ruary, I was quite impressed when Sunday I read in the New York 
Times, on the front page, an article headlined this way: “Living Cost 
Rise Laid to Services, Rent, and Transit—Prices of Foods and Goods 
Are Found To Be Generally No Higher Than in 1952.’ 

It impressed me that a lot of other people are beginning to recog- 
nize the thing that I started out to call to your attention. We have 
watched the operation of wages and the inflation that has resulted 
from it. 

This New York Times article, exhibit 1, among other things, says 
that the price of laundry has gone up 11 percent in the last few vears. 
It is a rather interesting situation because as our price goes up on a 
curve of about 15 degrees our tonnage, which is the measurement of 
the real amount of work we have to do, slides down. 

(Exhibit 1 referred to will be found at end of witness’ testimony. ) 

The curve I have here, exhibit 2, if you are interested in it, will 
show an inclination of maybe 3 or 4 degrees as of right now. You 
can compare that to what has been alt se elling- pricewise in businesses 
where high mechanization has been possible. And on the curve I have 
here I have compared it with the selling price of a General Electric 
washing machine that goes down about like that; I would say roughly 
it a 60-degree angle. 

(Exhibit 2 referred to is filed with the committee, and is available 
for reference. ) 

So it becomes important to consider where these people, whom I have 
called those that have sifted down to us because they could not earn 
the minimum legal wage in any other industries—and that has been 
our greatest potential labor supply. 

Where are they going to go if, by the ve ry wage that we are com 
pelled to pay under such a proposal as this—if such a proposal com 
pels us to mechanize to a degree that some employees with lower skills 
are eliminated by the pressures of increased minimum wages and the 
price the public shall be willing to pay for our service? I just see more 
unemployment and more unemployment. 

Another point—and you just touched upon it, sir is this: For 
somebody in San Antonio to come up here, it costs no less than $250, 
at least. A round trip plane ticket from San Antonio up here at 
tourist fare, which is the cheapest, is $144. And if a man comes up 
here, rooms are pretty difficult to get. Very few of us can afford to 
come and say what we think and tell you exactly what we think is 
roing to happen. 
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I am not here to tell you that you are going to put me out of busi- 
ness, because if I cannot survive personally I feel that that is my tough 
luck. 

I am here, though, to tell you that I sincerely believe that if we 
put too high a floor under wages, this economy of ours which is just 
now beginning to get into a little bit of a nervous condition, is going 
to slow down, because we have an awful lot of people that I men- 
tioned in these groups who are the majority of gainfully employed in 
this country whose incomes are not going to increase as fast as the 
price of things they must buy. So they are going to have to econo- 
mize some place. And in the economizing the volume of national 
business is going to sift away a little bit. 

The difference between high prosperity in this country and almost 
depression is a pretty fine mark. 

I would be glad to answer any questions that you might wish to 
put to me. 

Mr. Lanprum. Mr. Slater, we thank you for that very fine state- 
ment and particularly with regard to the last paragraph of your 
formal statement. 

We are trying our very best to do just what you have importuned 
us to do there. We hope we can arrive at a very fair and satisfactory 
settlement of these things. 

As I understand your business, under H. R. 4575, which is one of 
the bills under consideration here, your particular laundry would not 
be included in there. 

Mr. Siater. It would not. 

Mr. Lanprum. Now what is the volume of your business coming 
from homes as contrasted with that volume coming from industry ¢ 

Mr. Starter. I am in the peculiar position of having no business 
coming from industry. We do purely a retail business. Last year our 
sales were $409,000. 

Mr. Lanprum. What is the price of a shirt laundered in your 
establishment ? 

Mr. Suater. If you sent us a shirt to be laundered we would charge 
you 24 cents. 

Mr. Lanprum. How does that price compare with the price you 
were charging in 1950? 

Mr. Sxater. It is 3 cents higher, sir. 

Mr. Lanprum. What about your wages in 1950 as compared to 
today ? 

Mr. Starer. They have gone up considerably more than that. 

Mr. Lanprum. More than 3 cents per shirt ? 

Mr. Suater. Yes. 

Mr. Lanprum. How about your investments, your capital outlay 
on your new types of machinery since 1950? 

Mr. Starter. We have spent considerable money on it. 

We have the misfortune as an industry of being relatively small, 
and the people who historically have produced equipment for us have 
not been able or have been unwilling to spend the money on research 
that certain other businesses have spent and are currently spending on 
research. 

In that connection I have here a chart (exhibit 3), which shows 
the steps that it takes to machine an automobile block and the steps 
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that it takes to produce a laundry bundle that doesn’t have anything 
but what we call flatwork and shirts. In other words, no wearing 
apparel in it other than shirts. There are 71 steps that we take in 
processing that type of bundle. 

(The chart referred to was filed with the committee, and is avail- 
able for reference. ) 

Now, by level of mechanization, that is broken down from a hand 
operation through 8 steps to a machine which will take a raw pr oduct 
and finish it completely without any hand effort and reject the pieces 
that do not come up to specification. 

In the case of this automobile machine block, the vast majority, 
over 80 percent of the steps within 6, 7 and 8 were, an awful lot of 
them, in the completely automatic phase. 

In our laundry bundle the highes place we get, by comparison, was 
to the sixth steps, and we did that in only two points. In other 
words, a vast majority of the steps that we currently take in producing 
your shirt and the sheets and towels for your home fall into a com- 
plete hand operation or a hand-tool operation. And we get into 
using a power hand tool. But only in two places do we get into an 
automatically powered program machine. 

I am not trying to be technical, and I will be glad to furnish the 
committee a complete breakdown. It is something I did an awful lot 
of work on last year because I was trying to sell the industry that our 
manufacturers were not financially able to spend the kind of money 
that is being spent in other industry. They just do not have a big 
enough market. 

I was trying to sell our industry that we should as an industry set 
aside a certain proportion of our sales and get into some research 
work to try to get us out of some of these 71 steps. 

Mr. Teter. Mr. Slater, on page 1 here of your statement you say 
that your employees are not able to earn the proposed minimum wage 
of $1 per hour at current prices paid for your services by the people 
of San Antonio. What do your employes earn? 

Mr. Starter. They averaged the week before I came up here 86 
cents an hour. 

Mr. Trtier. What is the lowest-paid employee? 

Mr. Siater. We have a two-week starting period at 50 cents an 
hour for trainees, and then they go into 60, then a 70-cent step, and 
from 70 on its goes on incentive. That is in our lowest-paid job. 

We have, of course, other jobs that we pay a dollar plus incentive 
or we would not have the average of 86 cents. 

Now when I say 86 cents that is talking about our productive em- 
ployees. Historically we have always paid—and I think most in- 
dustries pay—more for selling than for producing. 

Our lowest-paid salesman last year—it might interest you—earned 
a little over $5,000. 

Mr. Teiter. Your salesman. 

Mr. Starter. The lowest-paid routeman, the man that we would 
have who would go to your house if you lived in San Antonio, the 
lowest one we had earned a little over $5,000. 

Mr. Trier. Do you have a 40-hour week ? 

Mr. Stater. No, sir; we do not. 

Mr. Terter. What is the average workweek ? 
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Mr. Starter. About 44 hours. 

Mr. Teter. And do you pay them on an hourly rate or a weekly 
rate ¢ 

Mr. Starer. Except for sales, we pay them on an hourly rate. 

Mr. Teter. The people who are employed in the laundry establish- 
ment are paid on an hourly rate? 

Mr. Sater. We have our operations set up to where we do not. ask 
them to work over 4714 hours at the hourly rate. If we go over the 
471% hours, or if we ask them to come before 8 o’clock in the mor ning 
or stay after 5:15 in the evening, except Saturday, of course, we pay 
them time and a half. 

Mr. Tetier. But you ps iy them straight time up to 4714 hours? 

Mr. Starter. Up to 4714 hours, unless it is before 8 or after 5: 15. 

Mr. Tetier. How do the average wages paid in your establishment 
compare with the wages paid in San Antonio generally ? 

Mr. Stater. They are slightly higher. 

Mr. TEeLurr. Slightly higher? 

Mr. Suater. Yes, sir. 

Mr. Teter. I am talking about the same industry. 

Mr. Starter. In my industry. 

Mr. Tetrer. Your wages are slightly higher than those paid ge: 
erally in San Antonio? 

Mr. Suater. Yes, sir. 

Mr. Tretxer. Do you have an association of laundry proprietors in 
San Antonio? 

Mr. Siater. Yes, sir; we do. 

Mr. Tetxier. Are you a member of that association ? 

Mr. Suarer. Yes, sir. 

Mr. Tetter. What is the price charged for shirts by the laundry 
establishments in San Antonio? 

Mr. Suiater. They vary from 18 cents to the high of 24 

Mr. Teter. You charge the highest price for your service? 

Mr. Starer. Yes, sir. 

Mr. Texter. How many laundry establishments would you say there 
are in San Antonio? 

Mr. Stater. I am not trying to quibble, but that is an almost impos- 
sible thing for me to answer accurately because we have the generally 
rec ognized power laundry, and we are going through a transitional 
period where we are seeing a lot of w: asheterias where they put in 
domestic-type equipme nt and just wash or wash and dry the clothes 
and give them back. There are quite a number of those. 

We have but about 20 actual so-called a But laundry serv- 
ice of a character is offered probably by 150 outlet 

Mr. Teter. Do you do the entire laundry process ? 

Mr. Starter. Yes, sir. 

Mr. Tetier. And there are many other establishments that do it ? 

Mr. Siater. Quite a number. 

Mr. Teter. What are the functions of this association to which 
you belong ? 

Mr. Stater. We meet Thursdays for lunch and discuss our mutual 
problems. 

I gave up the idea years ago that you could ever get men in our 
business to agree on a price notwithstanding the fact that it might 
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be illegal, to sit and talk about what you ought to charge. I gave 
it up years ago because there are too many of them that want to cut 
acorner. 

Mr. Teviter. And the members of your association charge various 
prices for their services ¢ 

Mr. Siater. Yes, sir. 

Mr. Tetier. Are there any collective-bargaining agreements in your 
industry ¢ 

Mr. Starter. Not in San Antonio. 

Mr. Tetiter. And you believe that extending the dollar minimum 
to your employees would be inflationary ? 

Mr. Starer. To my employees alone; yes, sir. Under current cir- 
cumstances I would have to do 1 of 2 eninge: I would either have 
to try to develop some equipment, which I do not have and which 
is not currently available, which would cut down my number of 
jobs that I have to offer; or 1 would have to raise the prices as of 
right now. 

If I had to go to a dollar-minimum wage I know that within 6 
months I would have to raise the other wages to some degree propor- 
tionately because someone with skills and longevity is not going to 
be happy working for the same wage that a beginner would get. 

So we would have to inflate. 

I am not going to hazard an opinion as to how much because every 
time we have raised our price it has taken us about 18 months to get 
back to the same number of pieces. In other words, we get an imme- 
diate dip in volume. 

And, while the dollar income may be as high or slightly higher, we 
are not getting any place when we run some customers off because 
then they find a way to take care of their needs and we have an awful 
time selling them back again. 

Mr. Tretter. What proportion of your employees are females ? 

Mr. Starter. I do not have the exact figure in my mind. It would 
approximate 75 percent. Our payroll record for the week ending 
March 20, 1957, shows 61.9 percent female. This number of females, 
or the percentage, shall increase with the increase in volume from 
seasonal factors. If you think the exact figure should be added, the 
foregoing gives vou accurate data. 

Mr. Trevier. There are no minimum-wage laws applicable to your 
establishment under the laws of the State of Texas ? 

Mr. Suater. No, sir; not that I am aware of. 

Mr. Tretver. Or limitation on the number of hours that females 

‘an bee mploved / 

Mr. Suarer. They are permitted to work up to 54 hours. 

Mr. Tetier. Females? 

Mr. Starer. Not more than 9 hours in 1 day. That is the regulation, 
the State regulation, as I understand it. 

Mr. Trtier. Do any of your competitors also service industrial 
plants / 

Mr. Starer. Yes, sir. There is one segment of our business that 
does not do anything else. 

Mr. ‘Triter. And they are members of your association ? 

Mr. Starter. Yes, sir. 

Mr. Treiier. They would come under the minimum wage law today. 
Is that it? 
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Mr. Starer. Yes. We have two plants there that are operating 
under the minimum wage law. 

Mr. Tetuer. Are they large plants ? 

Mr. Starter. One is not very large. One has quite a few more 
employees than we have. That is in what we term within the industry 
“linen supply,” which is more highly mechanized than a retail family 
operation, because they are processing linens which they own them- 
selves. By the very fact that they own them they standardize them, 
and you can mechanize to handle a standard item much more readily 
up to this time than you can an off-standard item. 

In other words, sheets are all identically the same although they 
may vary in size. But they can put a sheet folder on it. They can 
feed it mechanically going Livan a flatwork ironer, and they can 
fold it mechanically. 

In our plant we may get a twin bedsheet that is just a bottom sheet, 
and right in the same bundle, so it would follow behind that one, we 
will get a sheet with a scalloped edge and a hemstitched border and a 
large monogram on it, which means you have to slow down the opera- 
tion. You have to lay that into the feeding of the flatwork ironer just 
so or turn around and do it all over by hand. 

So up to now we have not been able to mechanize to the degree that 
they have. I would hazard the opinion that when they went to the 
dollar minimum they mechanized to the degree that they turned loose 
about a third of their productive group. 

Mr. Trtier. Would you say the work in the other plants that serve 
industrial establishments is more difficult ? 

Mr. Siater. No; it is not more difficult. 

Mr. Terier. Would you say that the work in your establishment, 
insofar as it requires the individualized treatment that you have 
just described for this sheet, requires greater skill and maybe more 
difficulty ? 

Mr. Starter. It is not a question of greater skill. It is just a ques- 
tion of more handwork. 

Mr. Texter. More handwork? 

Mr. SiatTer. Or more actual labor input. 

Mr. Teier. Well, do you think it fair for your employees to be 
paid so much less per hour than the emplovees employed in these 
other laundry establishments which, because they serve industry estab- 
lishments, are required to conform with the Fair Labor Standards Act ? 

Mr. Srater. It comes down to a definition of fairness. Nothing 
would make—— 

Mr. Teter. We would like to get your view on the subject. 

Mr. Starter. Nothing would make me happier than for me to be 
able to pay a lot more for any given job than anybody in San An- 
tonio or in Texas can pay. But I have the restriction of what my 
customers will pay. 

Just for an example, take the shirt operation which is our most 
completely mechanized operation, to press an average shirt. Our labor 
cost in that right now, what the girls earn, two of them working to- 
gether in a team on a unit, is 3 cents for every shirt that they produce. 
That is just the ironing of the shirt. 

There are 3 cents of the 24 that we get, or roughly 12 percent. 

These girls are able to actually make somewhere around 80 to 
85 cents an hour when they want to hit the ball. They do not average 
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that much on the whole because in San Antonio they just do not want 
to work that hard apparently. I know no other explanation for it. 

Some of my people say they do not eat enough, which would come 
back to that we ought to pay them more money. 

But these girls who live with their families are quite content to take 
home $30 when they could take home $50 using the same equipment 
they now use. 

If I had to pay them the dollar and I could not find some way to 
either encourage them to do more with the equipment that we have 
or be able to get equipment which would enable them to do more 
with the same output of effort, I would have to raise my prices sub- 
stantially. 

We have a great many people in San Antonio working for the Gov- 
ernment on a fixed wage. Taking our situation, without considering 
any other inflationary effects of a higher minimum fixed wage, if I h: ud 
to raise my price to the point where I charged 30 cents, say just for 
discussion, against the 24, there are a certain “number of my customers, 
I know from past experience, that would wear a shirt a day longer, 
which would make it more expensive. 

Mr. Lanprum. Would the gentleman yield a moment ? 

Mr. Tevirr. Yes. 

Mr. Lanprum. In connection with what you are just saying, Mr. 

Slater, and in response to an earlier question from Mr. Teller, you said 
you would have two choices if you had to go to the dollar minimum 
today. One was to find additional equipment which is not now 
available. 

Mr. Suatrer. Better equipment. 

Mr. Lanprum. The other was to increase your selling price. 

Mr. Suater. That is right. That is the only way I could offset it. 

Mr. Lanprum. If you were required today to go to the dollar mini- 
mum how much do you figure you would have to go above the 24 cents 
you are now charging for that shirt ? 

Mr. Srater. Our rought estimate on it—and it is very rough— 
would be that we would have to raise all of our prices, not just the 
shirt, about 20 percent to come out. 

Mr. Lanprum. Do you mean that you are going to have to raise 
your shirt about a nickel ? 

Mr. Stater. Yes,sir. We would have to raise cleaning and pressing 
of a man’s suit from $1.25 about one-fifth to come out because we have 
a certain area where the people are already making that wage. 

So, with a 59 percent total payroll, we w ould have to get some money 
to take care of it. And we are sure in our own minds that if there 
were no other economic factors that came to bear on it, a certain num- 
ber of our customers would not have that money to pay us. 

So the amount of dollars they would spend with us would decrease. 

Mr. Keriry (presiding). If you raised it to that amount, if you 
increased your prices by 20 percent, where would that place you com- 
petitively in San Antonio with the other laundry establishments? 

Mr. Starter. I am already as much as 20 percent ahead of them now, 
which may sot und rather strange to you. But it would put me ’way 
out unless they had to come up proportionately. The net result of such 
an operation would be that there would be some more laundries in San 
Antonio that would close their doors. Where those people would 
get jobs I do not know. 
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Mr. Lanprum. One point further, if the gentleman will yield. 

Mr. Tevuer. Yes, sir. 

Mr. Lanprum. How much would your present volume of production 
have to increase before you employed additional people ? 

Mr. Starter. Well, you mean employ additional people ? 

Mr. Lanprum. Yes, sir. 

Mr. Starer. We would actual'y expand our hows as of the current 
situation. While we have a policy of not working anybody more than 
4714 hours before we pay them overtime, through the wintertime in 
San Antonio we are not working but 414 days in the laundry depart- 
ment because we do not have enough to keep them busy. 

We have been trying to figure out some way to get something to fill 
in the end of the week. 

Before our last price raise we worked until about 10 or 11 o’clock on 
Saturday. We shrunk in tonnage as a result of our last price raise. 
So we know that if we go up some more we are going to shrink some 
more by the very nature of the fact that a large area or a very large 
segment of the popul: ition of San Antonio only has so many ‘dollars 
to spend. And if we price ourselves out of their range they find some 
other w: ay to get their laundry done. 

That builds up maybe domestic washing machine sales for not as 
desirable a job, I would say; one where household labor has to be put 
to it. And where they get to that it just means the woman of the 
house or her daughters are going to have to do some extra work at 
home. 

But if they only have so many dollars to spend, and other things 
have inflated with it, other services that they buy, they have got to cut 
that down. They cut that piece of cloth down to what it will cover. 

Mr. Lanprum. So what you are saying in answer to my question is 
this, as I understand it: Rather than employing additional people 
you would extend the hours and keep your present level of 
employment. 

Mr. Suater. Yes, sir. 

Mr. Lanprum. Unless you had a very substantial increase. 

Mr. Starer. Unless we had a very substantial increase, because as 
of now there is very little mechanization that we can turn to. And we 
have mechanized about as well as can be done because historically we 
have not spent all of the money that we made. So we would always 
have some reserves to purchase newly deve loped equipment that would 
enable us to produce better or more economically. 

I would say that 2 or 3 of my competitors out of every 4 are not 
nearly as highly mechanized as we are. That is part of the reason 
why We pay a little better wage. 

Mr. Tretter. Do you have any vacation schedule for your 
employ ees / 

Mr. Siatrer. Yes, sir; we do. We give anyone who has worked for 
us a year 1 week. After they have worked for us for 5 years we give 
them 2 weeks. 

Mr. Teviter. Do you have any sick benefits of any kind or health 
insurance ¢ 

Mr. Starer. We pay 665. percent of their hospitalization insur- 
ance, and they pay one-third. We pay for all of their life insurance. 
We give every employee who has been with us 6 months a $1,000 group 
life insurance policy, and pay for that ourselves. 
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Mr. Tevter. What is the extent of your turnover ? 

Mr. Suarer. Last year it was a little over 500 percent. The 500 
percent turnover is accurate for some of our laundry departments. 
However, in the interest of complete accuracy our total turnover per- 
centage for the year 1956 was 205.25 percent. 

Mr. Tevier. A little bit over 500 percent ? 

Mr. Starter. Yes, sir. And that is just within certain areas because 
we have other areas where there is very little turnover. 

Mr. Tetier. How many people actually qualify for the vacation 
benefits ¢ 

Mr. Starter. Last year I could not tell you exactly, but I will be glad 
to send you that exact figure. 

Out of the 112 that were on our payroll in the latter part of the 


vear—it never went above 118 last year—I know there were more 


than 70 that did. 

So our labor turnover is in a certain area of jobs. But we had over 
70 that got vacations last year. 

Mr. Teter. In what job area do you have the greatest turnover ? 

Mr. Stuarer. In the laundry, the hand finishing, and in what we 
call our flatwork department. 

Mr. Tetter. Are those the lowest paid employees there ? 

Mr. Suater. The flatwork department is. The hand finishing is 
not. But hand finishing means standing up to an ironing board and 
using an iron to touch up something that has been partially pressed 
by a press. And it is not a very productive job. And, while it is not 
our lowest paid job by any manner of means, costwise it is our highest 
cost in the laundry department. 

Mr. Tetxer Do you think your turnover would decrease if you paid 
higher wages to employees in the area of this large turnover 

Mr. Starer. We experimented with it and it did not do any good 
that we could find. In other words, we are not able to go far enough 
ahead to get out of what I call the bottom of the barrel in the labor 
market. 

Mr. Tretxer. That is all I have. 

Mr. Ketiey. Mr. Griffin ? 

Mr. Grirrin. Mr. Slater, can you live on a dollar an hour in San 
Antonio? 

Mr. Starter. A great many people do, and on less. 

Mr. Grirrin. What percentage of your employees make less than 
a dollar an hour ? 

Mr. Siater. 61 percent. You see we break into three general cate- 
gories. QOne is what we call productive, one is what we call the gen- 
eral fixed group—engineer and maintenance people, office people— 
and the third is our sales group. 

Mr. Grirrin. Now as I understand it, your sales are less than 
$500,000 a year. Is that right? 

Mr. Starter. Yes, sir; they are as of now. 

Mr. Grirrix. Do any of your competitors in San Antonio have 
sales in excess of $500,000? 

Mr. Suater. Yes, sir. 

Mr. Grirrin. In other words, if we were to pass this legislation, I 
am just wondering about the effect of it as far as the people i in that 
business that you are in are concerned. 
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Mr. Suater. It seems to me that it is completely unrealistic to take 
one of my competitors, the White Star Laundry, to force him to pay a 
dollar an hour because he is a little bit bigger than I am, and permit 
me to go along paying as I please. 

Mr. Grirrin. Would that force him out of busine ss, do you think? 
Is that realistic? 

Mr. Suater. I do not think he would last 3 years under such condi- 
tions, because it is inevitable that his selling prices would go up to 
cover his increased payroll costs. ‘Those selling prices would prob- 
ably go higher than mine. He is currently under my spree prices, 
and with the grade of work that he has done ‘historic ally, I do not think 
he could sell it for more than I sell it for. 

Of course, it might result very quickly in my increasing sales to 
the point where the volume we are discussing would be exceeded and 
I would then come under the inclusion in the proposed expansion of 
the Federal minimum wage. But then I would be in the untenable 
position he would be in in the first instance because down the street 
would be somebody with 30 or 40 employees doing maybe $150,000 
to $200,000 a year, and it would be a long time before he reached 
an annual volume of $500,000. But then I would be in the untenable 
position of trying to produce something and sell it at a price that 
he sold it for, and under current conditions I do not think I could 
do it, just like I do not think that my first mentioned competitor as of 
today could do it successfully. 

Mr. Grirrtxn. Do you know how much carpenters make in San 
Antonio, Tex. ? 

Mr. Starer. No. sir, I do not. I know what an electrician makes. 

Mr. Grirrtx. How much ? 

Mr. Sxater. $2.85 an hour. 

Mr. Grirrin. I think that is all. 

Mr. Ketiey. Mrs. Green, do you have any questions ? 

Mrs. Green. No. 

Mr. Ketixy. Mr. Graham? 

Mr. Granam. Mr. Slater, I did not quite get your figure on this 
shirt-ironing machine. You said you had a team of two girls. 

Mr. Siater. Two girls. 

Mr. Granam. And they get how much? 

Mr. Suater. They get 3 cents for every shirt they produce. 

Mr. Grawam. That is 11/ 4 cents apiece ? 

Mr. Starter. 114 cents apiece. In other words, the shirts are 
counted. They work as a team and they are allotted 3 cents. 

Mr. Granam. What is their average production rate per hour? 

Mr. Stater. We hope to keep it at 50. 

Mr. Granam. What is the average throughout the country at othe1 
places? 

Mr. Suarer. I have seen the same units produce 65 consistently. 

Mr. Granam. In other words, the production may have some rela- 
tions! Lip to the individuals engaged in it? 

Mr. Starter. It definitely does. 

Mr. Grauam. Therefore, an increase would not necessarily step up 
your production ? 

Mr. Starter. No, sir, because they are on a base now that if they 
want to produce 50 shirts they will make 75 cents an hour. If they 
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want to produce 60 shirts they will make $1.80 an hour, which would 
be 90 cents an hour per person. 

Mr. Granam. Did you say you did no industrial work ? 

Mr. Suarer. None w hatever. 

Mr. Granam. The margin on industrial work is 25 percent as I 
understand it. If you do over 25 percent of industrial work you 
lose your exemeption. Is that not correct? 

Mr. Starter. Yes, sir. But that has not been the thing that entered 
into a approach to it. 

Mr. Grauam. No, sir, but what I am getting at is this: in your 
mind are there many family laundries that do o4 percent industrial 
work ? 

Mr. Starter. There are quite a number. Of course, they are shrink- 
ing in number. 

T have here a list of a group of laundries that have gone out of busi- 
ness. The mortality rate in the highly industrialized areas of laundries 
during the past few years has been extremely high. 

Mr. Grauam. The reason I asked that question is that there are some 
industrial laundries, as I understand it, that would try to eliminate 
that preexemption feature. 

Mr. Suater. Well, you have had this approach which I am aware of, 
where a man who was doing a little bit over the margin on industrial 
laundry would get hold of another plant that was in trouble and throw 
all of his family work into that, and then mechanize the industrial 
plant and let it be under the wage-and-hour coverage. There has been 
quite a bit of that develop around the country. 

Mr. Granam. Do you operate any branches? 

Mr. Suater. Not as such. 

We last year started what we call a package dry-cleaning plant, 
which is a separate corporation for quick-service dry cleaning. 

Mr. Granam. You do not operate any of these laundromats or any- 
thing? 

Mr. Starter. None. 

Mr. Granam. That is all, Mr. Chairman. 

Mr. Ketiey. Mr. Slater, are you here speaking for the laundry in- 
dustry generally or just for yourself ? 

Mr. Starter. I am speaking for myself. 

Mr. Keuiry. All right. 

Mr. Starer. My approach to this is not entirely consistent with a 
great many people that are in the industry. 

I do not know whether you were here when I made the statement 
that if you pass this law I do not think you would put me out of busi- 
ness. 

Mr. Ke.iry. a ou say it would put you out of business ? 

Mr. Starer. I do not think so. I am egotistical enough to think I 
could figure out some way to work with it. Iam not here to say, “Don’t 
put me out of business.” I am here to say what I have said in this 
statement. 

T believe that this proposed legislation will cause a very serious re- 
cession, if not a depression, and that I do not want because that would 
hurt me. 

Mr. Ketiry. We thank you very much on behalf of the committee, 
Mr. Slater, for appearing here before us today. 

Mr. Suater. Thank you, sir. 
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(Exhibit 1 referred to earlier in witness’ testimony follows :) 


ExuHipir No. 1 
[From the New York (N. Y.) Times, March 10, 1957] 


Living cost rise laid to services, rent, and transit—prices of foods and goods 
are found to be in general no higher than in 1952—popular idea disputed— 
belief that unions and big business are main inflation causes held unwarranted 


(By Edwin L. Dale, Jr.) 


WASHINGTON, March 9—Whether the talker is President Eisenhower, the 
ordinary housewife, a Congressman or a professional economist, Americans today 
are hearing the same version of what has been happening to prices. 

The current folklore centers on two beliefs: 

1. That the only reason prices were stable from 1952 to 1956 was that food 
prices were down while industrial prices were up. 

2. That the reason for the reputedly steady rise in the price of things other 
than food is that labor unions push up wages and big corporations push up 
prices. 

Examination of the item-by-item details of the Government's cost-of-living 
figures discloses that the first popular belief has no validity at all and the 
second has validity, if at all, only in a remote sense. 

The facts about what has been happening to prices in the last 4 years, even 
allowing for the price rises of 1956, are surprising. 


PRICE AVERAGE NOT UP 


Prices of goods—things other than food—are on the average no higher today 
than they were 4 years ago. Retail prices of manufactured goods as a whole 
were falling, not rising, from 1952 through 1955. They did rise, by a little, last 
year. 

This generality holds for almost all goods. The only goods that are markedly 
higher in price today they were on the day President Eisenhower took office, 
according to the Government’s figures, are home-heating fuel, gasoline, cigarettes, 
and alcoholic beverage. And of these, the rise in prices of gasoline, cigarettes and 
alcoholic beverages reflects mainly increases in Federal, State and local taxes. 

There have been slight rises over the 4-year period in such things as new 
automobiles, toilet articles, and newspapers. But the whole range of clothing 
and apparel is virtually unchanged in prices, as are other items, such as tires. 

There has even been a decline in prices, over the 4-year period, of appliances, 
furniture, homefurnishings, used cars, television and radio sets, toys, and 
sporting goods. 

The prices in question are those actually paid, not list prices. The Govern- 
ment, too, is aware of discount houses and high trade-ins. 

Counting the relative importance of various items in the average family’s cost 
of living, the things it buys in the shops cost the family about the same today 
as they did 4 years ago. They would cost less but for the rise in sales taxes, 
which have nothing to do with underlying prices. 


FOOD PRICES LOWER 


The price of food, despite a 3 percent rise last year, is still a shade lower than 
it was at the end of 1952. 

The real villains—the prices that actually have been going up all along—are 
the prices of “nongoods.” This term covers services, public transportation, rent, 
and utilities. 

And the key point about these areas is that, for the most part, there simply is 
no big problem of a union and no larger corporation. Moreover, the Govern 
ment has price control in effect in transit fares and utilities. 

Over the entire range of nongoods price by the Government, only a single 
one—the cost of automobile insurance—has declined in the last 4 years. The 
list of increases is almost endless. 

Auto repairs—up 15 percent. 

Rail, bus, and rapid-transit fares—up 20 percent. 

Medical care—up 15 percent. 

Laundry—up 11 percent. 


FAIR LABOR STANDARDS ACT 163 


Haircuts—up 14 percent. 
Beauty-shop services—up 12 percent. 
Local water rates—up 385 percent. 
Auto-registration fees—up 14 percent. 
Movie admissions—up 20 percent. 
Gas and electricity—up 6 percent. 
Telephone rates—up 2 percent. 
Domestic service—up 10 percent. 
Radio-TV repairs—up 25 percent. 
Rent—up 12 percent. 

Mortgage interest—up 30 percent. 





MANY ITEMS EXCLUDED 


This list does not include, because the Government does not price them, such 
major nongoods items as the cost of a college education, the price of hotel rooms, 
and the many costs of vacation trips. But everyone know what has happened to 
those prices. 

How much do all of these “non-things” account for in the average family’s cost 
of living? By the Government’ reckoning—even with the aforementioned costs 
left out—they come to about one-third, or far more than is generally realized. 

The average family according to the Government’s figures, now spends about 29 
percent of its total consumption expenditures on food, 37 percent in the stores 
for things, and 34 percent on non-things. 

The real truth about the last 4 years now begins to become apparent. Up to 
1956 the price of food and the price of things in the stores were both falling. 
Prices in that one-third of the cost of living represented by nongoods were rising. 
The two balanced out and the cost of living was steady. 

In 1956 food prices turned around and rose a little. So did the price of things 
in the shops for the most part (though this may very well be temporary). Neither 
reached their former peaks, but they did rise. And nongoods kept right on rising. 
Thus the overall cost of living rose almost 8 percent. 

What conclusions can be drawn from these facts? 


ARGUMENT DISCOUNTED 


The first is that the big-union, big-corporation, high-wage, high-profit argument 
has very little direct relevance to the cost of living of the average family. As 
will be seen, there probably is an indirect relation, but that is all. 

For example, though it may seem surprising, the price of steel could practically 
double and the cost of living would hardly show it. Between 1951 and 1955 the 
price of steel rose 14 percent, but the price of household appliances—washing 
machines and the like—actually declined by 18 percent. 

There are several reasons for this. A major one is retail competition. Another 
is new machinery and automation, along the various stages of manufacture and 
distribution. In general though statistics are sketchy, wage increases in industry 
have not seriously outpaced productivity. 

Thus, with some exceptions, the places where unions make their “bite” and 
where big corporations make their big profits are not the places that push up the 
ordinary family’s living costs. 

Big business and big labor have been blaming each other for the rise in prices. 
It appears that both are wide of the mark. 


WHY RISE OF NONGOODS 


The second conclusion is really a question. Why have the prices of nongoods 
risen so much and so steadily (they have gone up every single year without inter- 
ruption since 1942) ? 

There are no certain answers, but the Government’s experts generally cite 
two theories: 

The first is that these prices are still catching up to the precipitous increases 
in the price of goods, both food and nonfood, between 1945 and 1952. It is cer 
tainly true that, compared with levels before the war, goods prices are still 
higher than the prices of nongoods, even though goods prices have leveled off and 
even fallen a little since the end of 1951. 

This theory is obviously right for some items such as rents. If it is generally 
correct, then perhaps we can expect an end to the spiral some day, when the 
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eatching-up process is complete. Certainly there is every reason to be hopeful 
that the retail price of goods can be held fairly steady—some up and some down. 
The other theory is more technical and less comforting. 


THE CLASSIC EXAMPLE 


Expressed in economists’ terms, this theory holds that, in the nongoods area 
as a whole, capital investment and new machinery cannot greatly improve the 
productivity of labor, or at best can improve it far less than in manufacturing. 
But these areas, at a time of full employment, must pay wages at approximately 
the prevailing rate to keep workers. Thus costs and prices must rise. 

The barbershop is the classic example of this theory. Since the electric clip- 
per, there has not been any new piece of machinery that speeds up the barber's 
work so that he can cut more heads of hair in a day. But his wages must and 
should rise gradually along With rising standards of living in the society. Thus 
the price of haircuts must keep rising. 

This, it can be argued, is the indirect effect of labor union drives for higher 
wages. They push up general wage scales, requiring higher wages for barbers 
and bartenders, domestic servants and garage mechanics. 

No doubt this has some truth in it. But unions retort that where produc- 
tivity rises, as it does in manufacturing where unions have their greatest strength, 
wages rightly should go up. Both unions and businessmen are agreed that, over 
time, our society should produce higher pay and higher standards of living for 
everybody, without rising prices. 

The trouble is that our society, more than any other in all history, spends its 
money on nonthings—the areas where, it appears, productivity does not and 
cannot rise as fast as in the production of goods. 

There are many exceptions, of course. In such areas as electric power pro- 
duction and telephone service productivity has risen very rapidly, fully as fast 
as in manufacturing. But in the area of services, in particular, commonsense 
indicates that productivity increases must lag behind those in manufacturing 

If they do, then the prices of these services must continue to creep up, particu- 
larly if we maintain reasonably full employment. 


GOVERNMENT COSTS 


There is a related point. It will be noticed that some of the sharp rises in 
prices have been associated with rising costs of State and local government 
the increases, for example, in cigarettes, gasoline, alcoholic beverages, auto 
registartion fees, and local water fees. 

The cost of State and local government rises in part because they try to do 
more, but it also rises for the same familiar productivity reasons as the cost of 
haircuts. How does one improve the productivity of a policeman or a fireman or 
a schoolteacher? Yet these people, too, must be paid higher wages as general 
standards rise. 

All this shows why the productivity theory of what has been happening to the 
prices of nongoods is less comforting than the first. If this theory is correct. 
it indicates that the real reason for the recent creeping rise in the cost of living 
has little to do with the classic reasons nor with popularly held beliefs. 

It has to do strictly with changing patterns of consumption. With a standard 
of living like America’s, this changing pattern bring nongoods into major prom- 
inence in the cost of living. 


Mr. Keuiry. Is Mr. Carter in the room representing the National 
Retail Furniture Association ? 
Mr. Carter. Yes, sir. 


STATEMENT OF ROBERT E. CARTER, CHAIRMAN, GOVERNMENTAL 
AFFAIRS COMMITTEE, NATIONAL RETAIL FURNITURE ASSOCIA- 
TION 


Mr. Keiury. Mr. Carter, you have a pretty lengthy statement. 
Mr. Carter. I am not going to read that statement. 

Mr. Kerziey. You are not? 

Mr. Carter. No, sir. 
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Mr. Kexiey. That pleases the Chair. 

Not that we want to handicap you. 

Mr. Carter. I understand, sir. We knew that it was long, and I 
just have a brief summary that I would like to go over, if you do not 
mind, sir. 

Mr. Ketxiey. If you will identify yourself for the reporter, you may 
proceed. 

Mr. Carter. With me is Mr. Derek Brooks, our Washington repre- 
sentative for the National Retail Furniture Association. 

[ am Robert E. Carter, a retail furniture merchant from Baltimore 
and Towson, Md. I have two stores. I appear as chairman of the 
Governmental Affairs Committee of the National Retail Furniture 
Association, which was founded in 1921. I speak in behalf of the 
owners of approximately 8,500 furniture stores represented by the 
National Retail Furniture Association. 

And of course, as I indicated, we have prepared a formal statement, 
and I would like to summarize it. 

The annual retail sales of furniture and homefurnishing stores in 
the United States are in excess of $5 billion. The industry employs 
approximately 227,000 people. 

We contend that the retail furniture business, like other retail 
trades, should remain exempt from the Fair Labor Standards Act. 

When vie re in light of the policy declarations of the act, condi- 
tions in our business do not in our 
legislation. 

The detrimental labor conditions with which the act deals do not 
exist to any extent in the retail furniture trade. Furthermore, we do 
not seek to perpetuate substandard conditions of employment in the 
retail furniture business. 

In our opinion, the proposed legislation would serve no significant 
purpose in our trade because of our high wage levels. 

We also favor retaining the ret ail exemption because we do not 
think it is good government to require purely local business firms to 
do by Federal law what they are already doing voluntarily. 

There is also the factor of setting precedents, We are not opposed 
to the bill solely on the grounds of the relatively few retail furniture 
businesses that would be directly affected, nor are we opposed on ac- 
count of the very small proportion of employees now earning less than 
a dollar an hour. But we are most alarmed that the precedents will 
be set for all retail furniture stores. 

We further feel that you are dealing with a matter which has more, 
than constitutional and humanitarian aspects. This is also an eco- 
nomic question. Before altering the law it should be clearly demon- 
strated that new legislation is necessary on economic grounds, and that 
it will achieve a good, not a bad, economic result. 

We hold that this cannot be demonstrated with any degree of con- 
viction for the retail furniture business generally. 

Take, for instance, the question of wage levels. Where valid surveys 
have been made it has been shown that wages in the retail furniture 
business are already generally well above State and Federal 
minimums. 

For instance, in the Ohio survey made by the Ohio State Depart- 
ment of Industrial Relations in 1955, it shows that 94 percent of the 
men and 72 percent of the women in retail furniture stores made more 
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than $40 per week. And I have attached a survey to our formal 
statement which will show these figures. 

The New York State survey also made in 1955 by the New York 
State Department of Labor shows the 86 percent of all furniture store 
employees in metropolitan New York earn more than $40 per week, 

The figures in our prepared statement de:nonstrate the small pro- 
portion of retail furn! ture employees who, 2 years ago when the Fed- 
eral minimum wage was 75 cents, were earning less than $1 an hour 
in these 2 States where valid statistical surveys were made of relative 
wages and hours. 

It should also be pointed out that the retail furniture store employee 
is a year-around worker; he is not periodically laid off as in manu- 
facturing. Manufacturers may pay higher hourly rates, but often 
their people are employed only 3 or ¢ t days per week. Comparisons 
based on hourly rates should not be ths sole basis for judgment, we 
think. 

The true value of retail hourly wage rates must be judged in terms 
of stability of employment, actual hours worked and total earnings 
during the year. Besides, most workers in the retail furniture busi- 
ness are paid on a salary or commission basis or on a base guaranty 
per week, not on an hourly-rate basis. 

It should also be noted that the retail furniture trade adapts itself 
to the wage rates of the community. Salary scales vary by size of 
city, cost of living and the cost a working within the area. This is 
the most significant factor. It is being taken into account by the 
Bureau of Labor Statistics in the survey of wages ver hours in re- 
tailing, now being made, because of its importance in relation to 
wage levels. 

We contend that there is a solid economic justification for this dif- 
ference, largely on on the difference in cost of living and cost of 
working in the big city as compared with the smaller communities. 

I would like to draw your attention to some differences between the 
pattern of working hours in furniture stores and furniture retailing 
and, for instance, manufacturing. The Fair Labor Standards Act 
seems to us to have been designed with manufacturing operations 
primarily in mind. Retail wage and hour patterns are not the same 
as manufacturing. Retail customers do not buy on an 8-hour pattern. 
A retail store must be open for the convenience of its customers, Con- 
sequently, as you know, a good deal of standing around is done by 
the retail sales employees in furniture stores. Retail hours may be 
longer than industrial hours, but the circumstances are quite different. 
Retail store hours must be flexible to meet the shopping needs of the 
public. Few furniture retailers can estimate what the day’s floor 
traffic will be. Thus, for furniture floor salesmen many hours are 
not fully productive. They spend their time in waiting or prospecting 
except in the busy seasons. Because of the irregular flow of trade 
during the day and the seasonal nature of the business, salesmen m: iv 
spend : as much as half the d: ay waiting for customers to come in. 

This isedehen flow of customers, as contrasted with the rerulated 
flow of supplies and materials in manufacturing, is most significant. 
It is the customer, not the employer or the salesman who really sets 
the pattern of retail hours. The salesman sees the customer at the 
time the customer says is convenient; not the time that suits the con- 
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venience of the salesman or his employer although we wish it were so. 
This is quite a different situationfrom manufacturing. 

In manufacturing the time at which the work is done is readily 
controlled. Eight hours of work on 5 days a week are readily 
scheduled. 

These differences then between the pattern of working hours in re- 
tailing and manufacturing lead us to ask why, if each of these sep- 
arate and distinct segments of the economy have developed arrange- 
ments for working hours and earnings which are different but suited 
to their particular circumstances, there would be a determination to 
force the pay method of manufacturing on a retail operation. _ 

It should also constantly be kept in mind that the retail furniture 
selling is a creative job. This makes it difficult to set any definite 
limits on working hours. The salesman does not stop when the sale 
is half made or in the middle of the sale just because the whistle 
blows. Because he must adapt to the conditions as he finds them, the 
retail furniture salesman is paid for the job and his volume of sales 
rather than the hours he puts in. 

The Ohio survey shows that 70 percent of the men in the retail 
furniture business work more than 40 hours in the week and 39 per- 
cent of the women work over 40 hours. And I do not know how to 
make a living in the retail furniture business without working more 
than 40 hours. 

It seems to us that this demonstrates that there is some sound 
economic reason for the pattern of work hours in furniture retailing. 

We have pointed out that attempts to bring retail furniture busi- 
nesses under Federal wage and hour control] have no economic justi- 
fication in terms of the excellent level of wages and earnings in our 
trade. We also feel deeply that our Constitution should not be 
stretched by definitions of the commerce clause which attempt to de- 
velop a constitutional basis for extending Federal control to local 
and State activities when such Federal control is not remotely justified 
on economic grounds. 

We strenuously object, for instance, to the idea that a retail busi- 
ness is considered to be in interstate commerce because it receives goods 
from other States to sell, locally as is proposed by Labor Secretary 
Mitchell. 

Furthermore, retail wage rates do not cause unfair interstate com- 
petition. Retail wages, for instance, in Baltimore do not affect retail 
wages in Boston or Pittsburgh. 

In our opinion, the only differentiation between retail furniture 
stores which makes any sense at all is for local governments and 
States to regulate retailing by size of community. This view is con- 
firmed by the action of nine States which considered a statewide 
minimum to be impracticable, and, instead established minimum 
wages varying according to the size of the communities. 

Furthermore, we would like to know how one can conceivably de- 
velop a practical system of paying overtime premium pay to em- 
ployees who work on a commission basis and who are oni primarily 
for the sales they make rather than the hours they put in. 

The commission salesman is paid and wants to be paid for what he 
sells rather than for the hours he works. If the overtime pay pro- 
visions of the act is applied to salesmen on commission the whole 
incentive system of selling could be destroyed. 
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Therefore, the National Retail Furniture Association respectfully 
recommends that your committee: 

One, reject all proposals to bring retail stores under coverage of 
the Fair Labor Standards Act. 

Two, leave to the State and local governments the question of any 
necessary regulation of wages and hours in retail stores. 

Gentlemen, thank you very much. 

If there are any —— I would be very happy to answer them. 

Mr. Ketiey. Mr. Carter, if legislation were passed including the 
retail furniture stores, it does not seem to me i/rom your statement t here 
that it would make a great deal of difference to you. You pay now 
so that 89 percent get a dollar or more. Is that what you said? 

Mr. Carrer. That is correct, sir. However, there is a big question 
on this overtime, No. 1; and, No. 2, the situation of the records 
that would be necessary to be kept, and the proving of this situation 
as we go along. 

In my own store only 1 employee out of 29 would be affected. And 
that situation under our normal plan will be corrected by the time the 
law is in effect because of our normal raising arrangements. 

Mr. Ketter. How many of the employees of the furniture stores are 
organized ? 

Mr. Carrer. Very few. 

Mr. Kettey. Pardon me? 

Mr. Carter. Very few. You are speaking of labor organizations? 

Mr. Ketiey. Labor organizations where you arrive at the rates you 
pay, the wages and hours, by collective bargaining. 

Mr. Carrer. We have very few, sir. Asa matter of fact, the only 
area in which they are at all organized is in a very few of the larger 
stores in the Warehouse and Teamsters Union. And there, for in- 
stance, in Baltimore there are only about 5 stores out of 70 who are 
under contract to their employees. 

Mr. Kerrey. You talk about your salesmen. Are they salesmen 
that are supervised, or are they outdoor salesmen 4 

Mr. Carrer. Well, we have supervision. We do not allow a sales- 
man to run of his own volition. He is supervised and trained and is an 
integral part of our whole philosophy. 

Mr. Kettxey. That is what I mean. That is what I am trying to 
find out. 

Mr. Carter. That is right. We do not have a salesman who comes 
in and produces on his own merit the way he feels that he wants to do 
it. We supervise him constantly and require him on his assignments 
of time 

Mr. Keniry. He is supervised ? 

Mr. Carter. That is right. 

Mr. Keitiry. Mr. eerie 

Mr. Lanprum. Mr. Carter, under Secretary Mitchell’s proposal, 
the administration saesendl coverage would be extended to those 
retail establishments which had a combination of $1 million in gross 
purchases for resale and 100 employees. How many of your estab- 
lishments would be affected by this proposal of Secretary Mitchell ? 

eset Carter. I would be guessing if I tried to be positive. I would 

: possibly 10 to 15 or maybe 10 percent. I am guessing really on 
that. We figured out that approximately 125 retail businesses 
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Wait a minute now. That is with 100 employees or more? 

Mr. Lanprum. And $1 million in gross purchases. 

Mr. Carter. Yes. $1 million volume, of course, is not uncommon 
in the retail business. The 100 employees might be somewhat more 
difficult. 

I would say that most of the stores doing around a million dollars 
would employ somewhere between 40—and I am guessing now— 
40 to 80. 

Mr. Lanprum. Is there any way you could supply an accurate 
figure ? 

Mr. Carter. Yes. 

We make a survey, incidentally, which will be published in the next 

30 days, known as the National Retail Furniture Operations Guide. 
It is a contributory arrangement whereby all of our members con- 
tribute by size of store, showing basic profits, costs of different com- 
modities, and labor. And that would show you that and give you a 
cross-section. i 

Mr. Lanprum. I believe the committee would like to have that, Mr. 
Chairman. 

Mr. Ketitry. Without objection, we will accept it for the record. 

Mr. Carter. Fine. We will be glad to see that you get it. 

Mr. Lanprum. And the question is this: First, how many estab- 
lishments would be affected with those criteria set up by the Secre- 
tary: and, secondly, how many employees? 

Of course, you have got to use a combination of the two. 

Mr. Carrer. I am going to use the same terms that the Secretary 
used—“affecting commerce.” 

You say would be affected. Everybody would be affected because 
even the small store would have to raise. 

Mr. Lanprum. I mean would be covered and come under the act, 
who are not now covered. 

Mr. Carrer. I cannot give you an accurate estimate, but I would 
guess 10 percent. 

Mr. Lanprum. Now, then, one further question along the same 
line. 

Mr. Suffridge, president of the Retail Clerks International Asso- 
ciation, AF L-CIO, suggested a different criterion, and that is an es- 
tablishment havi ing $500,000 in gross sales irrespective of the number 
of employees. 

Mr. Carter. I am familiar with that. 

Mr. Lanprum. How many of your furniture establishments would 
come under coverage by that criterion, and how many employees would 
come under then who are not now ? 

Mr. Carter. A great many would come under the $500,000 classifi- 
cation. How many employees would be a difficult question to answer. 
But I would come under it at $500,000. My volume is between $500,- 
000 and $600,000. You see furniture is a big ticket item. 

Mr. Lanprum. How many employees do you have, sir? 

Mr. Carrer. Twenty-nine. 

Mr. Lanprum. Twenty-nine? 

Mr. Carrer. That is right, counting myself. 

Mr. Lanprum. I believe you said only one of the 29 now earns less 
than $1 an hour basic pay. 











170 FAIR LABOR STANDARDS ACT 


Mr. Carter. That is right. Only one person would be affected at 
this particular time. But by the end of this year that individual will 
be making $40 a week anyway. I mean on our basis we start at $30, 
and at the end of the year this person or this job pays $40. And that 
would be the only person. 

But we also would be affected very seriously by this time-and-a-half 
situation. 

Actually if I wanted to say that this one person made over $40 I 
could say so right now because I made a note here when Mr. Teller 
asked a question before as to how much time off, how much in vaca- 
tions, discounts in purchases, insurance benefits and clothing benefits 
are involved. We happen to supply this individual with clothing, a 
uniform. 

It happens to be a porter. 

Mr. Lanprum. You mean work clothes? 

Mr. Carter. Work clothes. . Well, they are pretty dressy, too. You 
see them walking around the streets with them on. They wear them 
pretty much all the time. 

The point is that these benefits also expand those earnings. 

In addition to that, we in our organization do not try to work any- 
one over 40 hours. In fact, none of our office personnel work over 40 
hours; none of our truckdrivers, helpers, or warehousemen work over 
5 daysand 40 hours. If they work the sixth day they are paid straight 
time. Butitisa voluntary situation. We use it asa slightly different 
arrangement. 

If we feel that a girl in the office or a man in the warehouse has 
shirked his work to stretch his work to the sixth day we won't let him 
work. 

Mr. Lanprum. For the salesmen you have on commission, how do 
you arrive at their base pay 

Mr. Carrer. We pay him a percentage of his sales— 

Mr. Lanprum. That is not his base pay. 

Mr. Carrer. Yes; that is all he gets, isa base pay. He has a draw- 
ing account which he needs for groceries every week. But once a 
month he gets a percentage of what he sold and, in our organization, 
what is collected. 

Mr. Lanprum. Suppose he does not sell enough to meet that drawing 
account ¢ 

Mr. Carrer. That condition is not very prevalent after the first 
month because if he doesn’t, we only allow him to draw what he needs 
and he is unhappy and dissatisfied, and he will leave of his own voli- 
tion because we are not going to pay him a salary that would let him 
live comfortably on it even in his own particular situation. 

Mr. Lanprum. So he has got to sell in order to live? 

Mr. Carter. Sure. And he must stay within his drawing account. 
It can never run more than 85 percent of what his estimated earnings 
will be for that month. 

We have to have some push behind him. Otherwise the fellow 
would sit back and say “Well, I am going to make $80 or $90 or $100 a 
week. So it doesn’t matter.” 

Mr. Lanprum. How much would you need to increase the price of 
an occasional chair or dining-room table in order to take care of this 
proposition ? 
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Mr. Carrer. It all depends on the time-and-a-half provision. I do 
not think that we would have to raise the price of any commodity in 
our pi articular store based on the $1 an hour. However, there are some 
complic ations when you get into this time-and-a-half situation at the 

salesman’s level and at the sales-producing e mployee’s level. 

For instance, we even compensate our truck drivers not on a commis- 
sion but a bonus arrangement. We mail a card to the customer when 
she purchases, and she returns that card. What she says on that card 
aifects that man. 

Mr. Lanprum. Not as to his base pay 4 

Mr. Carter. No. In respect to his bonus. And at the end of the 
month we have this check sheet, and if he is being sloppy, in his work 
he just doesn’t get his bonus which may be $10 or "$20 or $25. And it 
keeps them on their toes, and they know it. 

Mr. Lanprum. Thank you, Mr. Chairman. That is all. 

Mr. Kexiny. Mr. Teller? 

Mr. Trtier. I am interested in your views on the Constitution in 
relation to the commerce clause. 

\s I understand it, you believe that the Constitution should not be 
stretched ? 

Mr. Carrer. That is correct. 

Mr. Tre.ier. So as to authorize an act or a wage-and-hour law which 
would apply to any real establishment. Is that right? 

Mr. Carrer. Say that again, I think I can say yes to that. 

Mr. Trititer. You do not think we are constitutionally authorized 
to enact any legislation applicable to retail establishments. Is that 
your view ? 

Mr. Carrer. I think so. Yes. 

i am not an attorney on this clause, but this “affecting commerce” 
is What disturbs me. 

Mr. Trevier. I see. 

Mr. Carrer. The wording, as I understand it, emanates out of the 
Taft-Hartley wording. And, of course, this goes much further. 

“Any act ivity alleeting commerce.” What doesn’t affect commerce ? 

Mr. Treuier. Isn’t that the exact language of the Taft-Hartley Act? 

Mr. Carrer. Is it or isn’t it the exact language? 

Affecting and competing in commerce. 

Mr. Terrier. There is an additional phrase in the Kelley bill to 
the effect that any industry competing with another industry affecting 
commerce comes under the act or under the proposed Kelley bill. 

Leaving that aside—affecting.commerce, to which we have become 
accustomed—is it not true that if you import your furniture from out- 
side the State to the extent of a million dollars that your |: bor relations 
would come under the Taft-Hartley Act? All your retail labor 
relations would come under the Taft-Hartley Act today ? 

Mr. Carrer. I believe that is true. 

Mr. Teuuer. So that, so far as using “affecting commerce” is con- 
cerned, this Congress is authorized by the Constitution to extend its 
minimum wage law to retail establishments; is it not? 

Mr. Carrer. I think that it has the power to do it. That is right. 

rv Tetter. Well, you say it has the power to do it. 

As IT understand your view, you do not believe that Congress should 
= lle in local matters solely because of the fact that you import 
goods from outside. Is that right? 
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Mr. Carrer. That is correct. 

Mr. Teter. Now suppose New Jersey were to pass a law forbidding 
any of its goods to go into New York. Where would you go running 
to prevent ‘New Jersey from doing that? Wouldn’t you come running 
to the C eee 

Mr. Carter. Not having thought about it previously, I suppose that 
would be one of the avenues to e xplor e, yes. 

Mr. Teiier. It is because of the commerce clause that that kind of 
embargo cannot be imposed against New York or your store? 

Mr. Carrer. That is right. 

Mr. Tetier. Do we not have a legitimate interest in the minimum 
wages paid by your establishment ? 

Mr. Carrer. Yes, to that degree you do. Or in that degree you do. 

Mr. Teiiter. Now we get down to the economic facts here. 

Mr. Carrer. Right. 

Mr. Tetter. Do you not think we ought to? 

Mr. Carter. Right. I was hoping you would come to it. 

Mr. Terzer. I would be very happy to come to it. And, of course, 
we are all concerned here about the effect of our deliberations upon 
small-business enterprise 

As I understand it, the minimum wage law does not trouble vou at 
all. It is the 40-hour-a-week aspect which causes you more concern ? 

Mr. Carrer. Right. In my particular store that is true. There 
are some minority situations where that may not be true. 

Mr. TrexiEr. Before we come to that and before we leave the con i 
merce angle, I would like to comment upon that part of your testi- 
mony where you advocate that the matter be left to the Sta ates. 

Do you have available or has your research led you into an ar ialysis 
of the various States which have minimum-wage laws a upplicable to 
retail stores ? 

Mr. Carrer. Yes. 

Mr. Tretier. Are there many such States? 

Mr. Carter. 23. 

I am not sure of that number. Twenty-odd I will say. 

Mr. Trenier. Under these minimum-wage laws of some of the 
States do such laws carry with them a limitation on the workweek ? 

Mr. Carrer. I do not think we can answer that truthfully. We 
do not have the answer to that exactly. 

Mr. Teter. Is it not true that under the New York minimum- 
wage law or least-wage orders issued under the New York minimum- 
wage law there is a limitation of a 40-hour workweek for retail 
establishments ? 

Mr. Carter. That is right. New York does have the law. That is 
right. 

Mr. TEwLer. Have you investigated the effect of that law upon 
retail furniture stores ? 

Mr. Carrer. Yes; we have. 

Mr. Teuier. Have you been able to live under the law? 

Mr. Carter. Yes; we have. 

Mr. Texter. And it has a 40-hour-a-week limitation / 

Mr. Carter. Yes. They have been able to live under it. That is 
correct. We have some members whom we have consulted in that 
area who have given us the benefit of their experience. 
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Mr. Teter. And has it caused any substantial dislocation, or has 
it caused problems to arise which you have found insurmountable 
in any way ? 

Would you want to tell us about that 2 

Mr. Carrer. May I answer that in a slightly different vein, in this 
way: The New York law takes into consideration areas of the State 
as a very important part of that law, and it delineates between size 
of community and size of area and the trading population and so 
forth. 

Now within the State of New York, with which I am sure you 
are familiar, it is a pretty big place and it goes from one lake to an 
ocean. They have recognized this factor. 

To further answer your question, we cannot under the same type 
of thinking know how the Federal Government could apply that 
same principle on a nationwide basis. How can an establishment as 
wide as the United States is regulate a store in Minnesota or Michi- 
gan on the same basis as Maryland or other places? 

That was minimized to some degree in New York by those separate 
clauses, and I think it is in three parts. So it does show that there 
are problems in this area. And that would be the problem that would 
confront us with a Federal] bill. 

Mr. Terier. It is your view that a State law could more finely 
deal with the local problem than a generalized Federal one? 

Mr. Carter. I think so. And I think New York has endeavored 
to do that. 

Mr. Tetter. What is the actual situation in regard to a 40-hour 
week in retail stores in the furniture industry? Is there a complete 
disregard of the 40-hour week? Or has some of the 40-hour-a-week 
mentality created by the Fair Labor Standards Act in manufacturing 
plants spilled over into retailing ¢ 

Mr. Carrer. I think it is a question of the employment situation 
in that particular community. May I use Baltimore as an example? 

We are highly — ialize a, as you are well acquainted. We have 
steel and cop per and all the big manufacturing plants. Now when 
we go into the labor market for an office girl there just are not office 
girls that live on this side of the street that work in manufacturing 
plants and ones on that side that work in other types of establish- 
ments. So we are competing with them for these people, and there- 
fore we must meet their standards, or else we do not get them. 

We get some people who would rather work in a retail store. That 
is true. There are many women who would love to work in a depart- 
ment store, for instance, for the discounts they get, especially if they 
have a large family. But those are fringe benefits which attract 
people to our industry. 

Definitely the industrial area makes us meet their competition. 
Our big difference, I would say again, comes in the sales and sales- 
producing area. For instance, there is a young man in my organi- 
zation who is very anxious to earn, and we can’t send that fellow 
home. He is an eager beaver, so to speak, so far as selling is concerned. 

flow would we handle a person like that? Do we want to say, 
“Look, you can’t work after so many hours because we don’t want 
to get involved in this”? 

Mr. Terter. We make no such proposal. You can work him as 
many hours as you want. An eager beaver, as you call him, or some- 
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one of that kind would certainly earn his keep at time and a half, 
double time, and all kinds of time. 

Mr. Carter. That is right. 

Mr. Lanprum. Would the gentleman yield at that point? 

Mr. Teier. Yes, sir. 

Mr. Lanprum. As to overtime and noting your anxiety about its 
application, how would you feel if the overtime applying to you 
were 114 times the minimum hourly rate, say of $1, rather than 11%4 
times the base which you pay ? 

Mr. Carrer. Well, basically and honestly, most salesmen would 
more than cover that. I must admit that. I do not think we have 
any salesman that would not cover that. 

By the same token, we have got to sit down and establish that, and 
we have got to come to the point where we are keeping the records to 
establish that kind of thinking. And we just do not feel that that 
is good economics. 

We have enough regulation. If we needed this oa ition in our 
industry possibly that would have some bearing. But, by and large, 
we just ‘do not want that extra burden of having to keep that kind of 
records and system. 

We do not care what our sales people do. We have people who have 
part-time selling jobs on the floor. We have one individual who works 
in the office and part-time sells. And we tell her she can sell all she 
wants and work as many hours as she wants. Yet we are paying her 
a weekly wage for office procedure plus an override commission. She 
has an opportunity to make money. But she has got to produce it. 

Mr. Teiter. Now you say you do not want the burden of record- 
keeping. At the same time you say that this thing ought to be left 
to the States. 

If the States were to go forward with proposals for minimum wage 
laws or overtime compensation laws would you object to such State 
laws because it requires you to keep records / 

Mr. Carrer. Presently in Maryland we have a bill before the legis- 
jature, and they have recognized the problem and have exempted re- 
tailing. 

We have sat down on several occasions and talked with our legis- 
lators about it. And, generally speaking, they agree that this is a 
field or an area which should be exe mpted. In fact, I appeared be- 
fore the committee there to discuss it, and there was no question about 
this exemption of the service and retail industries. We hope that 
they will continue that thinking. 

Mr. Tretxier. In other words, you would like to have this returned 
to the States on ause you think you can get the States to exe mpt vou? 

Mr. Carter. I did not say that. I did not say that. 

Mr. Teter. That is what I got 79 what you were saying. Tell 
me what it is that you have in mind. Is it a complete : sheet nee of regu- 
lation or is it a desire to have this thing dealt with on the a al basis? 

Mr. Carrer. Well, of course, in retailing in general it is a desire 
to prevent regulation. 

Mr. Tetier. I see. Then you would be opposed to any approa ‘hon 
our part along these lines—— 

Mr. Carter. That is correct 

Mr. Tretier. I have not stated the approach yet. I would like to 
get your view on it. Suppose we were to provide that our Federal 
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law would be inapplicable in those States which had minimum wage 
laws or overtime compensation laws meeting prescribed standards 
governing retail establishments. Would you favor such an approach 
on our ps rt 2 

Mr. Carrer. I would answer that with a qualified yes because I 
would have to see what the law would be or what the general provisions 
would be of such an approach to it. 

I do not think there is any harm retail furniture-wise to State legis- 
lation. In other words, these are all “ifs.” 

If it is exactly the way you state it, I would say a qualified yes. 

Mr. Tretier. That is all. 

Mr. Ketiey. Mr. Griffin? 

Mr. Grirrtn. I have no questions. 

Mr. Ketiry. Mr. Graham? 

Mr. Granam. Mr. Carter, you raised this question about overtime. 

Is it not true that the present method of calculation of regular rate 
for overtime purposes by the Administrator would include such things 
as commissions ? 

Mr. Carter. I don’t think so. 

Mr. Granam. You had better check it. Is not your rate of pay 
based on commissions ¢ 

Mr. Carrer. Wait a minute. Are you speaking of the proopsed 
legislation ? 

Mr. Granam. No, sir. The present law. 

Mr. Carrer. The present law. To tell you the truth, I am not that 
familiar with that commission clause of the present law. I have been 
concentrating on the proposed laws which have been proposed here. 

Mr. Granam. There is no change in the proposed law with regard 
to the regular rate on which overtime is to be based. 

Mr. Carter. I suppose that is correct. As I undertood it from our 
discussions of this on several occasions back in January and February, 
there is a problem which will be presented with commission men, and 
no one seems to be thoroughly clear on it as to just how it would 
operate. I cannot seem to find out exactly what this would mean 
because there have been no interpretations on it. 

Mr. Granam. You speak of bonuses. There is, I believe, a ruling 
by the Administrator that if bonuses are reecived and are of a more 
or less uncertain or not fixed amount, that those probably would not be 
used in calculations. 

On discounts, the amount of the discount that you allow your em- 
ployees: Would there not be a, possibility that that amount of dis- 
count would also be calculated in the regular rate ? 

Mr. Carrer. There is a possibility, yes, sir. 

Mr. Granam. In other words, can you be sure to what extent your 
increased costs would be if overtime after 40 hours were applied ? 

Mr. Carrer. Can we be sure? No. But there is another reason for 
that. 

Mr. Granam. I mean it may be higher than you could anticipate, 
might it not? 

Mr. Carrer. Yes, sir. 

Mr. Granam. If you paid your employees on a straight hourly basis 
would the sales people lose incentive ¢ 

Mr. Carter. Yes, sir. 
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Mr. Granam. Those are all the questions I have. 

Mr. Kewtzy. Mrs. Green? 

Mrs. GREEN. I just had one question, if I may. 

Iam not a member of the subcommittee. 

Mr. Ketury. You are of the full committee. 

Mrs. Green. I am not sure that I understood you correctly. You 
are objecting to Federal regulation, and you think it should be left 
to the State or local communities ? 

Mr. Carrer. That was brought out in the questioning, yes. 

Mrs. GreEN. Would the record show that you also appeared at the 
State level and opposed the State providing such regulations? You 
referred to legislation that was before your State. 

Mr. CARTER. The Maryland Legislature. I do not think we regis- 
tered any formal protest as such, such as we have here. 

The retail merchants of Maryland presented the viewpoint of the 
retail merchants. And, as far as I know, that formal statement was 
put on the record. 

I appeared before an informal committee meeting in which we dis- 
cussed it and brought to light many of the points which we thought 
they should know. An appearance as formal as this did not occur. 

Mrs. GREEN. They were informal appearances / 

Mr. Carrer. Yes. 

Mrs. Green. You have protested against any State regulation, too? 

Mr. Carter. No, we did not protest in that light. We brought 
into focus all of these things, and the conclusion of the members of the 
committee who sat with us was that retailing, canning—and they 
listed seven or eight items—should be exempted. That is still before 
the State Legislature and has not been decided as yet by the full com- 
mittee of the House and Senate of our State. 

Mrs. Green. Then would it be a fair statement to say that your 
presentation was to help convince those people that such legislation 
would not be wise at the State level ? 

Mr. Carrer. Since there was no clear-cut bill written at that point 
when we appeared, since it was just in the formative stages, we wanted 
to make sure that all of retailing—and the agriculture men, of course, 
were there, too—the viewpoints of all these people were considered, 
and therefore the bill as now written exempts this situation when we 
showed all of these ramifications. 

Mrs. Green. That is all. 

Mr. Ketiey. We thank you very much, Mr. Carter. 

Mr. Carrer. Thank you, Mr. Kelley. 

And I hope that you will consider our formal statement as a part of 
the record, please, sir. 

Mr. Ketiry. Oh, yes indeed. 

Mr. Carrer. Thank you very much. 

Mr. Keniry. Your statement will be included in the record, your 
formal statement. 

(The statement referred to follows :) 
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STATEMENT OF NATIONAL RETAIL FURNITURE ASSOCIATION, PRESENTED BY ROBERT 
BE. Carrer, REGIONAL VICE PRESIDENT, AND CHAIRMAN, GOVERNMENTAL AFFAIRS 
COMMITTEE, ON EXEMPTION OF RETAILING FROM THE MINIMUM WAGE AND HOUR 
PROVISIONS OF THE Farr LABOR STANDARDS ACT 


I am Robert E. Carter, a retail furniture merchant. I operate two stores 
located in Baltimore and Towson, Md. 

I appear as chairman of the Governmental Affairs Committee, National Retail 
Furniture Association, founded in 1921. I speak in behalf of the owners of the 
8.500 furniture stores represented by National Retail Furniture Association. 

The annual retail sales of furniture and home furnishings stores in the United 
States are in excess of $5 billion. The industry employs more than 227,000 
people. 

All retailing has certain common characterisfics, but also important differences 
from one line of retail business to another. Therefore, I propose to give you: 

1. Our association’s position on proposals to remove the retail exemption 
for furniture and home furnishing stores from the Fair Labor Standards 
Act; 

2. A picture of wage levels and working hours in the retail furniture 
business ; 

8. Our views on the constitutional rights of States in relation to the 
proposed legislation ; 

4, An opinion on the impact on small and large firms in our trade of 
the legislative proposals so far put forward ; 

5. Our recommendations to your committee. 

We contend that the retail furniture business, like all other retail trades, 
should remain exempt from the Fair Labor Standards Act. 

When viewed in the light of the policy declarations of the act, conditions in 
our business do not require the proposed legislation. 

We do not have labor conditions in our trade detrimental to maintenance 
of the minimum standard of living necessary for health, efficiency, and general 
well being of workers. 

We do not cause the channels of commerce to spread and perpetuate such 
labor conditions among the workers of the several States. 

Our wages and hours do not burden commerce and the free flow of goods in 
commerce. 

Wages and hours in our business do not compete unfairly in commerce by such 
labor conditions. 

Our wages and hours do not lead to labor disputes burdening and obstructing 
the free flow of goods in commerce. 

Our wages and hours do not interfere with the orderly and free flow of goods 
in commerce. 

For none of the reasons set out in the declaration of policy in the bills before 
this committee can it be shown that the retail furniture business should be 
brought under Federal regulation. 

The detrimental labor conditions with which the bills deal do not exist to an 
extent in the retail furniture business. 

Furthermore, we do not seek to perpetuate substandard conditions of employ- 
ment in the retail furniture business. 

in our opinion, the proposed legislation would serve no significant purpose 
in the retail furniture business, because of the high wage levels in this trade. 

We also favor retaining the retail exemption in the law because we don’t think 
it is good government to require purely local business firms to do by Federal 
law what they are already doing voluntarily. , 

There is also the factor of setting precedent. We are not opposed to the bills 
solely on the grounds of the relatively few retail furniture businesses that 
would be directly affected. Nor are we opposed on account of the very small 
proportion of employees now earning less than $1 an hour. But we are most 
alarmed that a precedent will be set for all retail furniture stores if the pro- 
posals become law—even the very smallest stores in the land. 

We would be naive if we did not regard the present bills as simply an opening 
wedge. 

If we should be told that this is an unwarranted fear, we point to the bill 
to remove the exemption from small telephone exchanges. As you know, they 
have been exempt, while large telephone exchanges have not. Now it is proposed 
to take away the exemption from the small telephone exchanges. 
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We feel also that you are dealing with a matter which has more than consti- 
tutional and humanitarian aspects. This is also an economic question. It is 
not enough to judge the proposed legislation only on constitutional or economic 
grounds. It also must be clearly demonstrated that this new legislation is neces- 
sary on economic grounds and that it will achieve a good, not bad, economic 
result. We hold that this cannot be demonstrated with any degree of conviction 
for the retail furniture business generally. 

Wage levels in furniture retailing 

Take, for instance, the question of wage levels. Where valid surveys have been 
made, it has been shown that wages in the retail furniture business are already 
generally well above State and Federal minimums. 

For instance, the Ohio survey, made by the Ohio State Department of In- 
dustrial Relations, shows that 94 percent of the men and 72 percent of the women 
in retail furniture stores made $40 a week or more. And that was 2 years ago, 
in March 1955. 

That was at the time the Federal minimum wage was 25 percent less than 
today ; namely, 75 cents. 

Yet, even in Ohio, 96 percent of the men and 83 percent of the women in the 
retail furniture business were earning $35 a week, or more. 

The median rate of pay for men was $77.72 and for women $48.14. 

In terms of hourly earnings, 93 percent of the men made $1 an hour and 
over; 98 percent of them made 80 cents an hour or over (March 1955) ; 71 per- 
cent of the women made $1 an hour or more; 89 percent of the women made 80 
cents or more (March 1955). 

For all employees, 89 percent made 80 cents an hour or over and 82 percent 
made $1 an hour or over. 

The median pay rate for men was $1.72; for women, $1.15. 

The New York State survey, made in September 1955 by the New York State 
Department of Labor, shows that 86 percent of all furniture store employees in 
New York City earned $40 a week or more. The median rate of pay was $71.09. 

In zone 2, 80 percent made $40 a week or more. The median rate of pay was 
$66.41. 

In zone 3 (towns under 10,000) 79 percent made $40 a week or more. The 
median pay rate was $66.20. 

In terms of hourly earnings, 97 percent of retail furniture store employees in 
New York City were making $1 an hour or over. The median pay rate was $1.71. 

In zone 2, 90 percent were making $1 an hour or over. The median pay rate 
was $1.58. 

In zone 3 (towns under 10,000), 88 percent were making $1 and over. The 
median pay rate was $1.37. 

In the whole of New York State only 2 percent of the workers in the retail- 
furniture business were getting less than 80 cents an hour. 

These figures demonstrate the small proportion of retail furniture employees 
who, 2 years ago, when the Federal minimum wage was 75 cents, were earning 
less than $1 an hour in these 2 States where a valid statistical survey was made 
of retail wages and hours. 


Patterns of hours worked and earnings differ in retailing from manufacturing 


It should also be pointed out that the retail-furniture-store employee is a 
year-round worker. He is not periodically laid off, as in manufacturing. Retail 
stores have a remarkable record of stability of employment. This should be 
compared with manufacturers who may pay a higher hourly rate, but who employ 
their people 3 or 4 days a week. Comparisons based only on hourly rates are not 
the sole basis for judgment. Annual pay received is a better basis. 

The true value of retail hourly wage rates must be judged in terms of stability 
of employment, actual hours worked, and total earnings during the year. 

3esides, most workers in the retail furniture business are paid on a salaried 
basis, or a base guaranty per week, not on an hourly rate basis. 

It should also be noted that the retail furniture trade adapts itself to the wage 
rates of the community. Salary scales vary by size of city, the cost of living, and 
the cost of working within the area. This is a most significant factor. It is 
being taken into account by the Bureau of Labor Statistics in the survey of 
wages and hours in retailing now being made, because of its importance in 
relation to wage levels. 

These figures quoted from the New York State survey confirm that there is a 
difference in wage levels between the large town and the small community. We 
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contend that there is a solid economic justification for this difference, largely 
based on the difference in cost of living and cost of working in the big city com- 
pared with the small town. Climatic conditions also influence wage levels 
substantially. 

Now what about the hours worked in the retail furniture business and 
overtime? 

Before commenting on these, your attention should be drawn to some differ- 
ences between the pattern of working hours in furniture retailing and, for in- 
stance, manufacturing. 

The Fair Labor Standards Act seems to us to have been designed with manu- 
facturing operations primarily in mind. Presumably the law as it is drawn is 
satisfactory for manufacturing operations. 

Sut retail wage and hour patterns are not the same as manufacturing wage 
and hour patterns. 

Retail customers do not buy on an 8-hour pattern. A retail store must be 
open for the convenience of its customers. Consequently, as you know, a good 
deal of standing around is done by the retail sales employees. 

Retail hours may be longer than industrial hours but the circumstances are 
different. 

Retail store hours must be flexible to meet the shopping needs of the public. 
Few furniture retailers can estimate what the day’s floor traffic will be. Thus, 
for furniture floor salesmen, many hours are not fully productive. They spend 
their time waiting, or prospecting, except in the busy seasons. Because of the 
irregular flow of trade during the day and the seasonal nature of the business, 
salesmen may spend as much as half the day waiting for customers to come in. 

The irregular flow of customers, as contrasted with the regulated flow of 
supplies and materials in manufacturing, is most significant. 

A retail furniture salesman cannot decide when the customers are to come 
into the store, nor can his employer. The customers come in when it is con- 
venient to them. They patronize the store that is open at hours to suit the 
convenience of customers. Competition forces other stores to be open at similar 
hours. 

For instance, competition requires that a retail furniture store must be opeu 
to serve customers from, say, 9 a. m. to 5:30 p. m., 6 days a week. To meet the 
needs of those who cannot shop during the day, the store may also have to be 
open 1 night a week. 

It is the customer, not the employer or the salesman, who really sets the 
pattern of retail hours. The salesman sees the customers at the time the cus- 
tomer says is convenient, not the time that suits the convenience of the salesman 
or his employer. 

This is a quite different situation from manufacturing. In manufacturing the 
time at which work is done is readily controlled. Eight hours of work, on only 
5 days a week, is readily scheduled. 

Meeting the convenience of customers in competitive selling requires selling 
when there is the opportunity to see the customer, rather than at a predeter- 
mined and scheduled time. 

These differences, then, between the pattern of working hours in retailing 
and in manufacturing lead us to ask why, if each of these separate and distinct 
segments of the economy have developed arrangements for working hours and 
earnings which are different, but suited to their circumstances, there should 
be a determination to force the pay method of manufacturing on to retail 
operations. 

It should constantly be kept in mind that retail furniture selling is a creative 
job. This makes it difficult to set definite limits on working hours. The sales- 
man does not stop when the sale is half made, because the whistle blows. 

Because he must adapt to the conditions as he finds them, the retail furniture 
salesman is paid for the job and his volume of sales, rather than for the hours 
he puts in. 

Another important factor in determining hours actually worked is the ques- 
tion of discretionary time off. When a retail furniture employee goes out and 
does personal shopping during a slack period, there is no reduction in salary and 
this is not marked as time not worked. 

Other retail stores are also closed when furniture stores are closed, making 
it impossible for the retail sales employee to do his personal shopping after his 
own store closes. This is a special situation peculiar to employees of retail 
stores. 

It is for reasons such as those just stated that a large proportion of retail 
furniture employees work more than 40 hours a week. 
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Employment longer than 40 hours weekly 


The Ohio survey shows that 70 percent of the men in the retail furniture 
business were at work more than 40 hours in the week. Thirty-nine percent of 
the women were at work over 40 hours. 

In New York State, 38 percent of the employees worked over 40 hours in New 
York City. In zone 2, 44 percent worked over 40 hours and in zone 3 (towns 
under 10,000 population) 55 percent of the employees worked more than 40 hours. 

It seems to us that this demonstrates that there is some sound economic reason 
for the pattern of working hours in retailing; it is due to the different cir- 
cumstances compared with those in manufacturing. 

It should also be borne in mind that the employees who work these longer 
hours choose retailing as an occupation even though manufacturing is open 
to them as an alternative choice. Selling is personal contact work and although 
the pattern of working hours in retailing is different from the pattern in manu 
facturing, these employees prefer a sales occupation to working in a factory. 
Preserving sovereign States rights 

We have pointed out that attempts to bring retail furniture business under 
Federal wage-and-hour control have no economic justification in terms of the 
excellent level of wages and earnings in our trade. 

We also feel deeply that our Constitution should not be stretched by definitions 
of the commerce clause which attempt to develop a constitutional basis for 
extending Federal control to local and State activities, when such Federal con- 
trol is not remotely justified on economic grounds. 

We strenuously object, for instance, to the idea that a retail business is con- 
sidered to be in interstate commerce because it receives goods from other & S 
to sell locally, as is proposed by Labor Secretary Mitchell. 

Furthermore, retail wage rates do not cause unfair interstate competitic 
Retail wages in Baltimore don’t affect retail wages in Boston or Pittsburgh, for 
instance. 

It is our opinion that these attempts to bring under the law firms with vary- 
ing numbers of stores, or having more than so many employees, or doing more 
than a certain volume of sales, or buying a certain amount across Stat 
are nothing but attempts to appease demands of labor leaders and union or- 
ganizers who do not speak for employees in the retail furniture business and 
who are merely self-appointed representatives. 

Not only do these attempts violate the spirit of the Cor stitution and the sov- 
ereign rights of States, but they also violate the sound economic principles on 
which the economy of our country has been built.. 

In our opinion, the only differentiation which makes any sense at all is for 
local governments and the States to regulate retailing by size of community 


This view is confirmed by the action of nine States which considered a Statewide 
minimum to be impracticable and instead established minimum wages varying 
according to the size of communities 

That this is an important factor is also recognized by the Bureau of Labor Sta 





tistics. In its survey of wages and hours in retailing arrangements have been 
made to determine what wages and hours actually are in communities of differ 
ent sizes. 

But beyond this. we believe that the preposals before this committee set 
dangerous precedent. They open the door to Federal control in areas that 


should be reserved for State and local governments. They break down the fun- 


i 
damental basis of our laws in the United States. They would cause State gov- 
ernments to becoming nothing more than administrative machine1 for a 
government of regulation under Federal law. By the proposal to change the 
definition of “Commerce” in the Fair Labor Standards Act, it would become pos 
sible for the Federal Government to control and regulate every kind of State 
and local business activity, right down to the very smallest firms. 

The small local retail store is the finest example of the inherent soundness 
of the American free enterprise system. The individual, not the government is 
the heart of the American way of lif: And the individual entrepreneur, the 


businessman fwith the imagination, resourcefulness, persistence and character to 
bring a business enterprise to life, is the heart of our economic institutions 

It is this man, who by using his abilities to weld together the talents and abili- 
ties of labor with the services of capital who provides the jobs for all the people 
which the proposed legislation would so significantly affect. 

All businesses start small and with one man. They grow, but it is always 
one man starting or operating a small business who sows the first seed from 
which all else later grows. 


‘ 
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When the Federal Government starts to spin a web of tape around every man 
with a sound business idea or plans to make his business grow, then that man’s 
individual initiative is throttled. And when individual initiative is destroyed, 
you sterilize the seed from which the future growth of the American economy 
will spring. 

There may be some who sincerely believe that by covering only large retailers 
under the Fair Labor Standards Act, they are doing nothing to destroy the indi- 
vidual initiative of the small retail merchant or to weaken the tremendous 
strength and vitality that he and his thousands of brother merchants contribute 
to the whole American economy. 

But, in our opinion, this is an illusion. To cover large retailers under the 
act is but the first step along a path on which there is no turning back— 
a path on which none can stand still, and which inescapably leads to Federal 
control over the wages and hours of the very smallest store in the remotest ham- 
let in the land. 

How retail furniiure merchants will be hurt 

Now what will be the impact on the retail furniture business of the pro- 
posals before this committee? 

Labor Secretary Mitchell would remove the retail exemption from retail furni- 
ture stores which annually buy a million dollars or more of merchandise moving 
directly across State lines and have 100 or more employees. 

So far we have not been able to find out how many retail furniture businesses 
would be effected by this proposal. We believe that there may be about 125 re- 
tail furniture businesses with 100 or more employees. If they all had exactly 100 
eliployees, this would mean a total employment of 12,500. As a guide, we can 
refer to the 1954 Census of Business which shows that there were 95 establish- 
ments (stores, not business firms) with more than 100 employees. These 95 
stores employed 19,639 people. At that time there were almost 51,000 stores in 
the industry and total employment was 227,370. 

So it seems reasonable to estimate that Secretary Mitchell’s proposal would 
affect somewhere between 12,000 and 20,000 out of a total of 227,370 employees. 

In terms of employees now receiving less than $1 an hour, and using Ohio and 
New York State figures as a yardstick to measure the national picture, it can 
be assumed roughly that 10 percent of employees, or between 1,250 and 2,000 of 
total industry employment of more than 227,000, would be directly affected by the 
minimum wage provision. 

Mr. Mitchell does not recommend that the overtime pay provisions of the 
law be extended to these employees. 

Other bills before the committee would cover all retail furniture businesses 
operating more than four stores or having annual sales of more than $500,000. 

We do not know how many retail furniture businesses today have sales over 
$500,000. However, the Census of Business for 1954 showed there were 1,375 
furniture and home furnishings stores with annual sales of $500,000 and over. 
The total number of paid employees in these stores is not published but is prob- 
ably near 70.000. 

Applying the same 10-percent figure for the probable number of employees 
who would be affected by the minimum wage provision, it looks as if the absolute 
maximum number of employees who would be brought under coverage would 
be 7,000, out of a total industry employment of 227,000. 


What would overtime pay at one and a half regular rate for all hours over 40 
do to retail costs? 

The bills would also apply the overtime pay provisions of the Fair Labor 
Standards Act to all employees in the stores which are covered. 

The possible impact of the overtime pay provision on the retail furniture 
business is alarming, to say the least. As has been shown earlier in this state- 
ment, retail business working our patterns vary substantially from the working 
hour patterns in manufacturing, because of the different economic circumstances 
in which retail businesses have to operate. For instance, the Ohio survey shows 
that 70 percent of the men worked more than 40 hours during the week. Thirty 
five percent of them worked 48 hours or more during the week. 

There is no way to calculate what the increase in payroll costs would be on a 
national basis if all workers in retail furniture businesses have to be paid time 
and a half for all hours that they put in over 40 on top of the present high 
weekly pay rate, but individual store owners who have calculated what this 
means in terms of their own business estimate that the increase in their payroll 
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costs will be an absolute minimum of 15 percent and that it may run as high 
as 30 percent. 

Furthermore, we would like to know how one can conceivably develop a prac- 
tical system of paying overtime premium pay to employees who work on a 
commission basis and who are paid primarily for the sales they make rather 
than the hours they put in. Overtime pay at premium rate for a salesman who 
works on commission does not seem to us to be a concept which can be reconciled 
with the basic idea involved in paying a man for the sales he produces rather 
than the hours he works. 

Even without the question of pay at the rate of time and a half for hours 
over 40 the question of hours for the commission salesman is difficult enough. 
Add to it the problem of finding a basis for compensating a commission salesman 
for overtime at a rate one and a half times his regular pay and you have a 
problem which is beyond ordinary minds. 

The commission salesman is paid and wants to be paid for what he sells, 
rather than for hours he works. If he sells more, he expects to be paid more, 
even if he finds a way to sell more in fewer hours than before. 

If the overtime-pay provision of the act is applied to salesmen on commission, 
the whole incentive system of selling on a commission basis could be destroyed. 

Accordingly, the National Retail furniture Association recommends that your 
committee: 

1. Reject all proposals to bring retail stores under coverage of the Fair Labor 
Standards Act. 

ze Leave to the State and local governments the question of any necessary 


y 











regulation of wages and hours in retail stores. 
acenhiinn the current administrative rulings of the Department of Labo 


that increasingly tend to narrow the retail exemption as now written in the 
Fair Labor Standards Act. 





4. Clarify the issue of basic congressional intent in relation to the definition 
of “commerce” in the act with reference to the administration of the retail 
exemption by the Department of Labor. 

I would like to thank the chairman and members of the committee for the 


privilege of appearing here and being given the opportunity to prest nt to you the 
views of the National Retail Furniture Association on this important question. 


APPENDIX A 


We ekly earnings, full-time employ eR, by sex—Furniture and home furnishing 
stores, Ohio, Varech 1955 


earn Ss 1,302 me re 4 women worker 
Nmbher Percent ‘ Percent 

{ I 0 13 l 19 2.0 
$20 to $24.99 7 17 1.8 
295 to $5 10 7 38 4.1 
$30 to 534.49 18 14 R2 RR 
$35 to $39.99 7 2.8 IR 1 

$40 to $44.99 4 137 14.7 
$45 to $49.99 63 18 105 11.2 
$50 to $54.99 79 110 18 
$55 to $59.99 52 i0 72 79 
$60 to $64.99 Q1 "1 87 79 
$65 to $69.99 ( 9 6&0 
$70 to $74.99 81 2 3.0 
$75 to $79.99 112 S. { 34 + 
$80 to $84. 99 8 7 i] 1.2 
$85 to $89.99 9 x } 1.1 
$90 to $94.99 ar p- 2 - 
$95 to $99.99 2 i () & 
$100 an 204 9 2.8 

Median $77.72 i814 
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Hourly earnings, by sex’—Furniture and homefurnishing stores, Ohio, March 


1955 


Hourly earnings 1,386 men workers 





Number | Percent 
$0.20 to $0.39 2 0 
$0.40 to $0.59_ . . - 0.6 
$0.60 to $0.79 - 27 1.9 
$0.80 to $0.99_ _- : 81 5.8 
$1.00 to $1.19 . 138 10.0 
$1.20 to $1.39 s 159 11.5 
$1.40 to $1.59 - 168 12.1 
$1.60 to $1.79 is4 13. 3 
$1.80 to $1.99_. ; 170 12.3 
$2.00 to $2.19 153 11.0 
$2.20 to $2.39- - 68 19 
$2.40 to $2.59 60 4.3 
$2.60 to $2.79 52 3.8 
$2 80 to $2.99 26 1.9 
$3.00 and over ‘i 90 6.5 

Median ‘ $1.72 
Full- and part-time workers. 
1 


Source: Ohio State Department of Industrial Relations. 
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Weekly hours worked, full-time employees, by sexr—Furniture and homefurnish 


ing stores, Ohio, March 1955 


Weekly hours worked 1,302 men wo 





Tr 8 hours 9 ).2 

8 hut under lf & 

16 but under 24 ; 6 

24 but under 32 20 1.5 

32 but under 36 14 La 

but under 40 87 7 

40 hours 259 9 

Over 40 but under 44 5.8 

$f hour 11.0 

Over 44 but under 48 14.9 

48 hours 24.7 | 
Over 48 10.1 | 

Median hours { 


Source: Ohio State Department of Industrial Relations. 
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932 women workers 


Weekly earnings by area—Furniture and homefurnishing stores, 


State, September 1955 


Percent distribution of 


Weekly earning New York 
City (esti 
mated 22,400 


workers) 


Under $10_..-- 
$10 and under $20 
$20 and under $30 


$30 and under $49 


~rmowos. wre 


$40 and under $50 8 
$50 and under $60 12.8 
$60 and under $70 13. 6 
$70 and under $80 13.0 
$80 and under $90 9.6 
$90 and under $100 7.1 
$100 and over... 1.7 


Median... ize 71. 09 


1 Outside New York City but over 10,000 population, 
2 Under 10,000 population. 


Source: New York State Department of Labor. 


Zone II! 
(estimated 
13, 000 
workers 





5.3 
7.6 
10.9 
11.2 
12. 1 
13.5 
9.4 
18 
17.9 
$66. 41 


10) 


New York 


all workers 


| Zone III? 
| (estimated 
3,300 


workers) 


- © 
9.4 
13. 2 
12.3 
14.4 
14.0 
HU 
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Hourly earnings by area—Furniture and homefurnishing stores, New York 


State, September 1955 


Percent distribution of all work« 


Hourly earnings | New York Zone II Zone III 
City (esti- (estimated (estimated 

mated 22,400 13,000 3,300 

workers) workers) ! worker 


Under $0.65 0. 4 2 











$0.65 and under $0.70 ; 9 
$0.70 and under $0.75 : 9 i 
$0.75 and under $0.80 a 0.8 » g 11 
$0.80 and under $0.85 8 : 28 
$0.85 and under $0.90 u 2 8 8 
$0.90 and under $0.95 1.4 7 2.6 
$0.! i under $1... } | 
$1 and over Or 5 20 6 Q7 2 
Median hourly earnings a $1. 71 $1.58 % 


Outside New York City but over 10,000 populatio 
Under 10,000 population. 
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Weekly hours by area—Furniture and homefurnishing stores, New York State, 
September 1955 
Perce! t 1 wor ke 
H ) . i Zor 2 
(esti 1 ‘ 
‘ k l ) M 
y t Ni n N’ 
4 Percent her Percent be P. 
8 hours or less. . 448 2.0 QRt 2.2 43 
17 to 24 hours ROK 10 4] 211 
to 32 hour 13 1.3 5 178 4 
3} to 39 hour , 606 16. 1 1 218 : 
hour vO $2. 1 29.0 762 23.1 
to 44 hour 725 tot 1, SO 12.0 452 l 
45 to 47 hour oD 4.7 14 28 8 
48 hours 3, 539 15.8 | 2,158 16. ¢ 09 2 
49 or over hours._. 2, 218 gy. § 962 7.4 370 11.2 
Median hours worked_---. 40 4( 43 


1 Outside New York City, but over 10,000 popul 
2 Under 10,000 p D ] 
3 Derived by calculation. 





Source: New York State Department of I 
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APPENDIX G 
Premium pay for overtime work of salesclerks 


Furniture and homefurnishing stores, New York State, 12 months ended 
September 1955: 


Estimated total number of establishments_........_~- FS Aik eS 6, 930 
Without salesclerks or without overtime................-._-__._-_- 5, 910 
Te ee a OU I acireensnssigss vith ened enmiaticdscaalelnacdeusiniiniali 1, 020 
TOA RRA RAE: SON RI TO dn crenechincithin nee eipalidrcsiamnine tetas niles te ideeinioanis hated 160 
I eI I ste Stereos ce encp eain ees ei eagecmeerenecennaetiai teat aaa eee 860 
Percent distribution of 860 establishments with premium pay for sales- 
clerk’s overtime, by hour after which premium paid is paid: Percent 
ale OIE edd crerenat ancl iis dened epccndem mien aaan bared 1.6 
9D £0 22 BROUED WOGELY, GCECONE 31 56, BOUTS Ko cccio peccccemceopeeekeenaa 
BEE, URINE cconice soshvcestecthaitesdeitencdalen diaadeanciereetey baad ch-arcd chenauaeictainesdagianal tana deta alearaion 
iP BC sire Ss cleat cnc ntabicnio ttchtastabcntmanteees Le css dint tidied cose ihn gSedchn ob ea lashes aid 62. 2 
Poet BINT UUNN ON cacici oxen ospesns cor tale hectic ad ts sto da oni dh durch takadills np ainsedlatl ste ehh cal tela hoe 22. 2 
Be I cite tontscvcicie- er ret ntnn th nineticscn inane ace nace aaicgaaettiaatasie iia 1.5 
Oe I iii ct arty atta sai Un deca tana linea thea cianeiaentadiea tas a 
I I sonar a acca ence tora nsecapaseaivas Gncocatneruiaddads adauak tea alentanaietaaaaae ie ameeieoe 11.8 
By SOOT OE TO nicer scesanieics tomqnrs rts taticerntdiionevedietmapahiatedelahdekaaiabieaies 
WN TO | COE isis. we nics sn estnes dnevenen em treptnsto prtiesti ebinsnicnncenaahen aaa ame api eM acl, 
Premium pay rate for salesclerk’s overtime in 860 establishments: 
Re ON Oe I isitisicentacenin nce is hasan eae 
i UU IR ON IRI tule ep alan anna LAN 90. 4 
I a a a hal il 
nt aaa ise al gp ene aaa aaa did 9.6 
Source: New York State Department of Labor. 


APPENDIX H 
Sales, establishments, employment 


Furniture and homefurnishings stores, United States, November 15, 1954: 


Cee ne a ee a a 50, 729 
NE iit ec cee salon sie -eanciacehuacis-dieooaiaaabosvad ooo enaniomsilsagtiaci henlicastahs sia 
en rn. aa deen aeeeeeneie ahicernta- semen ime as 227, 370 
Establishments with sales $1 million and over (not firms) —~ 353 
Establishments with sales $500,000 and over (not firms) _—_- a 375 
Employees in establishments with sales $1 million and over 

(not firms) i ae Beh EE LS ea aitaiad 64, 969 
Employees in ests iblishments with sales $500,000 and over 

(not firms) ---- sean a i a alae 92, 220 
Establishments with 100 or more em nploye es (not firms) —_ i 95 
Number of employees in 95 establishments with 100 or more 

employees____- a aa ae ridie ielatlcueaidieadataldadae tl 19, 639 
Number of est iblishments i in 4or 5 multiunits (not firms) .__ 528 
Number of employees in 528 establishments in 4 or 5 multi- 

I a 7, 062 


Source: Bureau of the Census. 


Mr. Ketury. Is Mr. Mahin in the room, of the National Retail 
Lumber Dealers Association ? 

Will you identify yourself for the reporter, and then you may 
proceed, Mr. Mahin. 
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STATEMENT OF CHARLES BOYD MAHIN ON BEHALF OF THE NA- 
TIONAL RETAIL LUMBER DEALERS ASSOCIATION 


Mr. Manin. Yes. Thank you. 

My name is Boyd Mahin. I am a lawyer from Chicago. I have 
been living with lumber dealers and their problems for 20) years. 

Understa anding the desire of the committee to have grassroots oper- 
ators along, I brought with me Mr. John Alexander who is president 
of the Alexander Lumber Co. and knows a good deal about retail 
lumber operations of all sizes. 

I have a longer statement which I hope will be made a part of the 
record, and I, of course, will not bore the committee with it in detail. 
I would like to hit the major points of it, possibly dwelling a little 
more on the points in which your questioning has indics ated your 
interest lies. 

Mr. Kettey. All right, sir. We will make your formal statement 
a part of the record. 

Mr. Mautn. Thank you. 

(The statement referred to follows :) 


STATEMENT OF Boyd MAHIN FOR THE NATIONAL RETAIL LUMBER DEALERS ASSO- 
CIATION REGARDING PROPOSALS FOR BROADENING COVERAGE OF THE Farr LABOR 
STANDARDS ACT 


My name is Boyd Mahin. I practice law in Chicago and for the past 20 years 
have spent a large part of my time with retail lumber dealers and their problems. 
I appear here for the National Retail Lumber Dealers Association. The asso- 
ciation, through its regional affiliates, is composed of retail lumber and building 
material dealers in all sections of the country. There are now more than 30,000 
such dealers in the industry. Almost half of them are in smal! towns of less 
than 2,500 population (1954 Census of Business, Bulletin R-2-2). For the 
most part, they are relatively small establishments and it is common for one 
company to operate several yards in neighboring communities. There are a few 
large yards in major construction areas but even in large cities it is customary 
for there to be many small yards dispersed throughout the areas. It is important 
to bear in mind, however, that the retail functions and facilities of individual 
yard units are quite similar whether they are a single yard operation, or part 
of a 4-, 10-, or 25-line yard operation. 

These retail yards average less than 7 employees per yard. About half have 
3 or less employees and about two-thirds have 5 or less employees. We do not, 
however, appear before this subcommittee as a low-wage industry. Average 
hourly earnings are $1.76 per hour, average weekly earnings $75.33 per week, 
which earnings are higher than in many manufacturing industries (January 1957, 
Monthly Labor Review). Further, for reasons I will mention later, our industry 
provides a continuity of employment practically more beneficial to employees than 
many so-called guaranteed-wage plans in production industries. 

From the inception of the wage-hour law in 1938, retail lumber dealers have 
been exempted and we want that exemption continued. The reasons for the 
exemption, which were clearly stated at the time of enactment, equally prevail 
today. President Roosevelt in his message to the 75th Congress requesting enact- 
ment of wage-and-hour legislation stated: 

“And so to protect the fundamental interests of free labor and a free people 
we propose that only goods which have been produced under conditions which 
meet the minimum standards of free labor shall be admitted to interstate com- 
merce. Goods produced under conditions which do not meet rudimentary stand- 
ards of decency should be regarded as contraband and ought not to be allowed 
to pollute the channels of interstate trade. * * * 

“Although a goodly portion of the goods of American industry move in inter- 
state commerce and will be covered by the legislation which we recommend, there 
are many purely local pursuits and services which no Federal legislation can 
effectively cover. No State is justified in sitting idly by and expecting the Federal 
Government to meet State responsibility for those labor conditions with which 
the State may effectively deal without fear of unneighborly competition from 
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sister States. The proposed Federal Legislation should be a stimulus and not a 
hindrance to State action, * * *” (H. Doc. 255, 75th Cong., Ist sess.) [Empha- 
sis added. ] 

In presenting the bill in the Senate, Senator Black said: 

“It provides a method of obtaining the objective of minimum wages and maxi- 
mum working hours in industries throughout the Nation which engage in the 
transportation of their goods in interstate commerce. It is not intended to, and 
does not, attempt to provide by Federal legislation the fixing of minimum wages 
and maximum hours of employment in all the varied peculiarly local business 
units of the Nation. * * * So the bill, insofar as it relates to maximum hours of 
employment and minimum wages, is limited, except to the small extent I have 
heretofore indicated (Section 8 (a), summarized above in paragraph 4 (1) (b)), 
to goods which are actually manufactured for transportation and are transported 
in interstate commerce. We therefore eliminate in the beginning any idea that 
this is an effort to regulate wages and hours in the various service employments 
throughout the Nation.” [Emphasis added.] (81 Cong. Rec. 7648.) 

The principle was amplified in detail by Congressman Celler during the House 
consideration of the legislation. (83d Cong. Rec. 7393, 7394.) The original 
Senate report states: 

“The bill carefully excludes from its scope business in the several States that 
is of a purely local nature. It applies only to the industrial and business activi- 
ties of the Nation insofar as they utilize the channels of interstate commerce, or 
seriously and substantially burden or harass such commerce. It leaves to State 
and local communities their own responsibilities concerning those local services 
and other business trades that do not substantially influence the stream of inter- 
state commerce. For example, the policy in this regard is such that it is not 
even intended to include in its scope those purely local and small business es- 
tablishments that happen to lie near State lines, and solely on account of such 
location, actually serve a wholly local community trade within two States.’ 
(Sen. Rep. No. 884, 75th Cong., Ist Sess., page 5.) 

It may be that some of those favoring this legislation are dedicated to the 
basie objective of greater Federal control of our economy and increased govern- 
mental regimentation of business affairs, and are supporting these bills as a 
means to that end. If so, there is probably little that can be said to them, other 
than to express fundamental disagreement with their basic objective. Certainly, 
the proposed bills would further their purpose. 

However, to those proponents who are acting in the belief that there is a 
real need for wage-hour coverage in our industry, we urge that there are sound 
reasons why coverage should not be so extended. In other words, on the merits 
of the situation, the full exemption for retail lumber dealers should be continued, 


THE PROPOSED CHANGES IN BASIC COVERAGE WOULD “‘FEDERALIZE”” WAGE AND HOUR 
REGULATIONS OF LOCAL ACTIVITIES NOT SPECIFICALLY EXEMPTED 


These bills would enlarge basic coverage to include all employees of practically 
every one of the 30,000 retail dealers in the industry, by the broadest application 
of commerce power yet devised, i. e. to “activities affecting commerce” which 
means “any activity in commerce, necessary to commerce, or competing with 
any activity in commerce, or where the payment of wages at rates below those 
prescribed for this act, burden or obstruct or tend to burden or obstruct com- 
merce or the free flow of goods in commerce.” 

There is no mystery as to why the proposed language would have this effect. 
The present wage-hour law applies to employees “engaged in commerce or the 
production of goods for commerce.” The National Labor Relations Act (NLRA) 
on the other hand applies to activities “affecting commerce” and this language 
has been so broadly construed by the courts that the scope of Federal jurisdic- 
tion under the Labor Act proved to be practically unlimited. The legal gimmick 
largely responsible for this result was the concept that the sale or use of goods 
which originated in other States “affects commerce.” NLRB v. May Department 
Stores, 146 F. 2d 66 (C. A. 8, 1944), Modified and Aff’d. 326 U. S. 376; Brandeis € 
Sons v. NLRB, 142 F. 2d 977 (C. A. 8, 1944), Cert. Den. 323 U. S. 751; NERB v. 
Hudson, 135 F. 2d 380 (C. A. 6, 1943), Cert. Den. 320 U. 8S. 720; IBEW v. NLRB, 
181 F. 2d. 34 (C. A. 2, 1950), Aff’d. 341 U. 8. 694. This became known as the 
“Inflow” doctrine and was eventually extended to cover the sale or use of 
materials originating in other States even after the materials had come to rest 
within the State. Thus, the Labor Act insofar as statutory power is concerned 
applies to commercial hotels, restaurants, coal dealers, lumber dealers, hardware 
stores, office supplies stores, paint shops, jewelry stores, music stores, stationers, 
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clothing stores, grocery stores, drugstores, shoestores, feedstores, undertaking 
parlors and any other local business which purchases or uses materials originat- 
ing in other States. It was with this possible effect that Congressman Celler 
was concerned when broad wage-hour coverage language was under consideration 
by the 75th Congress. 

“It matters not if the business is local, purely local. If substantially that 
local store buys and receives substantially its stock and merchandise from out- 
side the States, it affects the stream of commerce and is considered embraced 
in the bill. 

“That standard is as broad as a barn door and will allow almost anything to 
come in. It may embrace any business. Let us take a retail butcher shop in 
my district. I should say that practically all the purchases of that retail 
butcher in my district must involve interstate commerce in the sense of this 
bill; namely, all the meat would come from outside New York State. The pork 
loins would come from Des Moines, possibly, the beef from St. Louis, the tender- 
loins from Chicago, and the fowl from New Jersey. Where can they buy outside 
the large packers. That the butcher ‘depends for his existence by substantial 
Brooklyn, from whence I come. Of course, they may have a branch establish- 
ment there, but most of that meat in fact would come from Chicago, from Cudahy, 
Swift, or Armour. There is no local meat. It practically comes entirely from 
the large packers. That the butcher ‘depends for his existence by substantial 
purchase of goods’ in commerce, he comes under the act, despite the words of 
section 11. 

“Let us take a building contractor in my city. All that he purchases for the 
erection of a building in my district would have to come from outside the State. 
His purchases are substantially from outside New York. 

“The iron and steel comes from Michigan or Pennsylvania, as well as the 
planks; trim and flooring from Oregon or Washington; the brass and porcelain 
appliances likewise comes from outside our State borders. Thus contractors 
doing a purely local business would come under the bill. I do not instance these 
facts in opposition to the bill, as I am in favor of it, but I believe we must use 
a greater degree of exactitude in our definitions. 

“The flour which the local grocery store sells will very likely come from 
Minneapolis, the pickles and the catsup from Pittsburgh, the preserves from 
California, the sugar from Colorado, the maple syrup from Vermont, the rice 
from Louisiana, and the fruit from Florida. That grocer might be deemed 
affecting the stream of commerce if the present wording of the bill remains” 
(83 Congressional Record, pp. 7393, 7394) 

The coverage language of the proposed bills on the basis of 20 vears of judicial 
interpretation would have precisely the effect so accurately predicted by Con- 
gressman Celler. 

Proponents argue that language “affecting commerce” is in the National Labor 
Relations Act and that there is no reason why it should not be applied in the 
wage-hour law. Such argument is fallacious. The National Labor Relations 
Act does not impose broad civil and criminal rights and obligations, and it is 
not self-operative. 

The exercise of legally existent jurisdiction by the Labor Board is discre- 
tionary. For many years the Board pursued an erratic and vacillating course 
which has blunderbuss enforcement effects in the area of localized business. 
The limitless reaches of Board authority exceeded the fondest hopes of the 
Board's early crusaders. In order to bring some order out of enforcement chaos, 
he Board eventually was forced to adopt limiting jurisdictional “vardsticks” 
which were announced in a series of decisions.. Thus by Labor Board action 





1The National Labor Relations Board Annual Report (1950) states: “One of the major 
problems confronting the Board from time to time since its establishment in 1935 has been 
the extent to which it should assert its jurisdiction. The courts have held that the 
Board’s authority over representation questions and unfair labor practices “affecting” 
interstate commerce is as broad as the Federal power to regulate labor-management 
relations. The Board, however, has long taken the position that it will better effectuate 
the purpose of the act “not to exercise its jurisdiction to the fullest extent possible under 
the authority delegated to it by Congress, but to limit that exercise to enterprises whose 
operations have, or at which labor disputes would have, a pronounced impact upon the 
flow of interstate commerce.” For many years, the question of where to draw the line 
necessarily turned upon the facts of each case as it came before the Board for decision. 
In October 1950, after long study of the pattern emerging from past decisions, the Board 
issued a series of unanimous decisions, setting forth more precisely the standards to 
govern its future exercise of jurisdiction The Board said: “The time has come, we 
believe. when experience warrants the establishment and announcement of certain stand- 
ards which will better clarify and define where the difficult line can best be drawn.” 
{Emphasis added.] 
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thousands om employers and millions of employees were excluded from appli- 
cation of the National Labor Relations Act. 

These rules apply different standards in different industries but for local 
retail operations the current “inflow” requirements are $1 million direct in- 
flow, or $2 million indirect inflow. Jurisdiction will also be exercised in the 
case of multiunit retail chains doing $10 million of business annually. (It will 
be noted that these limits exclude from the labor act millions of workers who 
would be subjected to the wage-hour law by the proposed bills. ) 

Such limitless coverage could not be so allegiated under the wage-hour law 
however, because coverage and criminal and civil rights and liabilities incident 
thereto are automatically imposed. The sanctions of the Wage-Hour Act are 
not and could not properly be turned on and off or varied at the discretion of 
the Labor Department. Admittedly, the impact of such automatic sanctions 
throughout the outermost reaches of the commerce power would be staggering 
and impossible of administration. In pratcical effect the whole field of wage- 
hour regulation of local enterprises would be preempted because few State laws 
could be expected to outdo the Federal act in such matters. 

On this point we concur in Secretary Mitchell’s testimony before this sub- 
committee: “These proposals would in effect obliterate any distinction under 
this law between interstate and intrastate commerce * * *. In practical appli- 
eation the law would go on to cover all enterprises and employees every- 
where * * *. This is not my conception of the proper application of the commerce 
power in this field. This administration does not propose to extend this act to 
the millions of small local businesses.” 

Retail lumber dealers are essentially the type of small local businesses to 
which the Secretary referred—and they want to stay that way. As stated before, 
the many units of this industry perform substantially the same function ; namely, 
that of having available in small or large quantities the multitudinous items 
used in building construction, repair, and maintenance, which are required to 
meet the needs of homeowners, contractors, and other consumers in their 
respective communities. 

Building materials are heavy and bulky and must be stored in close proximity 
to construction jobs. Both time and transportation factors make it uneconomic 
in most cases to transport materials long distances. This is the reason why 
retail lumber distribution, for the most part, is through many dispersed small 
yards rather than through large concentration yards. The functions of these 
units are substantially the same whether particular yards are single units 
or are affiliated with other yards. In fact, gentlemen, it would be difficult to 
conceive of a more localized function. The activities of local lumberyards do 
not in any real sense burden, obstruct, or concern interstate commerce. The 
last commerce quiver vanishes when the goods are received in stock. There 
isn’t a semblance of commerce in the local sale, installation, and use of building 
materials. Such materials become part of the real estate (just like a planted 
tree) and are no longer susceptible to movement in commerce. And this is true 
whether the particular yard is affiliated with other yards in the same or a 
different State. 

This is undoubtedly what the late President Roosevelt, Senator Black, Con- 
gressman Celler, and the rest of the 75th Congress had in mind when they in- 
sisted that retail establishments should not be covered by the act. 

In recent years there has been an increasing public demand for less authority 
and control by the Federal Government and more by the States and local com- 
munities. The proposals before this committee are a complete reversal of this 
thinking and, in the view of our people, would be an unjustifiable extension of 
Federal regulation into an area traditionally and properly belonging to the States. 


THE PROPOSED BILLS WOULD DENY EXEMPTION TO THE LARGE MAJORITY OF RETAIL 
LUMBER DEALERS. THE EXCLUSIONS FROM COVERAGE UNDER THE EXEMPTION 
PROVISIONS ARE ILLUSORY 


Proponents have claimed that the target of these bills is the big chains and 
the big corporate farms, and not the thousands of small local businesses which 
would be brought within the basic coverage provisions of the act. It is argued 
that the exemption provisions would free all but the “big fish.” 

These claims do not carry force with our people for three reasons. In the first 
place, we consider these proposals as an opening wedge to complete coverage. 
We cannot help but look between the lines to the often expressed objectives of 
labor spokesmen that coverage should be universal. It seems to us that the 








190 FAIR LABOR STANDARDS ACT 


proponents of these bills are trying to divide our membership and to conquer our 
industry by pieces. A week ago Mr. Meany told this subcommittee that at least 
10 million additional workers should be covered. At the present time there are 
two bills before the subcommittee which would reduce the 4-establishment ex- 
clusion to 1. Labor has often sought bills which would abolish the retail 
exemption altogether. Even Secretary Mitchell (who has opposed the extreme 
provisions of H. R. 4575 and others) in 1955, and again before this group, has 
recommended a gradual whittling away of the retail exemption. 

We may be wrong, but the present approach seems to us to be a current ap- 
plication of the late Senator Long’s famous technique of paving every seventh 
mile and then campaigning to connect the links. If the present bills are passed, 
we do not think it is speculative to predict that at every succeeding session of 
Congress, labor forces will be demanding greater curtailment and elimination of 
the retail exemption. 

Therefore, our people think they are realistic when they view ‘he proposals 
before this committee as forerunner efforts for complete coverage. Once the 
principle of Federal regulation of local retail wages and hours is conceded it 
then will become just a question of many, how much, and when. 

Secondly, the apparent exclusions from covering are misleading. Under the 
specific exclusions of 4 or less units or $500,000 or less volume, we estimate that 
some 7,000 to 9,000 yards would lose exemption. There are several thousand 
single yards and practically all line yards (even as small as 2 units) would exceed 
the $500,000 figure. A reason for this is that $500,000 is not a large volume in 
this industry. It would only cover the materials for 100 5- or 6-room houses. 
It would be only about the value of common Jumber piled 25 feet high on a small 
75-foot by 150-foot lot. It would represent only about 110 cars of common lumber 
or 50 cars of siding or flooring. 

Under these bills legal coverage would apply to a line of 5 small yards in neigh- 
boring towns whereas a single larger yard doing a $500,000 business would be 
exempt. Similarly, a yard on one side of the street doing $150,000 business and 
affiliated with 4 other yards would be subject to the act, while a yard on the 
other side of the street doing $300,000 business but affiliated with 3 other yards 
would be exempt. 

Secretary Mitchell’s exemption proposal is also unrealistic. The limits of a 
million dollars and 100 employees are higher, but the arbitrariness of the divid- 
ing line is the same. 

In addition to the thousands of yards legally covered, the practical equivalent 
of legal coverage would result for a large majority of yards technically exempted. 

There are few communities in the country in which one or more yards would 
not be subject to the act under these bills, either because it is a line yard or be- 
cause of its volume or business. If the statute imposes wage-hour requirements 
on one yard similar requirements will extend to other yards. As any of the labor 
representatives here will confirm, the high-wage employer in any competitive area 
sets the pattern for the area. If a union can get a high contract from one 
company, the area battle is half won. As a matter of fact, in our industry it is 
common practice for unions to insist on dealing with all lumberyards in a com- 
munity as a group and this usually results in all yards operating under the same 
or similar agreements which must be equal to or higher th: 
tions of any member of the group. 

Thirdly, the draftsmen of these bills have resurrected a prewar definition of 
“retail establishment” which would be particularly damaging to our industry, and 
which would deny exemption to practically all our 30,000 members. 





n the statutory obliga- 





It will be recalled that wage-hour attorneys, in their early crusade for broader 
coverage, devised the theory that only sales for private consumption were reiail 
and sales for business consumption were nonretail. This unique theory as 
embraced by the Supreme Court in the Roland case (826 U. S. 657 (1946)). It 
was this concept and this case which caused Congress in 1949 to amend the retail 


exemptions to establish the industry recognition test in order to insure that sales 
for business consumption would be accorded their proper retail classification and 
that local retailers would not be denied exemption. 

Instead of the retail recognition test, the present bills would permit exemption 
only if sales for resale and sales to customers engaged in a mining, manufacturing, 
transportation, commercial, or communications business in the aggregate do not 
exceed 25 percent. Presumably, this is intended as including all business users. 
The term “commercial business” in a broad sense includes all trade and commerce. 
In the present context it is presumably intended to cover all types of business not 
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covered by the other terms. In any event, we strongly suspect that the proponents 
of this legislation would insist that sales to building contractors commercial 
farmers, and all types of mercantile businesses would be classed as wholesale. 

The impact of this on our industry would be devastating. There are few 
retail lumber dealers, even in the smallest hamlets, whose sales for resale, to 
contractors and other business consumers would not substantially exceed the 
25-percent limit. In fact, if this definition stands, the proposals as to basic 
coverage and the other retail-exemption limitations would become academic 
insofar as our industry is concerned. With few exceptions, our 30,000 dealers 
would be subject to the act. 

Therefore, gentlemen, since the expanded coverage of the proposed bills would 
reach all retail lumber activities and all employees in our industry, without 
effective exemption protection we must urge that the bills be rejected in order 
that our exemptions may be preserved. 

There are additional cogent reasons why the exemption of retail lumber 
dealers should be preserved. 


WAGE-HOUR COVERAGE WOULD IMPAIR RETAIL SERVICE IN OUR INDUSTRY 


The retail lumber dealer’s product, in large part, is service. The essentiality 
of his function is based upon his ability to serve the needs of homeowners, con- 
tractors, and other consumers in his community. As the members of the sub- 
committee know, the operations of local yards are necessarily adapted to the 
living requirements and buying habits of their customers. To a large extent 
customers of retail yards require service at other than normal working hours. 
Yards must be open early and late 6 days a week. Dealers can’t change the 
fact that farmers must buy in the evenings and on Saturday. “Do it yourself” 
customers must buy before or after work on weekdays and on Saturday. Con- 
tractors must have early access to yards in order to maintain continuity of 
construction jobs. Dealers handling coal and fuel must be able to make deliver- 
ies early and late. 

In other words, 4 retailer’s operations cannot be controlled according to man- 
hour productivity as can production lines. In factories work can be scheduled 
in advance. If orders fall off, shifts can be staggered, employees can be laid off, 
and departments can be shut down. The retailer, however, must stay open for 
business in order to serve his customers, and this is true despite the fact that 
every day and every week there are many hours when there are few customers 
to serve. Thus, in retailing there is a large fluctuation in the productivity of 
man-hours which even with the best management is an inherent factor of the 
retail function. 

Retail services and facilities in our industry cannot be turned off and on like 
a factory line. All this was, and still is, the principal reason for our exemption. 
Service of this kind cannot be furnished at overtime penalty rates and the inevi- 
table effect of coverage would be the curtailment of retail services and inability to 
meet the needs of the buying public. 


THE BRURDENS OF WAGE-HOUR RECORDS, REGULATION AND INSPECTION SHOULD NOT BE 
IMPOSED ON RETAIL LUMBER DEALERS 


Our dealers must confess a desire to avoid the burdens of regulation, inspection, 
recordkeeping, and like incidents .of Federal control. Our people vividly re- 
member the NIRA and OPA regulations, records, and inspections. Few dealers 
are equipped to comply with wage-hour requirements. It takes hours just to 
read the technical regulations and bulletins of the Division. Meticulous records 
must be kept of time worked, overtime, regular hourly rates, the basis of wage 
computation, etc. Wage and Hour Interpretative Bulletin, part 778, deals with 
the single question of overtime requirements. There are 90 topics in the table 
of contents. Even large corporations with technical staffs and high-priced law- 
yers have difficulty in keeping abreast of all these requirements. Many such eom- 
panies spend thousands of dollars yearly in the effort to comply with the tech- 
nicalities of the act—sometimes unsuccessfully. 

There is no question but that the desire not to impose such burdens on local 
business units was a reason the Congress, in wage-hour law considerations, again 
and again has stressed the necessity of avoiding Federal control over these 
local retailing activities. Our dealers urge that these burdens not be imposed 
on them. 








192 FAIR LABOR STANDARDS ACT 


LOSS OF EXEMPTION WOULD BE DETRIMENTAL TO EMPLOYEES IN THIS INDUSTRY 


As previously stated, our average wages of $1.76 an hour far exceed the statu- 
tory minimum and the rates of many manufacturing industries. It is true that 
wage-hour coverage would require additional overtime payments for work over 
40 hours per week. However, we do not think this incidence of coverage would 
prove to be of lasting benefit to employees. 

To an extraordinary degree, retail lumber dealers have provided substantial 
stability and regularity of employment to their workers. Most employees are 
hired by the month or the year. The National and State associations sponsor 
schools for employees and to a large extent these trainees look upon their jobs 
as lifetime positions. It is common for dealers to carry their regular employees 
on a salary basis month in and month out through slack as well as busy seasons. 
This makes it possible to handle the business during rush seasons and to average 
things out during slack periods, which is of mutual benefit to dealers and em- 
ployees alike. Such averaging is impossible under the wage-hour law. 

If wage costs in this industry are increased to a point that man-hour pro- 
ductivity becomes a controlling factor (as is now the case in manufacturing) the 
regularity of work now enjoyed by retail employees will be endangered. The 
imposition of penalties for overtime work would force dealers to shift toward 
the factory system of staggered work schedules and layoff and recall practices. 
Employment in the retail lumber industry would tend toward the seasonal em- 
ployment fluctuations of the construction and farm industries it serves. 

I believe that few retail employees, informed of the pros and cons, would want 
to trade their present employment stability for the factory system of production 
line schedules. They would realize they now enjoy more security and continuity 
of employment than would be available under a factory-type system. 


LOSS OF EXEMPTION WOULD DENY JOB OPPORTUNITIES FOR MANY WORKERS IN THIS 
INDUSTRY 

At present retail dealers are able to provide livelihoods for thousands of people 
who for one reason or another are unable to handle regular full-time jobs, i. e., 
watchmen, part-time workers, students, superannuated employees, janitors, ete. 
To many families this is a major factor in meeting the family budget. A sub- 
stantial increase in overall wage costs would necessarily require the employment 
of more productive labor and laborsaving devices. Dealers could no longer 
afford to provide employment for many of the low productivity employees now 
carried on payrolls. 

Gentlemen, we firmly believe that it is to the interests of all concerned that the 
exemption for retail lumber dealers be preserved. The same considerations that 
led to the original exemption prevail equally today. We urge that this subcoin- 
mittee reject such of the proposed amendments as would strike down all or my 
part of this industry’s long-recognized exemption. 

Mr. Maury. In the first place, so as to identify who we are and 
where we are, we represent the National Retail Lumber Dealers Asso- 
ciation, which through its affiliates covers about 30,000 lumber dealers 
in various parts of the country. 

Now almost half of these dealers are in small towns of under 2,500 
people, and they are relatively small establishments. It is common 
for a single company to have yards in neighboring communities. 
There are few large yards in major construction areas, but even in 
towns like New York and Washington, big cities, you Vill find that 
the common practice is to have small yards dispersed throughout the 
area. And the function of these yards is important to keep i in mind, 

The functions of their facilities are quite the same whether you 
are dealing with a yard here or a yard there or whether the yard 
is a single yard or a part of a group. 

I rather suspect that if you were going to go into a given yard 
anywhere, you would find it difficult to determine whether it was a 
single yard or part of a line yard. 


FAIR LABOR STANDARDS ACT 193 


We are small people as is evidenced by the fact that our average 
is seven employees or less per yard. About half of our 30,000 yards 
have 3 or less employees, and two-thirds of them 5 or less. How- 
ever, we are not what you would refer to as a es -wage industry. 
Our average hourly rate is about $1.75 an hour, and weekly $75 a 
week, which is, of course, considerably higher than many manu- 
facturing industries. 

But, more important and a thing which I think has been overlooked 
in respect of retail operations, it is common in our industry for there 
to be a continuity of employment for people, which is much more 
beneficial than many of these so-called guaranteed-wage plans that 
you read about in production industries. 

As you gentlemen know, from the beginning we have been exempt 
from ‘the W: age and Hour Law completely. “And we feel that the 
original reasons for exemption, as expressed by President Roosevelt, 
Senator Black, and others, as indicated in our longer statement, still 
prevail today. And those might be summarized by quoting briefly 
from the original Senate report: 

“The bill carefully excludes from its scope business in the several 
States which is purely of a local nature.” 

Now before mentioning the three reasons we oppose all these bills, 
and Secretary Mitchell’s proposal as well, I think it only fair to say 
that your attitude on these things somewhat depends up on your 
attitude toward government. 

[ think a person who is dedicated to the belief that there should 
be more Federal regulation of mdustry and business and greater 
extension of that coverage should support these bills completely 
because they certainly further that purpose. 

On the other hand, if the idea is that they should be regulated 
because of a need, then I think it is a different thing. 

Now I mention that because you have an ideology problem there. 

Our group opposes these bills for three reasons. I would like to 
mention the first a little. 

In the first place, we are opposed to the broadening of basic cover- 
age by the use of the Taft Act language. 

Secondly, we would like to point out to the committee or the sub- 
committee that the exemptions that have been written into these 
bills—that is, I think, Congressman Kelley, your bill here in the 
House, which I think is the counterpart of Senator Morse’s bill in 
the Senate—— 

Mr. Kettry. I think so. 

Mr. Manin. The exemption provisions are ineffective to exempt 
a large majority of our little yards. 

Thirdly, we believe that coverage of this type would impair our 
retail services in the small communities in which we operate, and, 
further, that in the long run it would not benefit our employees. 

On this subject of basic coverage, as Congressman Teller well 
knows, we can quote his own book, to the effect that the language 
“affecting commerce” is an extremely broad term. The Supreme 
Court has said that it reflects the outermost reaches of the commerce 
power. 

Therefore, I doubt if this competition language adds anything 
more than just gilding the lily. It may. But in any event it is clear 
that the language proposed would apply to ev ery one of our 30,000 
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lumber dealers with isolated exceptions. And there is no mystery 
about that. 

There has been a lot of conversation about that language and the 
other language. The present wage-and-hour law applies to employee 
activities “engaged in commerce or in the production of goods for 
commerce. The Labor Act applies, of course, to employers whose 
activities affect commerce and so forth. And that has been construed 
such that the commerce power to regulate local business under that 
definition is practically unlimited. You can count on the fingers of 
your hand the types of activities which have been held excluded from 
that broad power. 

The legal “gimmick” that was employed to bring all these local 
enterprises under Federal power, or the exercise of power, is the idea 
that if goods originate in one State and are later sold or used or dealt 
with in a local State, that that local activity affects commerce. And 
in a long series of decisions that was established. I have cited them. 

Now th: at has been extended, however, to go beyond the local enter- 
prise receiving them to the second and even third enterprise which 
may use the goods later, which is known as the “inflow” doctrine. 

That is the reason the Labor Act as a matter of law applies to prac- 
tically every local enterprise under that language. 

I will list just a few of them: hotels, restaurants, coal dealers, hard- 
ware stores, paint stores, jewelry stores, music stores, drug stores, 
shoe stores, feed stores, undertaking parlors awhile back, and any 
other local business which purchases or uses any appreciable amount 
of materials from other States or which originate in other States. 

The proponents of this legislation argue that since this language 
is in the Taft Act or the Wagner Act why should it not be applied 
to the wage-and-hour law. 

This argument is absolutely fallacious for a good reason. The 
exercise of legally existent jurisdiction by the Labor Board is discre 
tionary. For m: ny years the Board pursued a vacillating course of on 
and off which had blinderbuss enforcement effects. And fin: ully it was 
forced to adopt yardsticks below which it would not exercise the juris- 
diction under the Labor Act. Those yardsticks in retailing are $2 
million indirect inflow—and that means the person you got it from 
got it someplace else—or $1 million inflow direct. 

There is $100,000 direct shipment out and $10 million for chain 
stores on sales regardless of where the goods moved. 

This limited coverage cannot be alleviated under the wage-and-hour 
law as it has been under the labor law for the reason that automatically 
from the coverage provisions there flow criminal and civil liabilities 
and rights and regulations which have nothing to do with administra- 
tive regulation. "Therefore, the sanctions of the w age-hour law are 
not and cannot properly be turned on and off as they can under the 
Wagner Act. 

Now the proposal before you would apply to these millions of 
employees who, by administrative fiat, have been excluded from the 
Taft Act because you pick up the language of coverage which they 
have in their law. And I think admittedly the wage-hour division 
people and the Taft Act people would tell you that the impact of these 
automatic sanctions throughout the outermost reaches of the commerce 
power would be staggering and impossible of administration. 
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Our dealers are essentially the local type of business. Lumber deal- 
ers, in addition to their size, which I have indicated, are essentially a 
local type of business for the reason that lumber and building materials 
are heavy and bulky and they must be ke »pt in close proximity to the 
place where they are going to be used. That is the reason we have 
these small yards cis] ersed for the most part rather than large-con- 
centration yards as you have in some industries. As a matter of fact, 
I think it would be difficult to conceive of a business which affected 
commerce much less than the lumber yards. By the time the goods are 
received in stock the last quiver of commerce is dead. 

We are under the wage-hour law now except for the exemption as 
to that activity. But after that the local stor age, the use, the installa- 
tion of those building materials has not the slightest effect or impact 
on interstate commerce. 

When you build a house it is just as much a part of the real estate 
as when you plant a tree on your front lawn. And to reach beyond 
the receipt of those goods, as the “affecting commerce” language would 
do, would vo far beyond any administration of Federal law we have 
known since the NRA which was, of course, unconstitutional in those 
aay Ss. 

So much for the broad coverage. 

And it would affect much more even the retailers, which is our 
concern. This same problem would apply to all kinds of little local 
operations which do not come within the various exemptions. 

Mr. Keiuey. Mr. Mahin, may I interrupt you there? 

Mr. Manin. Yes. 

Mr. Kettey. Would you be able tomorrow morning to come back 
and complete this statement and submit yourself for questioning? 

Mr, Manin. Yes, I would. 

Mr. Ketiry. We have to go over to the House since it is convening 
very shortly, and we have got to be there this afternoon. 

So if you could come back tomorrow morning at 10 o’clock we would 
apprec iate it. 

Mr. Manin. I would be very glad to. 

I can be here. Mr. Alexander has a problem of a conflicting date. 
I would very much like to have him here if possible because there may 
be questions directed to his realm of knowledge. 

Mr. Kettry. Do you mean tomorrow ? 

Mr. Manin. Tomorrow morning. 

Mr. Ketiey. Surely, we want both of you. 

Mr. Maury. I was saying that Mr. Alexander has a conflicting date 
tomorrow. He is from the Middle West, as I am. 

Would it be all right if I would be here in the morning, and Mr. 
Alexander with me if he can? 

Mr. Kerrey. It will be perfectly all right, Mr. Mahin. 

Thank you. 

[ am sorry we had to interrupt you, but that is one of the problems 
Wwe encounter so oiten. 

Mr. Manin. We are over the hump. So that does not affect us 
somuch. We can get down to our business tomorrow. 

Mr. Ketitey. The committee will stand adjourned until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 11:50 a. m., the committee was recessed, to be 
reconvened at 10 a. m., Wednesday, March 13, 1957.) 
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WEDNESDAY, MARCH 13, 1957 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON Lasor STANDARDS, 
OF THE CoMMITTEE ON EpucaTION AND Lasor, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:00 a. m., in Room 
429, Old House Office Building, Honorable Augustine B. Kelley 
(chairman of the subcommittee) presiding. 

Present: Representatives Kelley (presiding), Landrum, Roosevelt 
and Ayres. 

Staff members present: Fred G. Hussey, chief clerk; John O. Gra- 
ham, minority clerk; and James M. Brewbaker, general counsel. 

Mr. Ketiey. The committee will please be in order. 

When we recessed yesterday we had Mr. Mahin testifying. 

Mr. Mahin, you may begin where you left off yesterday. 


STATEMENT OF CHARLES BOYD MAHIN, ON BEHALF OF THE NA- 
TIONAL RETAIL LUMBER DEALERS ASSOCIATION ; ACCOMPANIED 
BY JOHN ALEXANDER, PRESIDENT, ALEXANDER LUMBER CO., 
AURORA, ILL.—Resumed 


Mr. Mantn. Thank you, sir. 

Mr. Alexander is back with me today. 

Mr. Ketiey. Very good. 

Mr. Maurin. Yesterday, speaking for the National Retail Lumber 
Dealers Association, in our first point we expressed opposition to the 
increase in the definition of coverage basically, namely, affecting 
commerce and activities in competition with those who are in com- 
merce. 

But the second point that I would like to mention briefly today is 
that the proposed bills would, to a large extent, deny our 30,000 deal- 
ers exemption. That is because the exclusions from coverage under 
the exemption provisions of the bills before you largely are illusory. 

Mr. Ketiey. Mr. Mahin, are you referring to any of those bills? 

Mr. Maun. I am referring specifically to all of the bills before 
this committee which would deny exemption to companies having 
more than four establishments or doing more than $500,000 business 
a year. And you have one bill before you which would apply the 
same $500,000 limit on a one-establishment basis. : 

The reason for that is rather clear. The proponents of the bills 
both here and in the Senate have argued that the target is the big 
chain, the corporate farm and not the thousands of small businesses 
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which would be brought under the basic coverage provisions which ] 
discussed yesterday. 

It is argued that the exemption provisions would take out from 
coverage all but the big operators. 

The people in our industry cannot accept those arguments for three 
reasons. 

In the first place, we consider these proposals as an opening wedge 
to complete coverage. We look between the lines to the express ob- 
siniiae of labor spokesmen that coverage should be universal. 

A week ago Mr. Meany told the congressional committees that at 
least 10 million additional workers should be covered. And a large 
part of those are people who would not be covered under the present 
bills 

At the present time there are bills before this subcommittee which 
would reduce the 4-establishment limitation to 1. Labor has repeat- 
edly sought bills which would abolish the retail exemption altogether. 
Even Secretary Mitchell, in 1955 and again before this group, has 
recommended a gradual whittling away of the retail exemption. 

If the present bills are passed it is not speculative to predict that 
at every succeeding session of this Congress labor forces will be de- 
manding greater curtailment and elimination of the . ‘tail exemption. 

Therefore, our people think they are realistic, Mr. Chairman, when 
they view the proposals before this committee as Scones of com- 
plete coverage. 

Once the principle of Federal regulation of local wages and hours 
is conceded it will then be just a question of how many, how much 
and when. 

Mr. Lanprum. Will the gentleman yield ? 

Mr. Maury. Yes. 

Mr. Lanprum. Wasn’t that long ago conceded? I have not per- 
sonally conceded it, but was it not long ago conceded? What we are 
arguing about here / 

Mr. Maury. Is it understood that the bills before the committee 
are merely forerunners of complete coverage later? That is my 
point. 

Mr. Lanprum. Perhaps I misunderstood your statement. 

If we pass these bills or something like them is it that we concede 
that the Fair Labor Standards Act or the Federal wage controls and 
hour controls are a part of our society / 

Mr. Manin. That is correct, and that it properly applies to these 
local enterprises. 

Mr. Lanprum. I am a little bit foggy here. I thought we had 
conceded that a long time before I came to Congress. 

Mr. Manrn. I am talking about local retail enterprises with refer- 
ence to which Congress has repeatedly said the Federal Government 
should keep its hands off. 

My point is that if these bills are aria you then move into the 
retail local field, allegedly taking the big operators. But that is 
purely a forerunner, in our judgment, to complete coverage for all 
retail operators because the proponents who have come forward with 
these proposals have as their objective complete coverage. 

In the 1955 session they sought both an increase in the minimum 
wage and an elimination of exemptions. Then jee compromised 
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on substantially the same figures they have today. ‘Tomorrow they 
will be right back after both increased minimum wages in the indus- 
tries and a complete denial of exemption. 

I think, to make it clearer, we feel this is merely a modern indi- 
cation of the late Senator Huey Long’s famous technique, if you will 
recall. He paved every 7 miles and then he campaigned to connect 
the links, and finally got the State paved. That is what we think 
this bill is, insofar as all retail lumber dealers are concerned. 

Mr. Keiiey. Will the gentleman yield ¢ 

Mr. Lanprum. Yes. 

Mr. Ketitry. That depends upon what interpretation you put on the 
interstate commerce clause. If we take it that the interstate commerce 
clause means anything affecting commerce then you might reach what 
you fear, But if we say that our interpretation is engaged im com- 
merce, then it would not apply to retail stores. It would not unless 
you were engaged in interstate commerce. 

Mr. Mauin. Mr. Chairman, I am glad you point that out because 
T think it can be clarified. 

I would venture to say that there aren't over a handful of the 30,000 
lumber dealers we represent, no matter how small and no matter how 
small a hamlet in which they are located, who are not engaged in 
commerce in respect of certain of their employees right now. Their 
only exclusion from cover: age is by virtue of this retail amendment. 

Now they are engaged in commerce because the Supreme Court has 
repeatedly held that the receipt and unloading of materials directly 
from out of State constitutes “engaged in commerce” under the Wage- 
Hour Act. That is why your contractor employees who take goods 
directly are SO engaged. So today they would be covered as to those 
employees except for the retail exemption. 

Mr. Ketiey. Go ahead. 

Mr. Lanprum. May Lask you to yield fora minute? 

Mr. Manin. Surely. 

Mr. Lanprum. In the retail lumber dealers organization specifically 
which you are representing, under the Secretary of Labor’s recom 
mendations calling for coverage of those retailing establishm 
which had $1 milhon in imported purchases and 100 employees, how 
many retail lumber establishments would be affected? ~ That 
directly now. 

Mr. Marin. Yes: directly. 

Mr. Lanprum. We are not talking about what we think is coming 
in the future. 

Mr. Manan. And aside from the basic-coverage-provision situation. 

Mr. LAnprum. Yes. 

Mr. Manin. The exact answer cannot be given because we do not 
know how much overlap there is between companies that do $1 million 
worth of inflow business and those that have 100 employees. 

We had planned to make a survey, but we understood the Labor 
Department was making a survey, aa that eoul be available here 
within a few weeks. 

Mr. Lanprum. That is what I understand. 

Mr. Mant. I can give you a guess, though, pretty well based. 1] 
would say that in direct coverage there would be between 2.000 and 
3,000 of our 30,000 people. The 100-employee factor would not be 
very Important. It would be the million-dollar inflow. 
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Mr. Alexander points out that if it is on a company basis, the fact 
that the line yards would be considered in the aggregate would increase 
that figure probably to 5,000. 

Mr. Lanprum. I was about to ask you that question. These separate 
yards about which you spoke yesterday would be considered in the 
aggregate, would they not, for determining employees? 

Mr. Mau. If there was ac ommunity of interest. 

Mr. Lanprum. You indicated that there may be some misunder- 
standing of the Secretary’s recommendation. 

Mr. Manrn. Yes. 

Mr. Lanprum. You understand that his recommendation calls for 
a combination of a million dollars in gross purchases from outside, 
and 100 employees; not “or 100 employees.” 

Mr. Manin. Yes, I think that is right. I have no figures on how 
many companies have more than 100 employees. So I cannot give you 
an answer. But it would be, I would say, with that combination test, 
under 3,000. 

Mr. Lanprum. You are making a general statement there. 

Mr. Mantn. Yes, sir. That information will be available, though, 
when the Department’s survey comes out. 

Mr. Lanprum. Then I would like to ask one other question there. 
Following Mr. Mitchell’s appearance before the committee, Mr. Suf- 
fridge of the Retail Clerks International Association, AF L-CIO, 
appeared. His suggested criteria valled for the elimination of the 
number of employees and the use of a $500,000 gross sales figure only 
as the value. 

Could you give us some estimate, please, sir, of how many of your 
retail establishments would come under who are not now under the 
law ? 

Mr. Maury. The $500,000 gross sales figure would result in prac- 
tically the same coverage as the Kelley bill because the 4-unit factor 
does not make too much difference. 

As I was going to point out, a quarter of a million dollars is not a 
very large business in our operation. And I would say that the same 
estimate of 6,000 to 9,000 would apply to that as to these other bills. 
That is direct cover: age not exempted. 

Mr. Lanprum. Thank you, sir. 

Mr. Ketixry. Proceed, Mr. Mahin. 

Mr. Manrn. The second feature of this that I was coming to, how- 
ever, is that from a practical standpoint, which is well known by any- 
one in labor relations, there will be, in addition to these 6,000 to 9, 000 
covered under the 4 or less and the $500,000 limitation or this alter- 
native that you just mentioned, some 6,000 to 9,000 yards. 

There are several thousand single yards and a large number of line- 

yard companies which would exe eed the $500,000 figure. 

Now the reason for that is that $500,000, as is probably known by 
anybody that has bought a house in the last 10 years, is not very muc h. 
It is only the lumber for about 100 small houses. It is the amount of 
lumber that it would take to stack common lumber about 25 feet high 
on a lot 75 feet by 150 feet. That is $500,000 worth of lumber. It is 
100 cars or about 110 cars of common lumber and only 50 cars of 
siding or flooring. That is not very much lumber. 

So our average sales are approximately a quarter million dollars per 

yard even in these little yards, 
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The point I would like to get off, if I can, is that from a practical 
standpoint, in addition to the thousands of yards which would be 
directly covered, the practical effect would extend broadly to a large 
part of our other yards. 

There are very few communities in the country which do not have 
one or more yards w hich would be covered. 

Now if the statute imposes wage and hour requirements on one yard 
in a community, that inevitably extends similar standards to other 
yards as a practical proposition. That is true whether there are 
unions in the picture or not. But any union man here could verify 
that if he can go into a community and get a high contract with one 
employer, his job is half done because the high contract in an are 
sets the pattern. That is the principle of the “Walsh- Healey cea 
ments that you passed at the last session. 

Now Mr. Suffridge, incidentally, hasn’t much interest in our group 
because it is the Teamsters that are with us. And when the Team- 
sters come into a community they usually insist that we bargain with 
them as a group for all dealers. 

Now it is just as apparent as the nose on your face that the common 
contract that comes out of such a bargaining must be at least as high 
or higher than the high man in the group. So, gentlemen, we are not 
lifting ourselves by our bootstraps when we say that the practical 
effect of coverage on key yards throughout the communities will be an 
extension of those standards east and west. 

Mr. Ketter. Mr. Mahin, do the majority of these yards have mills 
connected with them ? 

Mr. Mautn, I would say the large majority do not, Mr. Chairman. 

Mr. Keitey. Well, you said that you were covered by the Teamsters 
Union. Does that mean the Teamsters in their union also have the 
employees that do not drive trucks? 

Mr. Mautn. Mr. Chairman, you have never seen an appetite like 
that of the Teamsters in many respects. The Teamsters are in a gyp- 
sum plant that I represent in Boston. 

Mr. Ketiry. Would they cover the employees of a mill, too? 

Mr. Manin. Everybody. Sure. They will take anybody that, will 
pay dues. Not many mills. The way the lumber dealers get into it is 
that the truck drivers are normally the yard labor, and you have a 
combination job there. We have some yards, however, where they 
have come in and taken the yard labor which does only that. 

Take in Portland. I worked on a contract a while back where they 
took over all the warehouse employees in our warehouse in Portland. 

Mr. Ketter. How many of your affiliates are engaged in collective 
bargaining with the Teamsters Union, or covered by union contracts ? 

Mr. Manin. I do not know that, Mr. Chairman. I would venture 
to say that quite a minority. The small country yards just try to 
avoid dealing with them, and the small communities do as much as 
they can. 

Mr. Ketter. Of course, the companies that are connected with your 
organization that do have union labor are not much concerned with 
this bill or these bills before us? 

Mr. Manin. Very much so because whether a union is there or not, 
as a matter of economic fact the high yard in a community sets the 
wage pattern for that community. 
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Mr. Ketiey. I understand that. 

Mr. Mani. You are talking of the time-and-a-half feature? 

Mr. Ketiey. Yes; time and a-half and 40 hours a week. 

Mr. Maury. Yes. We would be quite materially affected by that. 

Mr. Ketriry. It would not affect those that are covered by union 
contracts, though ? 

Mr. Mantn. Yes. Many union contracts with the Teamsters do 
not require time-and-a-half over 40 hours. 

Mr. Ketitry. They do not? 

Mr. Maury. That is correct. In your small communities they 
often do not. 

Now I might say that, although quite a minority of our yards deal 
with the teamsters in terms of employees, since they are in the larger 
areas, metropolitan areas, probably a larger part of our employees 
would be under union contracts. 

Mr. Ketiey. That is all. You may proceed. 

Mr. Manrn. That is what we can call a tandem effect of a com- 
munity wage pattern. 

Now, the third feature of this is peculiar to our industry. The 
bills would redefine what is retail. 

This committee may not be familiar with the fact that there has 
been a long struggle over 20 years with the provision of what is a 
retail activity. 

These bills have devised the theory that only sales for private 
consumption are retail, and sales for business consumption are not 
retail. This theory was embraced by the Supreme Court in the 
Roland case in 1946, Three Hundred and Twenty-sixth United States 
Reports. And it was this concept and this case which caused Con- 
gress in 1949 to amend the retail exemption to bring in the retail- 
recognition test. in order that sales to business users or consumers could 
be accorded their proper retail classification and retailers making 
such sales accorded their proper retail exemption. 

In substitution for the retail recognition test, the people who 
drafted these bills put in this cute one: the present bills would permit 
exemption in the case of an establishment only if sales for retail and 
sales to customers engaged in a mining, eae aren, transporta- 
tion, commercial, or communications business in the aggregate do not 
exceed 25 percent. 

Now commercial business is presumably intended to apply to all 
purchase and consumption motivated by a profit purpose. I have no 
doubt that the people that drew these bills and the Wage and Hour 
Division would hold that sales to contractors or sales to the local 
grocery store, to the local plant for a platform, would be nonretail. 

Now, gentlemen, there are few of our 30,000 lumber dealers in 
— vitae iy States, even in the smallest hamlets, whose sales for 
retail or for resale to contractors and other business units and con- 
sumers aie not far exceed 25 percent. That is one of the reasons 
for 3 (m) or 3 (n) of the present bill which protected sales to 
contractors. 

This bill would cut completely out from under us our whole mem- 
bership. If that is included, a redefinition of retail to bring out this 
business-use conc ept, the impact on our industry would be devastating, 
and there are few of our dealers in the country who would not be 
brought under the act. 
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Under those circumstances we have to oppose it. And in your home- 
towns your local retail dealer will oppose it for the same reasons. 

Now the last point I have is that we believe that this coverage— 
whatever it would be—would be injurious because it would impair our 
retail service. 

I am not going to dwell on that at too great length, but I do want 
to point out that anybody who has gone “down in the morning and 
picked up a sack of concrete or Sakrete—that is what it is now; ; they 
have it all mixed ready for you—or a board knows that he has to do 
that before he goes to work. The essentiality of our function in dis- 
tribution only is based upon our ability to serve the needs of these 
homeowners and contractors and other consumers in our community. 
We have to adapt our service to the needs of our customers. And to 
a large extent these people require service at other than what you and 
I think of as factory working hours or office hours. Yards must be 
open early and late 6 d: ays a week. Dealers cannot change the fact that 
the farmers must buy in the evenings and on S: aturdays. Do-it-your- 
self customers have to buy before or after work on weekdays and on 
Saturdays. Contractors must have access to yards early in the morn- 
ing before work starts on the job if continuity is going to be 
continued. 

In other words, retail operations cannot be controlled according to 
man-hour productivity as can production lines. 

Now I represent manufacturing organizations, too. And in a fac- 
tory I know that work can be se heduled in advance. The orders fall 
off and you ean shift, stagger your shifts. You may have to lay off 
employees and shut down departments. But the retailers must stay 
open for business despite the fact that every day in every week there 
are a lot of hours in the day that the fellows do not work hard. 

I worked 5 years in a retail store going to school, and it is the 
easiest job in the world a large part of the time. But I had to be 
there long hours. 

In other words, it is true that in our industry you cannot turn off 
production like you can on a factory line. I think this was the reason 
for the original exemption, and I think that service of this kind can- 
not be taken care of and paid at overtime rates. 

The inevitable effect of coverage will be 1 of 2 things: either we 
have to curtail our retail service or we will have to reduce our ability 
to serve the public. 

I am not going to comment on the next point I have here very 
much. It has to do with the burdens of recordkeeping. 

I realize that whether you are regulated by the State or by the 
Federal Government there are records to be kept. But I do say that 
one of the reasons retailers have long since been exempt is the fact 
that these little fellows are not equipped to keep the multitudinous 
records that can be devised by Federal agencies. 

We remember the NRA, and we remember the OPA, and, frankly, 
the records that have to be kept cannot properly be kept, and the 
reports cannot properly be made by these little 3- and 5-man yards. 

Congressman Roosevelt, in the earlier hearing I pointed out that 
half of our people are in yards of 3 or less, and two-thirds 5 or less. 
So we want to be relieved of that burden as well. 
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Finally, we do not believe that in the long run overtime coverage 
would benefit employees. I have explained ‘that our aver age rate is 
well over the minimum now. 

It is true that we would be required to pay overtime for work over 
40 hours to quite an extent. To an extraordinary degree lumber 
dealers have provided substantial stability and regul: rity of employ- 
ment to their workers. Most employees are hired by the month or the 
year. It is common for dealers to carry their regular employees on 
a salary basis month in and month out through slack and busy seasons. 
This makes it possible to handle business duri ing rush hours and aver- 
age it out during slack seasons, which is of mutual benefit to the dealers 
and to the employees alike. Such averaging is impossible under the 
wage and hour law. 

If wage costs in this industry are increased to a point that man-hour 
productivity becomes the controlling factor, as it is now in manufac- 
turing, the regularity of work now “enjoyed by retail employees will 
be endangered. The imposition of penalties for overtime work would 
force dealers to shift toward the factory system of staggered work 
schedules and layoff and recall practices, and employment in our 
industry would tend toward the seasonal employment and fluctuations 
of the construction and farm industries who are our principal 
customers. 

Therefore, we believe that few employees informed of the pros and 
cons would want to trade their present employment stability and 
security for the factory system of production-line schedules. 

And, of course, coverage would deny exemption to the many mar- 
ginal employees we w ould have. We would either have to hire more 
productive workers or machinery. 

In conclusion, gentlemen, I want to say we appreciate the oppor- 
tunity of making known our real problem to you. We have dealt with 
the situation of the lumber dealers here today, but the testimony of 
the many retail and service groups which have appeared here and in 
the Senate reveal common-interest functions and need for exe mption, 
and we join in the view that the pending bills and Secretary Mitchell’s 
proposals are opening wedges toward greater coverage and greater 
Federal control of retail wages and hours. 

We urge that the full exemptions be continued. 

Mr. Ketiry. Mr. Landrum / 

Mr. Lanprum. Mr. Mahin, to what extent are the 30,000 members 
you refer to also engaged in general builders’ supply business such 
as hardware and paints and other things that you use? 

Mr. Manin. That has been increasing over the years. The scope of 
materi: 7 handled by dealers has changed from strictly lumber to the 
others. I don’t know exactly, but I would say that a very large part 
of them, probably the greater part or by far the greater part. 

Mr. Lanprum. Then would it be true that the actual retail employee, 
the salesman, the clerk that is principally concerned here 1s also 
engaged in selling other commodities than lumber ? 

Mr. Maury. Oh, yes—all building materials. 

Mr. Lanprum. And that those who may be employed str ictly within 
the lumber operations are generally within a skilled category like a 
carpenter or special workman? 

Mr. Manin. Not at all. 
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The same people and same skills are required to handle practically 
everything the lumber and building material yard handles. It is a 
combination of labor and salesmanship quite often. It takes the same 
skill to move a board out of a boxcar onto a pile as it does a sack of 
cement. 

Mr. Lanprum. Do not a number of your retail lumber establish- 
ments cut small orders of lumber to specifications supplied by the 
individual purchaser ? 

Mr. Manry. Most yards have what we call a DeWalt saw which 
does cut sticks to length and width just like you may slice off a piece 
of meat in a butcher shop. You have got to give them the size they 
want. It isa minor part of the business. 

And if you are talking of millwork activities, that is a very small 
activity. 

Some areas of the country differ. I think that in the South you 
will find more millwork activities combined than in the western and 
middle western and northern parts. 

There are in the South some combinations of what we call pecker- 
wood lumber mills who have a retail outlet. 

Mr. Lanprum. We have got peckerwood sawmills. I did not know 
we had any peckerwood retail stores. 

Mr. Mauin. There is a combination situation, Congressman. If 
the little sawmill sells its materials at retail locally it is, at least in 
the sale of it, doing a retail job. The law is that unless it is segregated 
they are all under the act now. 

If they are segregated and have a retail department, that aspect 
of that operation would be exempt. 

Mr. Lanprum. That is all. 

Thank you. 

Mr. Ketiey. Mr. Roosevelt ? 

Mr. Roosevett. Mr. Mahin, I am sorry I was not here earlier to 
hear all of your testimony, but if I ask some questions you have al- 
ready covered I hope you will forgive me. I am trying to go back 
into the testimony and look it over. 

Of the 30,000 concerns that you are talking about here how many 
of them are covered by contracts with the teamsters ? 

Mr. Manin. I explained that I do not know. 

There would be a minority. I would say considerably less than a 
third or less than a fourth of the employers, I am told by Mr. Alex- 
ander, and less than a half of the employees, 

And I might explain the reason for that is that our yards are so 
largely dispersed in agricultural areas that we have avoided the ex- 
pansion of union organization that is common in your industrial 
centers. , 

Mr. Roosrveir. Do you feel about half of the total employees in the 
industry are in the agricultural areas, and half in the urban areas? 

Mr. Manry. I would say that that is not a bad estimate although 
personally I would think that a greater part would be in the rural 
areas than in the metropolitan areas. 

Mr. Lanprum. Will the gentleman yield? 

Mr. Roosrverr. Yes, I yield. 

Mr. Lanprum. Do I understand you to say that a greater part of 
your retail lumber establishments are in the rural areas? 
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Mr. Mantn. Yes. It depends on what you define as a metropolitan 
area. But I pointed out in the beginning that half of them are in 
towns of less than 2,500 population, which is getting pretty rural. 

Mr. Lanprum. Half of your retail lumber establishments ? 

Mr. Manin. Half of the 30,000. 

I might point out, as Mr. Alexander points out to me, that your 
big industrial yards, the horrible examples that you gentlemen may 
have reported to you or may think about, these big y: ards, concentra- 
tion yards in New York and other places, have long since been covered 
by the act because largely more than 25 percent of their sales are in the 
present category of nonretail, sales for resale. They supply other 
yards or large industrial carload users and that sort of thing, you 
see, for railroads and industrial purposes. 

Mr. Lanprum. Thank you. 

Mr. Roosrtverr. On page 2 of your statement, where you give the 
weekly average earnings and hourly earnings, can you equate that for 
me in terms of the fact that they are paid, as you point out later, on a 
salary basis covering the slack periods as well as the full-time periods / 

Are these figures ‘that you quote based on the salary figures? 

Mr. Mantin. Yes. 

Mr. Roostvetr. Overall figures ? 

Mr. Maurin. Yes. They are average hourly rates. 

Now may I say that that information is taken from the Monthly 
Labor Review of January 1957. And it is my understanding that is 
the only way they could get them because a large part of our people are 
on salaries. 

Mr. Roosrvetr. What percentage are on salary ? 

And by that do you mean year-round salaries / 

Mr. Maury. No. Monthly salary or weekly salary. 

Mr. Roosrvert. When you say average weekly earnings, if a man 
only works 4 or 5 months that is one thing, and if this is an average 
weekly earning over his yearly period that is a different thing. Whi 
is it? 

Mr. Maury. I would rather guess that the Department has com 
puted that on the basis of time worked. If a man worked for 3 
months his average weekly earnings would be based on that. Other- 
wise you would have a completely distorted picture. 

We are not on a guaranteed annual wage although that is pretty 
much the practice. 

Mr. Roosrvert. Therefore, the actual impact of the law and your 
main objections to it are not so much based upon the additional cost, 
out-of-pocket cost that it would give to your members, but, rather, to 
the extra work that you pointed out in keeping records and in the 
imposition of direct Federal control ? 

Mr. Mantn. I am afraid the Congressman is giving too much 
weight to the point I almost passed over. 

Of course, we are concerned with cost. Let’s take a yard that is 
working 6 days a week, 8 hours a day. You have 48 hours. The 
impact of the increased overtime over 40 hours would be a terrifically 
increased cost. 

Mr. Roosevert. Of course, in the Secretary’s bill there is no over- 
time provision. 

Mr. Mant. Oh,no. But next time there will be. 
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Mr. Roosrve.tr. But this is what we are dealing with now. 

Mr. Manin. We can only measure it by the past. 

The last time he wanted it. 

Mr. Roosrverr. However, to go back to my original point, the main 
thing you are afraid of is the overtime. In your opinion the impact 
on the worker will be a loss of employment, or, the overall picture, a 
loss of employment because of inability to adjust to the method of 
employment that you now exercise. 

Mr. Manin. I would say that would be an effect. But I would like 
to add, Mr. Congressman, that the future is portended by Mr. Meany’s 
comments. It was only reluctantly that he went along this time on 
the dollar minimum. In the next session there will be $1.25 and $1.50 
minimum put in. And if we get under the act now we will be tied to 
it, whatever future figure is imposed. 

Mr. Roosrvetr. You see the trouble with that philosophy is that if 
that becomes the standard for the Nation then there is not any reason 
why all of the industry does not adjust to it. And the facts prove that 
all industry does adjust to it. 

To have you exempted from being required to make the adjustment, 
whichever other industry is required to do so, does not seem to me 
to make very good sense. 

Mr. Maurin. We may be completely wrong, Mr. Congressman, but 
we feel there is a lot of difference between the requirements of a retail 
operation and a factory. 

The customers of a factory put orders in. They can be supplied 
by scheduled production. 

The retailer has to be there to serve the people. 

We may be wrong, but we feel that is a very important difference. 

Mr. Roosrvetr. I am not unsympathetic to your point of view in 
this matter, but I am interested that you seem to be presenting a point 
of view that you are not willing to come up with the rest of the econ- 
omy, that you want to be excused from ever coming up with it, because 
to me that is a reactionary point of view which I think we have over- 
come in net arly all of the economic thinking in the countr Wie 

My next step would be: I do not think any member of this commit 
tee has any real desire to bring what you call or what I would call the 
little retail establishment that is employing 3 to 5 people under it. 

I would very much like some detailed background as to the sales 
figures of that part of the industry which you have, roughly I think, 
put at half of the 30,000. I would like to have the sales figures of 
those concerns if you could supply them to us. 

Mr. Manrn. I will see what we have. 

But, as I pointed out, that material will all be detailed in full when 
the Secretary’s report on the retail survey is completed. 

Mr. Roosrverr. For instance, would it be unrealistic, in order to be 
consistent, if we, for certain industries such as yours, where you 
pointed out the sales figure is perhaps unrealistic, either as to intake 
or output, considered trying to find that point at which the majority 
of these small concerns would be exempt whereas we would still be 
going after those who were not truly small concerns, small retail 
concerns ¢ 

Mr. Mant. Of course, you can find a point. 
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I mentioned before that from 6,000 to 9,000 of our dealers would be 
brought under the $500,000 principle. 

Now you can arbitrarily draw a line any place you want to. And 
you will exclude some and include some. But look what we are doing 
for the labor people. The minute you pass a bill like that, what 
happens? 

You will have a yard on this side of the street doing $150,000 worth 
of business a year, about as small as you can get. It is under the act 
because it is owned by a company that has four other little yards just 
like it in neighboring communities. 

Across the street from it is a great big yard doing $499,000 worth a 
year. You pass this law, and next year what will happen? The 
labor people will be in saying: “Remove the discrimination. It is 
unfair to have a big yard here free and a little yard under it.” 

And that is my point. 

The minute you take part of it the tandem effect and the argument 
feature is going to injure us. 

As I told Senator Douglas in 1955—— 

Mr. Roosevett. Wait a minute. Let me stop you there. 

You have again pointed out that that is not a factor because every- 
body pays over it anyhow. You cannot have it both ways. If 
everybody is paying over it anyhow then the question of bargaining 
does not come into it. 

Mr. Maury. Everybody is not paying over it. 

Mr. Rooseverr. A big majority, you have pointed out, do pay over 


Mr. Mantn. There is a great majority that do. 

Mr. Rooseveit. Then how does that come into the picture? 

Mr. Mant. Because of the overtime and because as time goes on 
the minimum rate is going to be boosted. 

Mr. Roosgvett. If the minimum rate is going to be boosted so will 
the other rates. 

Mr. Manin. That is correct. 

Mr. Roosevett. So it will be relative. 

Mr. Maury. Is it the thought that the retail industry, per hour, 
should be on the same minimum as factory people per hour? 

Mr. Roosevett. In certain parts of it, absolutely; where it is big 
enough to justify it. 

Mr. Maury. But when you compare, Congressman, Secretary Mit- 
chell’s proposal or the other proposal or where the line a 1 be, we 
view it as a question of just whether you cut off your arm 1 inch or 2 
inches at a time. 

We think the objective is complete coverage. And our point is we 
do not want the arm cut off at all. 

Mr. Roosevett. The basic difference there is that in the opinion of 
those who have come to testify, complete coverage is not their aim. 
And they have stated openly before the committee that that re not 
their aim, and that they recognize that that would not be correct. 

They cannot make that statement year after year before the com- 
mittee and then not be held to it at some future time. 

And I think that the basic thing that would motivate me, for in- 
stance, is to give real protection to the small, independent retail indi 
vidual. But when they get large enough so that they are not small 
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under anybody’s category, then there can be no question in my mind 
that they have reached the position where they should come under 
the minimum wage. 

Mr. Maury. Does the Congressman feel that there is any signifi- 
cance to the fact that there has been complete unanimity among all 
the retail industries in the resistance of this effort? Do you think 
that is solely selfish 4 

Mr. Roosrvetr. No. 1, I would dispute that from the individuals. 
I realize that associations such as yours come in here because this 
means something from the point of view of the association. But 
I think you will “find that the small, average individual retailer, once 
he gets away from the propaganda of the situation and realizes that 
he is exempt, he is perfectly willing to go along with the exemption. 

Mr. Mautn. What is your view on that, Mr. Alexander ? 

Mr. Avexanver. That would not be true if his competitor across 
the street, hiring the same kind of people he hires, is put under some 
regulation. That would certainly apply a practical requirement on 
him, not legal but practical. 

I am thinking of a town—Kankakee, [l—that has six lumber- 

yards. One of them does $600,000 or $700,000, and the rest less. 
They have bargained with the union for 20 years. I believe their 

rate now is $2.05 or approximately that, with time and a half over 
48 hours. 

If that 1 yard is required to pay time and a half over 40 hours 
those other 5 yards are in right now as a practical proposition. They 
could not possibly go on paying time and a half over 48 hours when 
this 1 yard was paying the same amount, the same rate and time and 
a half over 40 hours. 

Mr. Roosrveitr. You say they are paying it now. They are paying 
two-dollars-and-something an hour ? 

Mr. Avexanper. But time and a half over 48 hours. And they do 
not work much time over 48 hours. They work 48 hours. 

But if this one yard is required to start paying time and a half 
over 40 hours, then he will have to pay overtime because you cannot 
run a lumberyard and only have it open 40 hours. 

Mr. Lanprum. Will the gentleman yield there ? 

Mr. Maurin. This very thing did happen in Chicago. The truck 
drivers’ contract in the Chicago yards required time and a half over, 
I believe it was, 47 hours. Under the wage-and-hour-law interpreta- 
tions, 4 or 5 of the big yards were deemed to be covered that were not 
retail, and I think probably that was right under the technicalities of 
the law. 

Within just a matter of months after those 3 or 4 larger yards had 
to start paying time and a half over 40 hours, even though the union 
contract only called for time and a half over 47, within a few months 
after they had to start, all the rest had to start, too. And the same 
principle would apply. 

Mr. Roosrveir. What happened to them ? 

Mr. Avexanper. Well, they are now paying time and a half over 
40 hours. 

Mr. Rooseverr. Yes. That is strange, isn’t it? They were able to 
adjust. 
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ALEXANDER. I have not suggested that it would put them out of 
business. I think the average lumberyard would stay in business. I 
do not think the impact of the — rates would put a particular 
number of lumberyards out. I do not know of any, I think, that 
would go out of businsss. The customer would have to pay the bill 
the same as he does for ever ything. Ly 

Lanprum. I just asked the gentleman to yield, and you have 
tuninel my question before I got to put it. 

The thing about which I am conce rned, and I believe all of us are 
concerned, is whether or not in the application of this law, if it is 
passed, we are going to first put any people out of enetorennk or 
destroy any small-business enterprise or any business enterprises. 

Mr. Avexanper. I would feel that, as to some smaller establish- 
ments that are marginal now, this might be the straw that would break 
the camel’s back. But it would not be an —, number. 

Mr. Lanprum. I have two other questions, Mr. Alexander. 

First, recognizing that the retail establishment must operate on a 
different hour schedule from a fac tory establishment, can a 48-hour 
schedule in a retail establishment, as opposed to a 40-hour schedule 
in a manufacturing establishment, adequately serve the demands of 
the retail trade ? 

Mr. Atexanper. In the aver: age lumberyard, ves. The average 
lumberyard has to be open in the morning to t: ake care of the con- 
tractor who wants to get down there and transact some business before 
his job starts at 8 o’clock. And there has to be somebody there after 
his job winds up at 4:30. 

Well, a great number of lumberyards now operate 50 hours, five 
9-hour days and 5 hours on Saturday. I know of very few that op- 
erate any longer hours than that, although the ‘Vy may be pressed into 
it in a special rush season. 

Mr. Lanprum. If you will permit me, Mr. Chairman, I believe the 
record should reflect a little more of Mr. Alexander’s background in 
view of this testimony. Will you tell us something more in detail ? 

Mr. AnExanperR. I have been in the retail lumber business in Illinois 
and Wisconsin for 25 years or pretty near 35 years, and I have served 
on 2 number of more or less national association and industry com- 
mittees through various Government regulatory periods, wartime and 
otherwise. So I have learned about the conditions in other parts of 
the country. 

Mr. Lanprum. Are you presently an officer of the Retail Lumber 
Denlers Association / 

Mr. ALexanver. No, sir. Iam a director. 

Mr. Lanprum. You are a director. And do you presently operate 
your own individual retail lumber business ? 

Mr. ALEXANDER. Yes, sir. 

Mr. Lanprum. How many yards do you have, Mr. Alexander? 

Mr. ALExanprer. We have quite a number of small yards in Illinois 
and Wisconsin, about 75 or 80. 

Mr. Lanprum. In northern Wisconsin / 

Mr. ALExanvErR. No. Mostly southern Wisconsin and the northern 
two-thirds of Illinois. Our company is not the least bit concerned 
about the dollar. We have nobody at less than a dollar now. We have 
nobody on our payroll at less than a dollar. 
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Mr. Lanprum. How many employees do you have? 

Mr. ALexanper. 400 or 500; 450, I believe. 

Mr. LaAnprum. What would they average to the yard ? 

Mr. ALEXANDER. Bet ween 3 and 5. Some yards smaller. We have 
some yards with only 2 people in them, a manager + and a truckdriver, 
and a. have some larger ones. The majority are relatively small, 
serving farm trade. 

Mr. Lanprum. Do you ever get any of our good southern pine lum- 
ber up there? 

Mr. Avexanper. Yes, sir. We used to operate in the South. 

Mr. LAnprum. That is all. 

Mr. Auexanper. The big point that bothers me here is the idea that 
[ am afraid may be prevalent that covering only a portion of this 
industry would leave the rest unaffected, and the just is not the way 
it would work. 

True, it would be only that small portion that might be covered by 
the technical requirements, but other people have to compete. Every- 
body has to pay. 

Well, you have to keep your people happy and you cannot have your 
competitor across the street paying his people better than you are 
paying them and keep your people happy. It just means more cost. 

Mr. Roosrverr. Let me pursue that for a minute. 

If a requirement were inserted in the law that, instead of 100, we 
reduced it to, let us say, 10 or 15 and exempted people with less than 
10 or 15 employees, what would happen to your industry 2 

Mr. Arexanper. With no dollar standard of sales? 

Mr. Roosrvetr. That is right. 

Mr. Avexanper. And with 10 or 15 employees in the establishment 
or in the company ? 

Mr. Rooseverr. No. In the establishment. 

Mr. ALexanprer. Well, that would technically exempt most of the 
lumberyards, and the pressure then would be whatever competitive 
pressures there were from the larger yards. 

But, of course, it still would be the start toward coverage, and we 
just do not feel that an e mployee in a retail lumberyard is up against 
quite the same thing as the man in a factory. 

The man in a retail lumberyard today out in Ilinois—it is still] 
winter out there—would be sitting around spitting on the stove this 
morning. 

[n a factory you move in in the morning and move up to the punch 
press and you are bang, bang, bang right there until quitting time 
except for lunch and rest periods. It is quite a different type of work. 

Mr. Roosrveir. However, you do have a continuity of year-around 
employment, do you not? 

Mr. ALexanper. Yes, very, very much in our yards. I think that is 
typical of the lumberyards in the Middle West. 

Mr. Roosrverr. The thing that bothers me is you talk about 3 or 5 
people. How many do you cut down to between 3 and 5% You can- 
not cut it down much or you have disappeared off the map. 

During that period, if there are only 3 to 5 people working in the 
great majority of these establishments, how many of those 3 to 5 have 
seasonal employment ? 








212 FAIR LABOR STANDARDS ACT 


Mr. Avexanper. The 3 to 5 that I am talking about are the year- 
around people. <A typical lumberyard in the Corn Belt would then 
be the owner, the manager, a girl bookkeeper or a man, a man wor k- 
ing out in the yard, and a couple of truckdrivers. There are many 
smaller than that, but that would be quite a common-size yard in 
the country from Indiana on through. 

Mr. Roosevett. Who are the people sitting around spitting on the 
stove? 

Mr. Atexanper. The truckdrivers. Today, with snow on the 
ground and the roads muddy and no construction work going on 
except a house maybe that some contractor got started last “fall and 
got closed in so he could work inside through the winter, if there 
doesn’t happen to be some material coming in for sale today there 
might be next to nothing to do in that yard. 

Mr. Roosevetr. But they are on salary, though ? 

Mr. ALExanper. They are paid by the week, ik irgely. 

Mr. Roosevetr. In other words, they are not laid off. They may 
have to work harder at other times because it is the custom of the in- 
dustry to keep them on year-around employment ‘ 

Mr. Avexanper. That is right. 

That same type of yard might be mighty busy next September and 
October when the heaviest part of the farm trade comes after the 
farmers’ harvest and they are getting ready for winter and getting 
that cattle shed built that was put off all summer, and it has all got 
to be done in a hurry in October. 

Mr. Roosevett. I think that is all, Mr. Chairman. 

Mr. Lanprum. Mr. Chairman, I have one question. 

Mr. Ketter. Go ahead. 

Mr. Lanprum. Is it your feeling then, Mr. Alexander, that with 
the extra hard work and maybe a few extra hours during the rush 
season that the employee is required to perform, he is still adequately 
compensated by his tenure of employment, being paid the year around 
while he is standing and sitting around the stove playing checkers 
or something ? 

Mr. Avexanpver. If he gets in those smaller communities $55 to $70 
a week the year around he is in pretty good shape. 

The teller in the bank in that little town probably doesn’t get as 
much. 

Mr. Roosrvett. May I bring out this point: 

What you have in mind here is that if they were to be covered it 
would not be fair to put in overtime for that period of the year where 
they work longer than the 40 hours because they would not have 
actually worked all during the other period. 

Mr. Atexanper. That is right plus the burdensome record-keeping, 
the technicalities of just what constitutes overtime. Some of those 
results get pretty complicated for a little fellow who is running a 
lumberyard serving his customers, keeping his employees happy, 
keeping his bills p: aid and collecting his accounts, and trying to keep 
up with the rules. 

And I am not belittling the rules. I think maybe they are neces 
sary. But it is a pretty big job for maybe that kind of little fellow 
to keep up with because some of the bigger companies I know about 
occasionally have a difference of opinion with the Labor Board as to 
what the regulations mean. 
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Mr. Roosrveir. That is the individual, independent companies. 
But take, for instance, as in your case, Mr. ‘Alexander, where you un- 
doubtedly run your companies on a centralized basis. 

Mr. ALEXANDER. The manager has got to be the one to decide 
whether that truckdriver is going to “work overtime tonight and 
whether he did work overtime and see that he is given the proper 
amount of pay at the end of the week. Nobody in the general office is 
going to be able to keep track of that. And the manager can get into 
complications about it. 

Mr. Roosrvetr. That is not coming out of the manager’s pocket. 

Mr. Atexanper. No, it is not coming out of the manager’s pocket. 

A thing of that general nature happened to us a couple of years ago. 
We had a carpenter working in a lumber yard, making portable hog 
houses during the winter, using up scrap materials. The first week 
i eee out the old-age benefit deduction 
and withholding tax from the check. The man blew out through 
the roof. 

He was an independent contractor, and none of that for him. He 
was an independent contractor. He was not an employee. He talked 
our manager out of it. 

So he stayed on the job about 3 months, being paid as an independ- 
ent contractor. Then he worked a while that summer for other peo- 
ple; and came fall and he was out of a job. The first thing he did was 
to highball down to the unemployment office and apply for unem- 
ployment benefits and give us as his last employer. 

That is the type of thing that can happen on some little technical- 
ity on overtime when you do not have e an experienced labor relations 
man watching all that kind of thing in each place of employment. 

Mr. Lanprum. So actually that person would have been better off on 
a straight $50-a-week salary the year around. 

Mr. Auexanper. I guess so. Of course, he was a carpenter. He did 
not work as a laborer. He got more pay than that. 

Mr. Lanprum. Just as an example. 

Mr. ALExANDER. I think very likely he would have. He would have 
been better off if he had worked all year than if he had stopped part 
of the time; ves. 

Mr. Ketiry. Mr. Ayres? 

Mr. Ayres. Mr. Mahin, did I understand you correctly when you 
stated that the teamsters, through collective-bargaining contracts, 
dealt with many of vour dealers ? 

Mr. Manin. That is correct. 

Mr. Ayres. Representing the employees hired by the dealers? 

Mr. Manin. Yes. 

Mr. Ayres. And at the same time some of these contracts that have 
been negotiated by the teamsters and the lumber dealers themselves 
have been negotiated on the basis of no overtime? 

Mr. Marin. Either no overtime or overtime over 48 hours, or some 
other figure, as Mr. Alexander has explained. 

Mr. Ayres. Do you feel that if it had been practical from both the 
teamsters’ point of view and the managers’ point of view that they 
— d have negotiated a contract providing for overtime over 40 
ours ? 


89327—-57—pt. 1——16 











214 FAIR LABOR STANDARDS ACT 


Mr. Manun. The vagaries of collective bargaining are hard to gen- 
eralize about, but I would say that the fact that they did not.arrive at 
over 40 hours overtime was an indication it was impracticable. 

Mr. Ayres. In all probability, from your observation of the team- 
sters, they will drive as stiff a bargain as they can? 

Mr. Mant. It has been my experience that the only ones that are 
worse are the steel workers and the automobile workers. 

Mr. Roosrver. Would the gentleman yield? I don’t like to see 
you use the words “they were worse.’ 

Mr. Maui. Tougher bargainers. 

Mr. Roosevevr. That is better. 

Mr. Ayres. Then, in essence, what you are saying is there was a 
local situation that did not make it practical to have a 40-hour base 
for overtime ? 

Mr. Maurin. That, I think, is a fair conclusion. 

Mr. Ayres. So if this committee provided coverage in those areas 
that they now have contracts we would be doing something that the 
teamsters had not been able to do through collective bargaining? 

Mr. Manin. That would be true in those areas. 

Mr. Ayres. Is there anything in your observation that has made it 
impossible for the teamsters to organize the workers in the association 
that you represent that are not now organized ¢ 

Mr. Maury. The fact that they have not organized them. 

I would say that maybe I misunderstood your question. 

Mr. Alexander suggests to me that their situation is quite similar 
to that of other retail organizations in the respective communities. 

Mr. Ayres. But, to your knowledge, there is not anything in the 
existing law that prevents them from organizing a group of employees 
if the employees want to be organized ¢ 

Mr. Manin. None whatever. And, as a matter of fact, since they 
bargain with us as a group, they normally get Labor Board jurisdic- 
tion because in appraising or applying their jurisdiction yardstick of 
the Board they apply it to the group if that is the nature of the bar- 
gaining. They add all the dealers together. And when you get all 
the dealers together in most communities you would have a million 
dollars or more coming in. 

Mr. Ayres. Representing a a highly industrialized district myself, 
primarily Akron, Ohio, it has been my observation that a union does 
the most good for the membership when they represent a group of 
members who themselves cannot deal directly with the management. 
And in most cases where we are not organized we find that the indi- 
vidual employee can get directly to the boss and handle his grievances 
und his wage scale and his overtime pay much better than he can by 
having an outsider, in many cases, represent him. 

It is my observation that probably the reason the Teamsters or 
any other union has not organized your employees is that the em- 
ployees are perfectly happy with the man they have to deal with 
now. 

When you find an organization hiring 2 to 5 people they are pretty 
close to the manager of the organization. And, like in Mr. Alex- 
ander’s operation, there is not anything to prevent them from getting 
directly to him if necessary. 

Mr. ALExanpeR. I think the situation in a lumberyard is the same 
as in other employment in those smaller communities. As a matter 
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of fact, I know of some small communities where the only union people 
are the truckdrivers, and the other employees in the community are 
not union. 

Mr. Ayres. We are going to have to answer a rolleall. 

But, summing this up now, am [I on sound ground when I assume 
that in your operation a majority of the employees are happy with 
the working conditions as they now exist ? 

Mr. Maur. Even despite the terrific organizational methods and 
devices used by the Teamsters, including boycotts, yes, sir. 

Mr. Ayres. Thank you. 

Mr. Kettxey. Thank you very much, Mr. Mahin. 

We are sorry that you were interrupted a couple of times, but we 
appreciate the contribution you have made to the work of this com- 
mittee. 

Mr. Manin. Thank you very much. 

Mr. Ketiey. The committee will recess until 10 o'clock Friday 
morning. 

(Whereupon, at 11: 15 o’clock a. m., the suabeommittee was recessed, 
to be reconvened at 10 o'clock a. m., Friday, March 15, 1957.) 
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FRIDAY, MARCH 15, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Lasor STANDARDS, 
OF THE CoMMITTEE ON EpucATION AND LaBor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m. in Room 429, 
Old House Office Building, Honorable Augustine B. Kelley (chairman 
of the subcommittee) presiding. 

Present: Representatives Kelley (presiding), Landrum and Griffin. 

Staff members present: Fred G. Hussey, chief clerk; James M. 
Brewbaker, general counsel; and Russell C. Derrickson, chief investi- 
gator. 

Mr. Ketiry. The committee will come to order. 

We have with us this morning Mrs. Marian C. Reed representing the 
Consumers League of New Jersey. 

Will you identify yourself for the record, please, and then you may 
proceed. 


STATEMENT OF MRS. MARIAN C. REED, PRESIDENT, CONSUMERS 
LEAGUE OF NEW JERSEY; AND MRS. LILLIAN KOLBERT, EXECU- 
TIVE SECRETARY, CONSUMERS LEAGUE OF NEW JERSEY 


Mrs. Reep. Mr. Chairman and members of the committee, my name 
is Marian C. Reed, 918 Boulevard, Westfield, N. J. 

This statement is made for the Consumers League of New Jersey, an 
affiliate of the National Consumers League for Fair Labor Standards. 

I am president of the Consumers League of New Jersey. I was 
chairman of the Minimum Wage Committee before being elected presi- 
dent in 1956. I served as a public member of the Wage Board that 
recommended rates for the restaurant industry in the State of New 
Jersey last year. 

We should like to go on record as favoring the Morse-Kelley bills, 
S. 1267 and H. R. 4575. There are 20 million wage and salary work- 
ers who are not now covered. These bills would extend coverage to 
9,650,000 of this number. This is nearly half of those not now pro- 
tected. 

For more than 50 years this organization has recognized the respon- 
sibility of the consumer for the conditions under which goods and 
services are produced. From the start we have been interested in the 
problem of minimum wage. We were active in formulating the New 
Jersey Minimum Wage Act enacted in 1935. We are proud of our 
contributions since then in the implementation of the act. Many of 
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our members have served on wage boards. We also supported the 
FLSA and are constantly studying its effects in our State. 

As a result of our years of experience, we are always alert to sugges- 
tions that we might make to improve both State and Federal legisla- 
tion in order to protect all of the workers. We believe that all of the 
workers who can be covered by an act of Congress should have this 
equal protection. It is not the American philosophy to protect a 
a group and allow others to be employed for less than a fair 

vage. 

The vast majority of workers at present excluded are not members 
of unions and are unprotected by either State or Federal legislation. 
Large numbers of these employees are earning less than a dollar an 
hour, less than $2,000 a year. The plight of these workers is becoming 
even more desperate as we are being warned of the inflation spiral. 
Their income is not enough to meet even a meager standard of living. 
So they must look to public relief funds or depend upon relatives or 
friends to supplement their income. The »y deserve a fair wage. 

It has often been stated that many workers, particularly in the 
retail trade and service industries, properly receive their protection 
from State minimum-wage laws. 

There are no minimum-wage laws in 19 States, twenty-one of the 
States having minimum-wage laws do not cover men. Thus, all 
trastate workers—men, women, and minors—are covered in only 8 
States. 

I might also add here that not all of the States that have minimum 
wage laws protect all of the workers because they are protected by 
industry groups or occupations and wage boards, and some of them 
have not had a wage board. So that the fact that they have a Jaw 
does not _ in that all of them would receive this protection. 

Only 314 million out of the 20 million not covered by the Fair Labor 
Stand: ae Act are ae to current minimum-wage laws and onde rs. 

We believe that both State and Federal coverage is essential, but it 
is obvious that the combined present coverage of the Fair Labor 
Standards Act and the State minimum-wage laws fall far short of 
accomplishing its objectives on both levels. 

If the proposed legislation of the Morse-Kelley bills is passed 

regulating important areas on the Federal level, it would facilitate the 
coverage of workers on the State level that cannot be covered in any 
other way. After all, I am afraid the average citizen believes himself 
covered by the Fair Labor Standards Act until unfortunate circun 
stances show him otherwise. 

We believe that the intent of Congress is to provide a fair wage 
floor for all American workers within its jurisdiction as rapidly as 
practicable. The first effort to do this was 19 years ago when the 
Fair Labor Standards Act was enacted to protect a segment of 
these workers. Since then the Congress has continued to revise up- 
ward the original act. 

We favor the Morse-Kelley bills because more workers would be 
protected than would be protected by the administration proposals 
For example, we can see no reason for limiting coverage to employes 
of establishments that employ 100 or more workers. A man or woman 
is no less hungry, sick, or worried because there are less than 99 others 
employed in the same establishment. 





Re AR 


FAIR LABOR STANDARDS ACT 219 


The administration proposal to extend to retail trade and service 
industries the principle of limitation or exclusion from maximum- 
hour protection would be detrimental to the minimum-wage orders 
of New Jersey where it has been established that overtime is an es- 
sential part of establishing a minimum fair wage rate. 

The recent opinion of the Supreme Court of the State of New Jersey, 
February 4, 1957, upheld the constitutionality of the overtime regula- 
tion of 114 times the regular hourly rate in the most recent wage 
order for laundry and dry cleaning occupations. In Christopher 
Lane. et al. v. Carl Holderman. Commissioner of Labor and Industry, 
Justice Wachenfeld, speaking for a unanimous court, stated : 


Despite assurance of a minimal hourly return, however, it is quite clear a 
living Wage cannot be achieved unless the employee is engaged for more than 
a few hours per week. The requirement of an hourly rate only becomes 
meaningful as related to “the minimum cost of living necessary for health” 
when it is applied to the employee’s opportunity to labor an average number 
of hours each week, * * * 

By acting as a financial deterrent to the employment of certain workers for 
long hours to the detriment of their fellows’ opportunity to labor, regulations 
placing a premium upon “overtime” assists in promoting the obtainment of a 
weekly recompense sufficient to maintain health. They encourage a more even 
distribution of available work among existing employees. 

Furthermore, appellants concede concede illness and accident occur in greater 
measure during overtime hours. Disabilities prohibit the steady employment 
which produces a minimum living wage on a long-term basis. Therefore, to 
the extent that overtime rates discourage the employer from prevailing upon his 
employees to spend excessive hours in the factory, they operate to secure the 
“minimum cost of living necessary for health”. * * * 

Does the fixing of maximum hours beyond which premium overtime rates 
shall be paid aid in securing the subject employees a fair return for their services ? 
It is common knowledge that in almost every occupation overtime wages are 
today paid. * * * Concededly, requiring payment of special rates for overtime 
labor serves objects other than insuring a fair return to the employee, but 
overtime may also logically be deemed a “class of service rendered” which is to 
be rewarded by a wage fairly and reasonably commensurate with its distinctive 
value. It was in part this point of view which led Congress to enact the Fair 
Labor Standards Act * * * embodying a provision for overtime compensation 
at 1% times the regular rate of pay. * * * 

On the merits, we conclude the commissioner’s action should be sustained as 
within the scope of his authority delineated by statute. Overtime rates based 
on the wage actually paid reasonably subserve the purpose of the enactment in 
helping to secure a fair and reasonable compensation for service rendered and 
a minimum living wage. 

They obviously serve to distribute work and to prevent impairment of health 
in a manner impossible to accomplish using minimum wage. 

This opinion confirms our own findings based on long experience 
that, overtime provisions are essential to accomplish the purpose of any 
minimum-wage law. We urge that any extended coverage under this 
act contain both wage and premium overtime provisions of 114 times 
the regular hourly rate after 40 hours a week. 

Extension of coverage in the retail trade is proposed. Nearly 7 mil- 
lion workers (6,928,000) are in this category. About 3 percent are 
protected, leaving still 97 percent to be included. 

The retail-trade industry has developed from the single isolated 
store to an industry that is largely dominated by cor porations operat- 
ing multi-State chain stores. 

From 50 or 70 percent of our retail volume in all categories except autos, 
gas and oil, lumber and building materials is done by no more than 400 retail 
organizations. (Fortune, November 1952, page 131.) 
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This has placed tremendous power in the hands of those corporations 
to determine the rate of wages to be paid and the number of hours to 
be worked. The intimate interrelationship between the dev elopment 
and the structure of retailing and basic patterns of the economy is 
generally recognized. Since the amount of goods that is moved from 
the shelves of the employer is determined by the amount of disposable 
income of all workers, the retail industry should be the last one to 
advocate a wage less than sufficient to meet the needs of the worker. 

F urthermore, when the average weekly wage of employees in manu- 
facturing in the United States is $82.01, as it was in October 1956, 
salespeople in the retail trade need a minimum wage equal to that set 
for those employed in manufacturing if they are to compete for the 
goods produced in this expanding economy. 

The employees are being put in an unfavorable position by one of 
the industries whose very life depends upon workers in all industries 
receiving a fair wage. 

Now I should like to confine my remarks chiefly to the local ad- 
vantages to the people of New Jersey if the proposed amendments 
were passed. 

We are particularly concerned that the employees of chain stores, 
chain hotels and other multi-State enterprises be brought under the 
scope of the act. Federal protection for these groups would greatly 
strengthen our own State activities on behalf of the workers in the 
small businesses wholly within our State. To say the least, New 
Jersey’s experience in promulgating recent wage orders has of late 
not been a happy one. 

Retail store employees: We do not have the figures as to the number 
of chains operating in New Jersey and the size of their labor force, 
but the percentage is probably similar to the national picture esti- 
mated by the United States Department of Labor that department 
store chains account for 37 percent of department store employment ; 
limited price variety store chains, more commonly known as dime 
stores, employ 71 percent; and food store chains employ 35 percent of 
the total workers. 

Time and again representatives of retail stores that operate across 
State lines have opposed Federal coverage and contended that if they 
are to be subject to any coverage it should be on the State level. 
(Hearings before the Senate Subcommittee on Labor, U. S. Senate, 
pt. 2, pp. 855, 836, and 909.) And, yet, their opposition to State 
legislation and t to wage orders is now apparent in New Jersey. 

Last year a wage board was organized for the — antile occupa- 
tions and took note of the wages being paid from the data in the New 
Jersey 1954 wage survey. They found that 34.7 percent of the female 
and 9.5 percent of the male full-time workers received less than $1 
an hour in the retail trade. 

The wage board recommended a rate of $1 an hour as a minimum 
for women and minor full-time workers, and 85 cents an hour for 
students and learners. Men are not covered in New Jersey’s act. 

The wage board recommendation was not signed by two of the em- 
ployer members, one of whom was the executive secretary of the 
Limited Price Variety Store Association of the United States. Their 
minority report indicated their belief that “no minimum wage for 
women and minors can be said to be ‘fair’ which is higher than that 
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New Jersev” (staff report of Senate Subcommittee on Labor, 84th 
Cong. 2d sess., appendix 33, p. 350). 

When the wage order for $1 an hour was promulgated, a suit, which 
is still pending, was brought to overturn not only the wage order but 
the constitutionality of the 1933 act itself, 

[t is the right of any citizen to ask for the protection of his interests 
in the courts, but it is interesting to note that out of the approximately 
11,000 retail firms in New Jersey, only 132 were petitioners in the 
suit—J. Abbott & Son v. Holderman. This suit is still pending. 
Among these petitioners were 23 chains that had been incorporated 
outside the State with their main business offices in another State. 
At least 7 more were firms which operated more than 1 store. 

Hotelworkers: New Jersey is particularly interested in hotel cov- 
erage on the Federal level. This might be accomplished by a plan 
similar to that used in Rhode Island that recognizes gratuities re- 
ceived in this industry. It is estimated that 11 percent of hotel- 
workers in the United States are employed by interstate firms. At 
least seven large hotel syndicates operate in this State of New Jersey. 

Hotelworkers are in a low- -paid group, even in those States having 
wage orders for the workers. A 1955 survey of the Bureau of Labor 
Statistics in 17 cities revealed that the average wage for women dish- 
washers was 35 cents an hour in New Orleans, and 82 cents an hour in 
Philadelphia. Elevator operators in Birmingham, Ala., were as low 
as 31 cents an hour. 

In New Jersey the 1954 wage survey showed that 86.1 percent of 
the full-time women hotelworkers and 66 percent of the men received 
less than $1 an hour. In fact, 26 percent of the women worked full 
time for less than 50 cents an hour. 

A survey in a neighboring State, which probably would apply to 
New Jersey, shows that 22 percent of the workers in the hotels re- 
ceived gratuities. That is in answer to the claim that these people 
all receive gratuities, and therefore they do not need to receive any 
more in wages. 

Mr. Ketiry. Let me interrupt you there. 

Should the gratuities be taken into consideration, I wonder how 
you would hi indle that ¢ 

Mrs. Reep. In Rhode Island they have a system where they have 
a statutory rate of 90 cents. And then they can allow up to 30 cents 
an hour for gratuities if a statement is signed by the employee that 
they have rec eived that much. If they receive less they take off up to 
30 cents an hour for the gratuities. And I think something like that 
could be done with a Federal act. 

In other States, of course, the wage boards set a special rate. 

Mr. Ketiey. I am just wondering how you would handle that be- 
cause, unless the employee reported it, I do not know how you would 
handle it. 

Mrs. Reep. Rhode Island tells us that it has worked very well there, 
and that in those large hotels where they have timecards they just 
have a statement on the back of the time card which the employee 
signs. Where they do not have, they sign a slip stating that they 
have received that much in gratuities up to the 30 cents an hour. 

Mr. Ketiey. And if they receive more? 

Mrs. Reep. If they receive more that does not count. They only 
allow up to 30 cents. 
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Mr. Keniry. I see. 

Mrs. Rerp. I think the reason for that is that since it is a mini- 
mum wage that that would protect the small establishments where 
they really do not received too much in gratuities. 

Mr. Ketiry. You may proceed. 

Mrs. Reep. So far as New Jersey is concerned, these wage survey 
figures are academic. New Jersey has the doubtful distinction of 
being the only State with minimum-wage laws to specifically exempt 
hotel employment. This exe os was put into our law at the final 
moments of its passage in 1935. Bulls to remove this exemption have 
been introduced at every session 1 since that date, but have failed to pass 
due to the entrenched opposit ion. 

An attempt was made in two recent wage orders for restaurants 
and laundries to include in the coverage by administrative order 
those hotels which served the general public in addition to their hotel 
guests in the operation of their laundries and restaurants. This 
definition was successfully challenged in the courts in cases brought 
by the Atlantic City Hotel Association, the Suburban Hotel System, 
and others. Thus, hotels in New Jersey are totally released from 
any wage order despite their competition with the business of the 
regular laundries and restaurants. 

We believe that if the employees of the hotel chains were to be cov- 
ered by the Fair Labor Standards Act that a precedent will have 
been establshed which will make it much easier to amend our State 
Minimum Wage Act to include employment in a hotel. 

Cannery workers: Over 200,000 workers are employed in canneries 
in the United States that are in the “area of production” and are 
completely exempt from protection of the law. <A special survey 
made by the Wage and Hour Division of the United States Depart- 
ment of Labor in 1952 showed that these exempt establshments had 
an average wage of 84 cents in the North and West, and 71 cents in the 
South. In the exempt fruit and vegetable establishments 26 percent 
in the North and West were paid less than 75 cents; 61 percent in the 
South, less than 75 cents. 

The section concerning cannery eXemptions does affect large proc- 
essing interests in this State. At present they are wholly or largely 
exempt for more than half the year from the requirements of paying 
time and one-half for overtime. For 14 weeks they are entirely 
exempt no matter how long the hours may be, and they can be cruelly 
long in the busy season in canneries. Then for a second 14 weeks food 
processors are required to pay time and one-half for overtime only for 
hours worked beyond 12 a day and 56 a week. 

A major improvement proposed in H. R. 4575 is to strike out the 
cannery exemptions from the stand: a overtime provisions. There 
seems no good reason why workers in food processing should not get 
the same minimum rates including time and one-half for overtime re- 
quired by law in other industries. The usual argument is that the 
hours must be long in the busy season because the food proc essed is 
perishable. But human health is likewise perishable. The oppor- 
tunity to earn time and one-half in the busy season is the accepted 
practice in most industries. 

Moreover, there is a real danger to the country as a whole in per- 
mitti ng so es ssential an industry as food processing to have a lower 
wage scale than other essential industries. This fact was demon- 
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strated during World War IT when the labor shortage in food can- 
neries was so acute that it threatened to impede the prosecution of 
the war. Good workers naturally preferred to work in other kinds of 
essential industries where good basic rates, including overtime, were 
assured the year round. Then quite suddenly our food canneries were 
found to be dangerously undermanned. 

In conclusion, may we urge the extension of coverage to as many 
workers as possible. What is good for one group of American work- 
ers is good for all workers. No society can permit any group within 
it to be deprived of the necessities for a decent livelihood, or to fail to 
share in the abundance that society provides, without gravely impair- 
ing its strength and cohesiveness. 

We are in favor of, (1) extending the scope of the act to all activi- 
ties affecting commerce—the term used in other Federal laws—includ- 
ing the National Labor Relations Act; (2) amending the act by basing 
the coverage on the activities engaged in by employe rs rather than on 
the work of individual employees; and (3) removal of certain exemp- 
tions at present in the act by the passage of the bills now before 
Congress. 

Therefore, we endorse the Morse-Kelley bills, S. 1267 and H. R. 
4575, 

Thank you. 

Mr. Ketter. Mr. Landrum ? 

Mr. Lanprum. Mrs. Reed, I gather the impression from your state- 
ment that you and probably your organization would favor the ex- 
tension of this act to cover all people regardless of the size of the 
establishment, the amount of its purchases in interstate commerce, or 
the amount of its gross sales, just a blanket coverage for all salar ied 
wage earners ? 

Mrs. Reep. Yes; all that could be covered by the national act of 
Congress. 

There are some activities within the State that could not be covered 
by the Federal act. But all that could be covered I would support. 

Mr. Lanprum. Projecting that argument a step further, you indi- 

cate here that if the Federal law were extended to cover in blanket 
form all the people that it could possibly reach, then those left uncov- 
ered would have a weapon with which to make the States cover them. 
Is that what vou are advocating? 

Mrs. Reep. Yes. That is in part true where the States could cover 
them. They do not cover all of them because we haven’t that much. 
But they would be covered in this manner, that if everybody that could 
be covered was receiving a fair wage the others would come into a 
larger wage because of the supply and demand of labor. 

Mr. Lanprum. Now, Mrs. Reed, let us take your overall recommen- 
dation and apply it particularly to laundry workers. 

I believe we can assume you are a housewife / 

Mrs. Reep. Yes. 

Mr. Lanprum. Do you have any concern about the rate you pay for 
your laundry work? 

Mrs. Reep. Yes, I do. But, on the other hand, I would rather do 
my own laundry work than to think that I was subjecting somebody 
to practically slave labor to do it cheaper. I am willing to pay enough 
that they can have a fair wage. 
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Mr. Lanprum. That would be the only natural consequence. But 
I want to see if I can tie this up logically. 

Suppose you are now paying 24 cents for laundering a shirt such 
as I have on this morning, and you are having that done in a laundry 
which is not presently covered by the Fair Labor Standards Act, and 
we extend this law in such measure as to include that laundry where 
you are now doing your business, and, because of that increased cost 
to him or to your laundry company, he raises the price of this shirt to 
30 cents. 

Mrs. Reep. But he shouldn’t because we have statistics to prove 
that all it would include would be a half cent at the most. 

Mr. Lanprum. I want to keep it tied as close as I can to one thing. 

Mrs. Reep. All right. 

Mr. Lanprum. Suppose that happened. Then I go back to your 
statement. You would pre ‘fer to do this shirt in your home laundry 
or in some laundromat rather than to pay your present laundryman 
the additional cost of 6 cents. Is that right? 

Mrs. Reep. Yes, since I have very good statistics to prove that the 
increase in cost to him would be one-half cent on that shirt. 

Mr. Lanprum. We will get to that a little later. 

I wanted to ask what you as a housewife would do. Would not 
your natural reaction be, well, I can’t just afford that; my income 
will not let me pay this additional cost for the price of shirts; I am 
either going to have to cut out something else or I am going to have 
to do my own Jaundry or do it in a cheaper establishment. 

Is that not the normal reaction of a housewife, Mrs. Reed ? 

Mrs. Reep. It might be for a while. But I do not think it would 
be among the groups that we have been contacting, the church groups 
and our group. They are willing to pay what is necessary to be paid. 

Mr. Lanvrum. I do not want to argue with you, Mrs. Reed, and I 
do not want you to feel that I am trying to argue. What Iam trying 
to do is present a picture here. 

Now suppose that the first reaction of the housewife was just what 
you admitted it would be, and that she took her business away. Isn’t 
the next step that would be normal on the part of the laundryman 
when he loses his business to cut off the number of his employees? 

Mrs. Reep. I am not sure that that is what would happen because I 
think that the people who now patronize the laundry would continue 
to do so. 

Mr. Lanprum. If you were in business would you reduce the num- 
ber of your employees if your business was reduced to the point that 
you had to do so? 

Mrs. Reep. Yes, but I do not think the business would be reduced 
to that point. I cannot believe that it would be because if it is an 
essential industry and people want that service they will pay for it. 

Mr. Lanprum. Let us go into another field. And again I do not 
want to appear to be argumentative. I am just trying to paint a 
picture. 

You speak very movingly here about the plight of the workers in 
the cannery field where we have to work in a hurry so to speak, down 
South. 

Mrs. Reep. Yes, sir. 

Mr. Lanprum. We have got to get these things in there and get it 
over with before the vegetables spoil, and get them in condition to can, 
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and get them canned and preserved so that they can be put on the 
market. 

Today you are buying 2 cans of Campbell’s tomato coup, in the 
chain stores for approximately 35 cents, I believe. They are 2 for 35 
or something like that. 

Now suppose we extend the overtime features of this act for all over 
40 hours to those workers in the cannery field, and, by so doing, cause 
them to get 114 times the normal pay for all over 40 hours. And it 
might be, as you suggested, 56 hours or it might be 60 hours or many, 
many hours, as long as the body ~— stand it. 

And suppose we put those same 2 cans of soup on the supermarket 
shelf and they become 2 cans for 50 a 

Would the housewife have any concern about that? 

Mrs. Reep. How have other industries met that? They have met 

by having more workers and not having to work them as long. 
Couldn’t the canning industry do the same as other industries have 
done ¢ 

Mr. Lanprum. By that, Mrs. Reed, you are suggesting, to my mind 
at least, that we pay the normal rate for 40 hours and then cut them 
off and don’t give them the opportunity to make the additional money 
that they might pick up in the short period, recognizing all the time 
that these are seasonal workers, that they do not have the regular 
factory-line establishment to work in. They work in season. 

Mrs. Rrep. They work in season, but they must do something the 
rest of the year. 

Mr. Lanprum. Many of them do, and unfortunately many of them 
do not because they can’t. They cannot find the work. So they need 
to make as much in this period as it is possible for them to make. 

Mrs. Resp. Would that be an argument for them to have overtime 
then so they would have enough to live the rest of the year? 

Mr. Lanprum. Of course, if you are willing to assume, and all the 
other housewives across this Nation are willing to assume the addi- 
tional cost of your tomato soup, for instance. 

What have you done to inflation? What have you done to our cost 
of living? Have you put enough into the wage earner’s pockets to 
offset the additional cost of living? 

Mrs. Reep. I think there are two things there. 

I think one thing is a moral issue and the fact of what the American 
philosophy is, that we do not have one group that is subsidizing the 
rest of the country. That is, have I any moral right to expect a worker 
to ruin his health in order to provide me with a can of soup at a lower 
price ? 

[ don’t think I have. I don’t think I would want to. 

Mr. Lanprum. Then let’s bring it down a little closer to at least 
where it would pinch me, 

[f you provide this worker in the soup-making line somewhere with 
the additional pay that would increase the cost of this can of soup, are 
you going to quit buying the soup or are you going to start making 
your Own soup or are you going to do without your soup or are you 
going to increase your own ine ome? 

Mrs. Reep. Well, I would think that I would buy the soup, and I 
think also that the worker would have enough money that he would 
buy soup which he might not have been able to buy before. 
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Mr. Lanprum. In that particular instance, yes. But what would 
that person do whose income is so fixed now and continues to be fixed 
over a period of time that they would have to cut out the soup? They 
would have to cut out something somewhere? What are you going to 
do with that? How is that going to affect our economy / 

Those are the things which concern me as much and equally so as 
increasing the present earning power. 

Mrs. Reep. Would you think that you should be so concerned about 
that that you would limit these people to less than enough money to 
meet the cost of living, who are doing the work? They are wor king 
8 hours a day and not making enough to meet a meager cost of living 
It is not even a can of soup that they are talking about. 

Mr. Lanprum. Perhaps it isa dress. Perhaps it is a pair of shoes. 

Mrs. Reep. You know that the workers who are on this limited 
budget, as a matter of fact, only have the clothes to go to work in. 

Mr. Lanprum. Every time you increase the consumer’s cost in any 
commodity you inevitably increase the cost of living overall. And 
when you do that you reduce the amount that any individual, in 
whatever income category he may be, is able to purchase. Is that not 
true? 

Mrs. Reep. But is it not also true that this has been going on and 
we have had increases so that the average wage now for the manufac- 
turer is above $80, and that has priced the goods out of the hands of 
the person who is getting less than a dollar minimum? That is, the 

amount of goods repo is equal to the —— of money in the 
spending stream so they can force up the price by the higher wages. 
And this worker that we are talking about who is getting less than a 
dollar an hour is not able to buy the stuff that is being produced. 

Mr. Lanprum. Mrs. Reed, you are president of the Consumers 
League of New Jersey 

What is the object of this consumers’ league ? 

Mrs. Reep. To have fair labor standards. 

As I said here, this organization has recognized the responsibility 
of the consumer for the conditions under which goods and services are 
produced. That is, we feel that that is a part of the consumer's 
responsibility. 

Mr. Lanprum. Do you also have a concern and an interest in what 
it costs the consumer to get these goods? 

Mrs. Reep. That is not a part of our concern. Ours is fair labor 
standards. 

We do take it into consideration when we are studying the budgets 
and cost of living necessary for a fair wage. 

Mr. Lanprum. Your league is not concerned at all with the price 
of goods that the consumer must pay ? 

Mrs. Reep. Inasmuch as it makes up the budget concerning how 
much an individual must earn in order to have a living, we are inter- 
ested that far. But not as individual items on the grocery shelf. 

Mr. Lanprum. Have any of your members written to Members of 
Congress or to members of the executive department protesting the 
size of the present Federal budget? 

Mrs. Reep. I do not think so. I know we haven't. 

Mr. Lanprum. Are you against it now? 

Mrs. Reep. No. 
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Mr. Lanprum. You do not think it is too large ? 

Mrs. Reep. I think that it has to be a certain size to give us the 
protection that we need. And we have to pay for that. _ 

Mr. Lanprum. Do you think there are any bounds within which we 
must stop or will have to stop the Federal spending? 

Mrs. Rerp. I think that that is being so closely watched that it is not 
necessary for our organization to mi ake that sort of survey. 

Of course, it could conceiv: ably go beyond the ae that would be 
good. But actually I do not believe that it would. I do not believe 
that either party would allow it todothat. I think it is being watched 
very carefully to see that only the necessary things are provided. 

Mr. Lanprum. One final question. 

The sum and substance of your testimony here, Mrs. Reed, which I 
have enjoyed thoroughly though I may not agree with all of it, but 
I nevertheless have enjoyed your presentation, the sum and substance 
of it is this, that you would like to see, and your league would like to 
see the Fair Labor Standards Act extended to cover every wage earner 
in America regardless of the size of establishment in which he worked. 

Mrs. Reep. That C ongress could act on, yes. 

It would not cover every wage earner in America because there are 
some that are the States’ responsibility. They can only be covered 
by State law. 

Mr. Lanprum. But you would want them covered also? 

Mrs. Reep. Yes; I think every worker has a right to a fair living 
standard. They do not have a right to luxuries, but they do have a 
right, if they work, to have enough to eat and enough to recompense 
them for their work. 

Mr. Lanprum. None of us deny that. 

[ thank you very much. 

Mrs. Kotrrerr. May I just add one comment on that? 

Mr. Keiitey. Will you identify yourself for the reporter ? 

Mrs. Korpert. I am the executive secretary of the Consumers 
League of New Jersey, Mrs. Lillian Kolbert. 

There is only one comment I would like to make here, that when 
we are advocating a minimum wage, sometimes we get a little con- 
fused. Actually we are only asking for a minimum. And when we 
ask for a dollar minimum, that is the rate that we have concluded 
to be the very minimum under which a person can maintain some 
semblance of health and keep himself going. 

That is an accepted, I think, right and privilege of everyone in this 
great United States. And it seems to me a rather specious argument 
when it is thrown at us that it would drive people out of business or 
that it would bring up the cost of various products. 

Every time there was an attempt to raise the minimum, or even at 
the very beginning when there was an attempt to establish a minimum, 
we have always gotten the cry that it is going to throw people out 
of business. 

Actually, if you look back on the history of the minimum wage, you 
will find that that did not happen, that there was perhaps a short 
period of adjustment, maybe to certain businesses. But we cannot 
go along with the argument that it is normally right for me to expect 
my shirt to be laundered for 24 cents when it would mean that the 
person who was doing that laundering has to live or has to earn less 
than $40 a week. 
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You talk of the spiral of inflation. Well, you know what it costs 
to live today. And $40 a week, I think, is a very, very low minimum 
according to our figures in New Jersey for a woman living alone. Her 
very minimum—and this does not include items of luxury such as 
even an occasional movie—was over a dollar an hour. 

So, as I say, we feel very strongly about this thing, that we cannot 
discuss a minimum wage without. thinking of the moral issue. And 
actually, as far as the laundering of the shirt going up, you still have 
the ingenuity of our various businesses. They have shown it in the 
past in increased productivity. 

It doesn’t force the price up as much as they actually claim that it 
would, because past experience has shown that it is not so. It has 
not happened as such. 

Mr. Lanprum. Mr. Chairman, may I engage this lady, this lovely 
lady, just one brief moment ? 

Mr. Ketiey. You may. 

She has made a better argument for my bill than I could make. 

Mrs. Korserr. Thank you. 

Mr. Lanprum. I am almost afraid to disagree with you in any 
form. However, none of us disagree with the | principle you have in 
mind of providing a minimum wage or providing a circumstance 
through which all people can earn the actual necessities for living. 
No real American can disagree with that. 

We are, nevertheless, concerned with this one thing: How far can 
the Federal Government go or can a State government go in telling 
an individual businessman what he must pay in order to have em- 
ployees ? 

How far can we go and not do just what you suggested in your final 
sentence there, stop ) the increase in production and bri ing about a stale- 
mate where, if you have no increase in production, if your productivity 
is not going up, then you must nec an have a turnaround some- 
where and business begins to suffer? 

And therein lies the possibility - eventually bringing this country 
to an all-powerful totalitarian—I dislike to use the word—socialist 
government where everything is brought out of Washington, paid out 
of W ashington, and all people look to WwW ashington for their salv ation, 
just as now they must look to heaven. 

Mrs. Koreerr. May I just answer that. That is another thing. Do 
you want me to answer that or was it just a conclusion of yours? 

Mr. Lanprum. I could listen to you talk all day. 

Mrs. Korserr. Actually I am not afraid of the big bug-a-boo of 
the Federal Government. Sometimes I hear it referred to as some- 
thing that is actually a foreign power. 

This Federal Government—this is me. I am part of my Federal 
Government. 

As for exercising a control on business, I am not afraid of that. 
Actually, as I said about increased productivity, we are underestimat- 
ing the great American industry. And, as I said, how far are we 
going to go? 

I think we owe great things to our American citizens. And I think 
that no one should be earning, in this great expanding economy of 
ours, less than $40 a week. 

[t seems preposterous. And when you stop the average citizen on 
the street and you say that you are su ipporting a dollar minimum, they 
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say. “Well, there shouldn’t be any opposition to that. Who is earning 
less than a dollar? I pay my domestic more than a dollar an hour.” 

They are aghast to think that anyone would be against a dollar 
minimum in this country of ours. 

So, as I say, when you talk about a dollar minimum you are talking 
about the absolute rock bottom. And as for where we are going to 
stop, as for inflation 

Mr. Lanprum. My dear lady, charming as you are, I can see you 
in the store raising the very devil when you had to pay 15 cents more 
for 2 cans of soup next week than you had to pay this week. I have 
a wife whom I watch very carefully, as to what she does, and I see her 
raise the devil all the time. 

Mrs. Rerp. May I just say this: You brought up that we might 
become a totalitarian state. I do not think that would ever happen 
with a minimum wage. It might if we wanted to put a ceiling on 
wages and say nobody could work for any more, and therefore there 
would be no incentive. 

Mr. Lanprum. That is the very thing I am talking about, Mrs. 
Reed. Continually putting the pressure on and extending this cover- 
age, we are coming to the very point that we can say you can work for 
this and no more. That is the point. 

Mrs. Reep. I disagree with you. 

Mr. Lanprum. You brought it out. Thank you, ma’am. 

Mrs. Rrep. I do not think we would ever put a ceiling on. I think 
we should put a floor under but never a ceiling over it. Thank you. 

Mrs. Korsert. Thank you very much. 

Mr. Keiitxy. Pardon me. Mr. Griffin has a question. 

Mr. Grirrin. In light of one of the statements you made, I just 
want to read you part of a sentence from the seventh semiannual 
report of the Small Business Administration for the six months end- 
ing December 31,1956. It reads as follows: 





There is no doubt but that the raising of the minimum wage by law has caused 
hardship to many small businesses which are unable to compete on equal terms 
with the larger members of their industry. 


I just wanted you to know that there is some authority for the 
fact that this does affect small business and we must be concerned 
about the effect. 

They are talking here about raising the minimum wage from 75 
cents to a dollar. Now you did not mention raising it to $1.25, but, 
of course, you know there are lots of people also advocating that it 
be raised to $1.25. However, we are talking about expanding the 
coverage to all small business. And the bill which you are supporting 
would extend coverage to all enterprises which affect commerce. 

And in interpreting the “affecting commerce” it provides that any 
business which competes with an enterprise affecting commerce will 
be covered. 

Are you familiar with that? 

Mrs. Reep. Yes. 

Mr. Grirrin. Can you conceive of very many businesses which are 
not, competing with an enterprise affecting commerce ? 

Would not this act, in effect, except for the $500,000 sales provision, 
cover almost all business in America ? 

Mrs. Rerp. I do not think that it would. That is, I do not believe 
it would be carried that far. 


89327—57—pt. 1——-17 
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Mr. Grirrin. Do you follow that one line of reasoning ? 

Mrs. Reep. Yes, I follow it. 

Mr. Grirrin. Is there any business that competes with business——~ 

Mrs. Reep. That is not on the 

Mr. Grirrin. Let’s take the corner drugstore. Doesn’t it compete 
with interstate commerce or with businesses engaged in interstate 
commerce ¢ 

Mrs. Rrep. What about your dairy ? 

Mr. Grirrin. Doesn’t the local dairy compete with dairies that are 
engaged in interstate commerce or that affect interstate commerce ? 

Well, be that as it may 

Mrs. Kotpert. I don’t know what the point is. I did not follow 
your reasoning there. 

I understood that under Mr. Kelley’s bill, it would not, as far as 
retail concerns were concerned, affect the corner drugstore or our 
smal] business that we are concerned with at this point. 

Mr. Grirrin. Are you concerned about saving the small business? 

Mrs. Korpert. I am, of course, concerned about saving small 
business. 

Mr. Grirrin. How about the employees in small business that make 
less than a dollar? 

Mrs. Reep. Statistics show that there are very few of them making 
less than a dollar. Small businesses are paying a higher rate of wage 
than big businesses are. 

Mrs. Korsert. It might be interesting to know that we had a min- 
imum wage order just recommended for the mercantile trade in New 
Jersey, and we had public hearings on that. And the only people that 
came down to protest that dollar was not our little corner store in 
spite of the fact that they had a very passionate letter from the 
chamber of commerce telling them if they did not go down they would 
be driven out of business, but we had only representatives of the 
limited variety stores and department stores that testified. 

And I spoke to my neighbor who owns a corner drugstore and asked 
him whether he was aware of the mere: oe wage order. And he 
said, “Yes. I got that impassioned letter, but that does not affect me. 
I employ 3 people but I am paying them each at least a dollar an hour. 
That toes not affect me.” 

And I think that they were very much disappointed at the lack 
of response. But we have found that the corner aeudibins and the 
little store is not paying less. Most of them are not paying less than 
a dollar an hour. It is your 5-and-10’s and your department stores. 

Mr. Grirrin. Let me just say this, there is a study which the Li- 
brary of Congress has just completed, referred to in the previous testi- 
mony which indicates that the retail trade, in the Nation as a whole, 
as far as businesses in excess of $500,000 in sales are concerned, aver- 
age more than $40 a week, but that the average weekly wage goes way 
down as the size of the business goes down. 

Mrs. Reep. I just got the statistics from the Labor Department 
that do not show that at all. 

Mr. Grirrin. They do not show that? I would like to see them. I 
would be interested in them. 

Mrs. Reep. I will look and see if I have them with me. 

Mrs. Korpert. I will let you have them. 
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Mr. Grirrin. Are you ladies going to be able to stay and listen 
to the testimony of the next witness? 

Mrs. Reep. I think so. 

Mr. Grirrtn. I think you will find it very interesting. I have read 
it. 

Mrs. Reep. I have, too. 

Mrs. Koxeerr. I found it very interesting and very familiar. 

Mr. Grirrin. It shows some of the other problems that are in- 
volved in this act. 

Mrs. Reep. We have heard those before. 

Mr. Grirrty. Nevertheless, you think the Federal Government 
should extend its jurisdiction to every corner drugstore. 

Mrs. Reep. No; I do not think this would cover the small store. 

Mrs. Korzerr. No; I did not say that. Only those engaging in in- 
terstate commerce. 

Mr. Kretiey. You said something about 100 employees ? 

Mrs. Reep. I did mention a hundred employees. We were not in 
favor of limiting it to any establishment that had a hundred em- 
ployees or more. 

Mr. Grirrin. Did you see the part in the testimony where it talked 
about the fact that $500,000 is a relative figure when you are talking 
about small or big business, 

Mrs. Reep. Yes. 

Mr. Grurrrn. Is it not true that a small jewelry store could do 
$500,000 business / 

Mrs. Korserr. That is right. 

Mr. Grirrin. Does the $500,000 mean anything then ¢ 

Mrs. Kousert. No; I do not think it should be limited to any number 
of employees—— 

Mr. Grirrrin. No; I am talking about $500,000 sales, 

Mrs. Kotzert. Or sales. 

I do not think that is a fair gage. 

Mr. Grirrirn. What should be the criter ion ? 

Mrs. Kotsert. Only if they are engaged in interstate commerce. 
I think every citizen in the United States is entitled to a minimum 
wage. I donot think—— 

Mr. Grirrin. Now we are getting back to what I said. 

Mrs. Korrerr. I do not think they should be deprived of that. 

Mr. Grirrrx. You think every employee who can be covered con- 
stitutionally by the Federal Government should be covered by the 
minimum w age ? 

Mrs. =e BERT. Yes. 

Mr. Grirrin. If the Federal Government could extend its juris- 
diction to the corner drugstore, you think it should ? 

Mrs. Korzerr. I do not know how it could. I cannot see how it 
constitutionally could. That is an “iffy” question. 

Mr. Grirrin. I do not think it is quite as “iffy” as you think it is. 

Mrs. Korpert. Yes. I think if it can be it should. If you don’t 
think . is an “iffy” question I will agree with you. 

Mr. Grirrry. If the Congress could extend its jurisdiction to every 
corner grocery store you would like to have it? 

Mrs. Koxrert. Yes. I do not think anyone should be forced to 
work under a minimum wage. I think everyone has a right to at 
least a minimum. 
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When we talk about $40 a week it is fantastic it is so very low 
because actually that is not even a realistic figure, $40 a week, when 
you think of your social security and withholding and deductions and 
hospitalization. What does the average worker have left? 

And you talk of your rising cost of living. It is absolutely a sub- 
sistence wage. It is not even a minimum wage. 

Mrs. Reep. It would cover the 19 States that have no minimum 
wage if it went to the corner drugstore. 

Mr. Grirrin. Let me give you a situation that is quite typical. 

In a small city there is a factory that employs a large number of 
women. The women in that factory earn from $1.35 to $2 an hour. 
They work under factory conditions, on production work, on the pro- 
duction line, and with the typical surroundings that invoke working 
in a factory. 

In the town also is a nice department store, and there are some 30 
percent of the employees who are making less than $1 an hour. They 
are ladies who have discount rights, who dress nicely, who have the 
social contacts that are involved in working in a department store, 
who prefer to work and add to their income in the department store 
rather than to take a job in a factory, which they could do if they 
wanted to work under factory conditions. 

Most of those employees are not trying to support a family on the 
wage that is involved. 

Now the question that I want to ask, and I wonder if you have 
these figures, is how many of the women in the retail trades ‘through- 
out the Nation, who are earning less than $1 an hour are the sole 
support of a family or sole support of themselves? And how many 
of them are only supplementing their incomes? 

That would be an interesting fact to have. 

Mrs. Resp. It would also be interesting to know how many of 
them are getting money from other sources ; to enable them to live. 

Mr. Grirrin. You do not have an answer to my question, do you? 

Mrs. Kotzert. No, I am sorry; but we do not. 

Mrs. Reep. I think I have seen the figure, but I cannot produce 
it now. 

Mrs. Korpert. I also think that is a very dangerous premise on 
which to establish a wage, the fact that you are only supplementing 
an income. It goes way back, a hundred years back, where it was 
required that the entire family work in order to maintain a certain 
standard of living. And I think it is unfair. 

I mean this person who is working—— 

Mr. GrirFrin. I point out that there is a difference between a factory 
type operation and a retail type operation. I do not know to what 
extent it should be taken into consideration. 

Now there is a difference. 

Mr. Lanprum. Would the gentleman yield at that point? 

Mr. Grirrin. Yes; I yield. 

Mr. Lanprum. Is not one of the chief differences this, that the 
factory operation requires them to be there at 8 consecutive hours, 
for instance, in which the work is all lined up for them? These people 

cannot get out to make their purchases of these dresses and other 
accessories from the department stores until after they have completed 
those 8 hours. So it requires the retail employees to be there overtime. 
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Now, then, because of that requirement, in order to reach that pur- 
chasing power, are you going to require the person going from the 
factory to pay a higher cost in order to pay your time and a half 
to retail employees? 

Mrs. Reep. Why does the worker have to come in if there isn’t 
anybody there to wait on them? Why don’t they stagger the hours 
and have them be there so they will be there? 

Mr. Lanprum. Then you automatically reduce the income of the 
individual worker. 

Mrs. Reep. No. They still work 8 hours, but come in at different 
hours. They do not all have to work at the same hour. 


Mr. Lanprum. But they cannot work over 40 hours. 

Mrs. Reep. No; but they do not have to all start at the same time 
and finish at the same time. They can still put in 40 hours without 
having to put in overtime to wait on the people who are working 
different hours. No one ever takes their lunch hours off at the same 


time. 

Mr. Keiiy. We thank you very much for your testimony. It was 
informative and it was enjoyable at the same time. 

Thank you very much. 

Mrs. Reep. Thank you. 

Mrs. Korserr. Thank you. 

(Supplemental information furnished by the witness follows :) 


CONSUMERS’ LEAGUE OF NEW JERSEY, 
Newark, N. J... Mareh 29, 1957. 
Re H. R. 4575, endorsed. 


Hon. AvGustrine B. KELLEY, 
Chairman, Subcommittee on Labor Standards, 
House Office Building, Washington, D. C. 

My Dear Mr. Kettey: When I appeared before your subcommittee, Friday, 
March 15, Congressman Griffin called my attention to a pamphlet, Application of 
Fair Labor Standards Act to Retail Trade, prepared by the Library of Congress, 
Legislative Reference Service, at the request of Members of Congress. He be- 
lieved that table 11, page 20, indicated that large retail businesses were paying 
above the proposed $1 an hour for 40 hours and that the small local stores were 
paying less than this rate. I stated that I had statistics that would prove that 
coverage of the small stores would not be a drastic upward revision for them. 
I had not seen this particular material before, and, since it was new to me, 
I have taken time to study it. I have come to certain conclusions I would appre- 
ciate having in the record for your information. 

The table referred to is average weekly earnings paid to full-time employees 
in retail establishments. There is no indication to show the range of the salaries 
paid. It would be most revealing to know the amount of the top salaries as well 
as the lowest wages paid. There is nothing to show that this does not include 
all full-time employees, including high-paid personnel usually considered man- 
agerial or professional. While the average weekly wage, or even better, the 
median weekly wage is an important factor to consider in determining a fair 
wage, table 11 does not indicate whether there are an appreciable number of 
workers receiving an oppressive and unreasonable wage and therefore in need 
of minimium-wage protection. 

However, table 15, page 28, does provide such information. The estimate of 
1,690,000 workers receiving less than $1 would indicate that 24 percent of the 
employees are receiving less than $1. 

Other estimates prepared by the United States Department of Labor have 
shown that 50 percent of women employed in multistate retail stores earned less 
than $1.25. A single woman requires $1.25 to $1.28 per hour in the United States 
for 2 minimum adequate budget. 

The impact of minimum-wage coverage of retail trade upon the economy of 
any particular section of the United States does not appear too serious, since the 
wage spread is narrower in retail trade than in manufacturing. 
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In New Jersey a wage survey was made in 1954 by the New Jersey Department 
of Labor and Industry in cooperation with the Women’s Bureau, United States 
Department of Labor. The enclosed table from this survey does indicate that 
the percentage of workers in large eStablishments who receive less than $1 an 
hour is greater than in small businesses. This is much more important in con- 
sidering coverage than the average weekly wage of all employees. The number 
of those making more than $1 an hour would not be affected. 

The following chart is information compiled from New Jersey Wage and Hour 
Survey, 1954, table 8Sd—Hourly Earnings for Male Workers for Service Industries 
by Size of Establishment: 


Retail trade hourly earnings of less than $1, by size of establishment 








[Percent] 
Male Female 
Less than 5 employees. -..........------ 1.3 4 
5 and less than 25_- 5.2 13.6 
25 and less than 50_-. a 1.4 5.3 
50 and over___- sia stdinide eto tateenGncee i patil neal 1.3 10.7 


The amount of sales is not given, but I believe that it can be safely assumed 
that the ratio of store sales will be in proportion to the number of employees. 

According to table 13, page 23, of the study made by the Legislative Reference 
Service, the average weekly wage in general merchandise in New Jersey is 101 
percent of the United States average indicating that we are about an average 
State with the large chains advertising the same prices as charged in neighbor- 
ing States. 

The Legislative Reference Service study notes that “average rates for the 
whole retail industry hide highly significant facts of the distribution of wages 
by size of enterprises” (p. 37). Table 11 does indeed hide who gets the salaries 
that makes such high averages possible in the large enterprises. The highest 
percentages of employees receiving less than $1 an hour are employed by the 
same large enterprises. 

Therefore, we again urge the passage of the Kelley bill, H. R. 4575. 

Sincerely yours, 


GRACE F’. REED 
Mrs. Marion C. Reed, President. 
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t NEW JERSEY WAGE AND Hour Survey, 1954 
: Taucye Sb.—Hourly earnings, by size of establishment and sex, percent distribution 
n - gate Se a ii ars " 
- Total | Retailtrade | Wholesale Eating and | Service 
r industries | drinking | industries 
Hourly earnings | eichcaia stad ea itidepiclpaeihia eat bigiibamasiiaeat i Dre eal ei lee 
| | ] | | 
r | Male Female} Male | Female} Male | Female} Male | Female| Male | Female 
s « |__| | gj _— ——_ —_—~ 
i ' | | 
Number reporting..| 15,646 | 9,770| 5,917| 3,661 2,803] 986] 2,413 | 1,974 | 4,423 | 3,149 
Potal (per- | | } | 
cent) 100.0 | 100.0} 100.0} 100.0} 100.0] 100.0} 100.0] 100.0] 100.0 100.0 
aac niaiioh nisioeerse mmeoatae a ae cart cc eclerns A acta peed enero arene 
Less than 5 em- | | 
ployees | | | | 
Under 50 cents oui 3 | mieten . — cat 1.5 ot 2 
50 cents under | | 
" 75 cents 3] 1.4 | 3 1.1 1 | | re 2 | 5 
75 cents under | 
6 $1 } 10) 23] 12 3. 3 | a 1.0 2.2 2.9 7 | 1.0 
3 $1 under $1.50__| 4.9 | 4.1 | 6.1 6.0 2.9 | 5.1 | 7.3 1.8 3.2 3.3 
7 $1.50 and over | eb) LO) 47 5 5.1 43) 26 4 1.7 
Sand less than 25 | | | 
Under 50 cents st  &2 1 | 1| 1.5 14.6 | 9 5 
50 cents under | | | | | | 
1 75 cents | 20 5.9} 1.0 2. 4 | 3 1 5.9] 169] 24 4.1 
75 cents under | | | 
. $1 | 46 10. 2 Sg ee B 2. 5 6. 2 9.7 7.5 3.9 12.0 
p $1 under $1.50._| 21.3] 18.9 24.4 271° 2.61 BS) M3 9.2 14. 9 | 15. 2 
1 ' $1.50 and over__| 24.9 | 6.5 32. 2 7.6 | 8} 16.8] 8.7 | .8 18.9 5.4 
: j 25 and less than 50: | | | | 
e i Under 50 cents. .2 | CU l:.. 2 : 8 12.9 4} .8 
- i 50 cents under | | | | 
| 75 cents... Le) oes 4 1.4 | 4.8 7:3 1.4} 2.1 
75 cents under | | 
e $1 |} 18] 65.4 1.0 3.7 | a e231 at “eri as 9.6 
. $i under $1.50.) 5.0 5.4 47) 53/ 29) 73] 7.4 2.7 5.6 6.8 
3 $1.50 and over..| 6.8 1.8 7; 28] “Gs? Gs] ta 8] 8&2 1.4 
50 and over: | | | | 
t Under S0cents| .9| 3.9 1| | 004- 29-02 
= 50 cents under | | | | | | 
75 cents_ 1.8 | 4.4 | led 5 | ae 1.0 1.2 5.8 12.2 
75 cents under 
$1 ; 261, %a 1.2 10. 2 | ei “es 2.6 1.5 7.3 11.0 
$1 under $1.50..| 6.0] 7.4 3.0 1.8} 43 9.3 7.3 2.2 10.8 5.0 
$1.50 and over--| 9.2 | 4.1] 8.8 | 1.2) M7 |} 10.2 | 1.9 3 6.4 1.1 
SS Se ee ee al a | ai | 
Not reporting...... | 62} 191) i171] 26 69 | 7| 122) 35 266 123 
Grand total.| 16,274 | 9,961 | 6,088 { 3,687) 2,962] 993] 2,535 | 2,009] 4,689 3, 272 
| } | | | | 
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TABLE 8d.—Hourly earnings for male workers for service industries, by siz 
of establishment, percent distribution 


Hourly earnings 





Total | 
service 


industries 
Number reporting-........-.-.. 4, 423 | 
Total (percent)_.........- 100. 0 


Less than 5 employees: 
Under 50 cents ee 
50 cents under 75 cents 
75 cents under $1__..-_- 
$1 under $1.50_- 
$1.50 and over 
5 and less than 25: 


Under 50 cents shinies 


50 cents under 75 cents 
75 cents under $1 
$1 under $1.50 - 
$1.50 and over__- ei 
25 and less than 50: 
Under 50 cents. 
50 cents under 75 cents 
75 cents under $1 
$1 under $1.50- 
$1.50 and over. 
50 and over: 
Under 50 cents. 
50 cents under 75 cents-_- 
75 cents under $1 
$1 under $1.50_ 
$1.50 and over. 


Not reporting- 


Grand total_ 


206 


+, OSY 


Hotel 


group 
1, 058 
100.0 
.2 
4 
9 
9 
12 
3.3 
3.2 
3.4 
1.9 
Q 
1.5 
Y 
11.7 
2A). ( 
19. 5 
17.4 
7.9 
a 


Health 
service 


64 | 


100. 0 


Shp 
29 


to Cr bo 


Beauty 
and 
barber 
shop 


34 


100. 0 


14.7 
11.8 


0.6 
44.1 


Laundry 
and dry 
cleaning 

767 


100.0 


Amuse- 
ment and 
recrea- 
tion 


1,171 


100. 0 


Other 


> 


€ 


100 


1, 329 


0 


mene 


to or 


TaslLe Sf.—Hourly earnings for women workers for service industries, by size of 


Hourly earnings 


Num ber reporting 


cent 


Tot ai per 
Less than 5 er 
Unde 


50 ce 


ployees 
50 cents 
under 75 cents 


75 cents under $1. 


$1 under $1.5 
$15 nd ov 
5 and less than 25 
Under 50 cents 
‘XO cents unds 75 cents... 


75 cents under $1 


$1 under $1.5 

$1.50 and over 
On. +} rm Ai 
25 and >o bila #H 


Under 50 cents 

50 cents and under 75 cen 

5 cents 1 

$1 under $1.50 

$1.50 and 
50 and 


Under 50 cents 


1der >i 


over... 


over 


0 cents under 75 
75 cents under $1. 
$1 under $1.50_. 


® ; 
$1.50 and over_. 


cents 


Not reporting _- 


Grand total_. ind 


establishment, percent distribution 


Total 
service 
industries 
3, 149 
1K ) 
1 
l 
5 
4.1 
12. ( 
R 
6 
oH. 
1.4 
12.2 
11.0 
RA) 
1.1 
123 
3, 272 


Hot 
eTo! 
£ I 
ROR 
4 
0 
+1 
1 
i 
17.8 
id 
‘ 
} 
‘ 
O77 


Beauty 
and 


1 
barber 


Laundry 
and dry 


A muse- 
ment and 


tion 


$50 





| 
| 
| 
| 
| 
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Mr. Ketiry. Is Mr. McK] veen here? 

Mr. LeCompre. Mr. Chairman, I will present my friend from home 
to you members, if I may. 

I am happy to introduce to you my friend, Mr. McKlveen, from 
my home district, operator of a lumberyard in a very small town. 

‘Mr. McKuveen. Thank you, Congressman. 

Mr. Ketiey. Identify yourself for the record, and you may proceed. 


STATEMENT OF JOSEPH L. McKLVEEN, RETAIL LUMBER DEALER, 
PRAIRIE CITY, IOWA 


Mr. McKivrren. Mr. Chairman and Congressmen, I am Joseph L. 
McKlveen from Prairie City, Iowa. 

First, I would like to ask that my prepared statement be inserted 
into the record, and I will proceed to summarize my thinking in an 
oral statement. 

[ want to express to you gentlemen my thanks for permitting me 
to testify before you and taking your time to hear me. 

I am engaged in the retail lumber and building materials business 
in central and southern Iowa. My firm operates yards in six rela- 
tively small Iowa towns. They are Cambridge, Prairie City, Run- 
nells, Hartford, Millerton, and Corydon. The population of these 
towns runs from 300 to 2,000. 

Last year our firm, the 6 yards, did a total volume of $655,000 in 
business. We had 16 full-time employees. So that you can see that 
our average volume per employee was about $40,000, and the average 
for each yard was about $100,000. 

Mr. Lanprum (presiding). Just a moment, Mr. McK]veen, before 
you go further. 

You appear here then as a representative of your own business, and 
you do not represent any association ? 

Mr. McK iveen. I appear for my own business and, as my testimony 
will show as I go a little further, I also represent other dealers. I am 
just not quite to that. 

Our yards are open from 50 to 57 hours per week. 

I served as president of the Iowa Retail Lumbermen’s Association 
during 1953 and 1954, and am at the present time a director of the 
Northwestern Lumbermen’s Association. The Northwestern Lumber- 
men’s Association comprises dealers from the four-State area of Iowa, 
Minnesota, North and South Dakota. 

The remarks which I make will not only be my own thinking on this 
matter, but I think they can be construed as the thinking of my fellow 
lumbermen in this area. I have visited with many of them regarding 
this matter, and we all have practically the same problem. 

There are 2,600 lumberyards in this 4-State area and, of these 2 600 
yards, 2,300 of them are members of the Northwestern Lumbermen’s 
Association. The total volume of the 2,300 yards in 1954 amounted to 
approximately $418 million, which was an average of $147,000 for each 
yard. 

So you can see that in my own company the six yards are approxi- 
mately the same size as far as volume is concerned as the total of the 
businesses in this area. 

The average yard of the 2,300 has 6 employees, and the volume of 
business per employee was $24,500. 
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So you can see that the retail lumber business in the area from which 
I come is strictly a small enterprise by any standard. 

I want to give you my thinking relative to the effect that the elimina- 
tion of the retail exemption from the wage-and-hour law would have 
upon my company as well as on the companies of my fellow retail 
lumbermen. 

The dealers in the metropolitan areas in the Middle West operate 
under union contracts, and compensate well in excess of the wage-and- 
hour-law standard. In the smaller communities like the towns in 
which we operate there are no union contracts, but we do pay in excess 
of the minimum, present minimum, requirements. 

We employ mostly unskilled labor—truckdrivers, yardmen, sales 
help, and bookkeepers. 

We are located in Prairie City, quite near Newton, which is an 
industrial center, and Des Moines, which is the capital of Iowa. We 
are within 20 miles of both of those cities. 

So I think you can understand that we must pay wages which will 
attract our employees from going to factories in the cities. 

I would like to quote briefly from the Bureau of Labor Statistics, 
the monthly Labor Review of February 1957, volume 80, No. 2, which 
states that the November 1956 national average hourly earnings in the 
lumber and hardware supply stores was $1.74. In the retail trade this 
figure is only exceeded by that paid by the automotive and accessory 
dealers, which was $1.87. The average hourly earnings of employers 
in lumberyards is well over that paid by some of the m: wnufacturing 
industries presently covered by the wage-and-hour law. 

For example, in November 1956 the average hourly earnings in 
tobacco manufacturing was $1.44; textile-mill products, $1.50: ap- 
parel and other finished textile products, $1.50. 

The industry’s employee average weekly earning—that is the lum- 
ber industry—of $73.25 compares favorably with all industries em- 
ploying unskilled or semiskilled labor. 

It is ridiculous to contend that our company or the companies of 
my fellow lumbermen are unable to pay wages which come up to the 
minimum standards. There are some isolated cases, I presume. In 
fact, there is one in our own company where some employees would 
not be retained if they were required to pay $1 or more per ae 
I refer to an old gentleman that works for us, who has been with us 
about 35 years. He doesn’t want to retire. We keep him around 
there, and he does a little sweeping and puts in his time, and we pay 
him a weekly wage which is not $1 an hour. If we were forced to 
pay the dollar an hour we would probably have to let him go. 

Our chief concern, or perhaps I should say one of our chief con 
cerns about losing the retail exemption, is our inability to compre! hend 
the involved and intricate rules and regulations made necessary by 
the very nature of this law, and the fear that we would be confronted 
with claims and lawsuits because we failed to fully anticipate the new 
rules and regulations as they came up. 

We are too small. Our company is and I think most of the retail 
lumber companies in our area are too small to employ someone who 
is particularly skilled at interpreting things of this kind and under- 
standing them, and to keep on top of all of the regulations which 
would be involved. And even if we could comprehend the rules, I am 
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afraid that the cost of compliance would be excessive. By that 
I mean the detailed recordkeeping. 

Mr. Grirrin. I would like to interrupt you right there, if I may, 
for just a comment, and to illustrate perhaps your point. 

We had brought to our attention the other day that in an area in 
the Southwest of the United States, where there is severe unemploy- 
ment, a gentleman got the idea of starting up a small factory and 
using handie: apped people. And he was able, with the help of the 
State vocational agency, to figure out a product which they could 

make. 

These people were not able to work at a very fast rate and so on, 
and they were making a dollar an hour, I guess, complying with the 
minimum-wage law. They thought that they were complying with 
the minimum-wage law. Not long after they g got started it was sug- 
gested that these people should have a 20-minute break in the morn- 
ing and a 20-minute break in the afternoon, which was granted. But 
they worked 20 minutes longer, you see, each time. 

This went on for a period of over a year, and one day a Federal 
Wage and Hour inspector walked in and looked at the books and 
found that they were in violation in that they should have been pay- 
ing time and a half for the 40 minutes a day that each of those em- 
ployees had been there and was not paid. And they figured up a bill 
of some $3,500, which put the enterprise out of business. 

I am just pointing out that you do raise a problem for a small- 
business man. It is not an easy law to interpret. If we could make 
it easier, 1 certainly am one who would like to make it easier to inter- 
pret. I have been an attorney in a small town, who has had to 
wrestle with the wage-and-hour law and all the complicated regula- 
tions of the Administrator, and I have had to represent small-business 
people who did not know one section of the law from the other and 
who got themselves into these unintentional violations of the law. 

Mr. McKuvren. Thank you, Congressman. That is exactly what 
I had reference to. 

Along this line of thinking I would like to call your attention to 
interpretive bulletin No. 778, with which I am sure you are acquainted. 

There are 90 topics listed with which an employer must familiarize 
himself. 

And, to just mention a few of the topics listed under this one, just 
the overtime-compensation phase of the act, there are such things 
among the 90 topics as Computing Overtime Pay Based on the Regu- 
lar Rate, Regular Rate Distinguished From Minimum Rate, The 
Regular Rate Ts an Hourly Rate. E mployees Working at Two Rates, 
and Methods of Inclusion of Bonus in Regular Rates, and How De- 
ductions A ffect the Regular Rate. 

I am sure you can see just from that alone how complicated it is 
and would be for any smalltown businessman like myself to have to 
understand. 

Under the topic of The Regular Rate Is an Hourly Rate there are 
5 subparagraphs, and I would like to quote to you from the fifth para- 
graph, entitled Salaried E mployees—Irregular Hours, and I quote: 

If an employee earns $46 per week with the understanding that the salary is 


to cover all hours worked, and if his hours of work fluctuate from week to 
week, his regular rate of pay will vary from week to week and will be the 
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average hourly rate each week. Suppose that during the course of 4 weeks 
the employee works 40, 46, 50, and 41 hours. His regular hourly rate of pay in 
each of these weeks is approximately $1.15, $1.92, and $1.12, respectively. 
Since the employee has already received straight-time compensation on a salary 
basis for all hours worked, only additional halftime pay is due. For the first 
week the employee is entitled to be paid $46; for the second week $49 ($46 
plus 6 hours at 50 cents) or (40 hours at $1 plus 6 hours at $1.50); for the 
third week $50.60 ($46 plus 10 hours at 46 cents) or (40 hours at 92 cents plus 
10 hours at $1.38) ; for the fourth week approximately $46.56 ($46 plus 1 hour 
at 56 cents) or (40 hours at $1.12 plus 1 hour at $1.68). 

Now, I ask you, could you expect a small-business man like myself to 
figure anything like that out when we have so many things to do and 
do not have competent employees? Competent, I mean, along this line, 
to take care of such matters? 

In small communities like the towns in which we operate the trade 
is predominantly farming, and we are forced, because we want to 
accommodate our farmer customers, to be open long hours and to work 
after hours. | 

We have many occasions when a farmer is busy harvesting his crops, 
or plowing, and he doesn’t want to leave his farmwork, that he will 
come in in the evening perhaps and get one of our men to come down to 
the yard to get him something that he needs real badly. And we, of 
course, are willing to accommodate him. We would not possibly be 
able to do that if we were under the wage and hour law provisions. 

We have a limited number of employees. The ladies who preceded 
me mentioned staggering hours. But in our case it would be im- 
possible because we simply do not have enough employees to stagger 
their hours. It is necessary for all of our men to be available most 
of the time or we would find ourselves shorthanded. 

We schedule our opening and closing for the convenience of our 
customers. We open at 7 o’clock in the morning in order to accom- 
modate our contractor customers who go to work at 8 o’clock. They 
come into the yard early to order their material or pick it up, and 
sometimes they come in after their quitting time at 5. 

We have a good many do-it-yourself customers who work in the 
factory. They get off work at 4 or 4:30 and come to the yard and 
pick up material for their evening jobs or their weekend jobs after 
their factory hours. 

And then we, too, have emergency orders where storm damage re- 
quires customers to want to pick up material after hours. 

I have been engaged in the retail lumber business for 20 years, ap- 
proximately. So I feel that I can say with a bit of authority that we 
are quite lenient with our customers when it comes to time off. If 
one of our employees wants to take the afternoon to take his wife shop- 
ping or wants to play a little golf, we give him that time off without 
any deduction from his pay. 

One of the most important things to our employees is their con- 
tinuity of employment. They could go to work perhaps in a factory 
and work 8 hours a day, 40 hours a week, and perhaps earn more 
money than we are paying them. But they like the retail business 
because they like the continuity and the stability of it. 

We have 3 employees in our company that have been with us for over 
20 years, and we have 4 who have been with us over 10 years. 

So, out of the 16 full-time employees we had last year, there are 7 
of them, or nearly half of them, who have been with us over 10 years. 
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The relationship between the employer and the employee in the re- 
tail business is on a permanent basis, and our employees think in terms 
of salary—monthly, weekly, or annual salary—rather than an hourly 

yage that is used in the factory. 

‘There are proposals to bring in only large retailers, but I want to 
comment that it is very difficult to draw the line between what is a 
small and what is a large retailer. It is strictly a relative matter. 
and what is small in one retail trade may be large in another. 

For example, the lumberyard doing $500,000 volume in a metropoli- 
tan area would be considered small, I believe. But a grocery store 
or a shoe store in that same community would be considered a large 
retailer. 

The number of units might also or is also being used to determine 
the size of a retailer, but the same problem exists there. Ten service 
stations would certainly not compare with 10 lumberyards in size of 
operation, or 10 men’s apparel stores would not compare with 10 
department stores. 

Also the number of employees is used to determine the size of a 
retail operation, and the same problems are confronted there. One 
employee in a jewelry store could possibly do $100,000 worth of busi- 
ness in a year while in a lumberyard it would take 4 employees to 
handle this amount of business, or, in a variety store, possibly 20 em- 
ployees, or, a shoe shine parlor, it would take 40 employees to do the 
same volume of business. 

I also want to call your attention to the fact that in the lumber in- 
dustry there are many branch-yard setups whereby the branch yards 
could possibly not exist if they were not a part of the whole. That 
is true in our organization. We have six yards, and some of them are 
in such small towns that if they did not have access to the stock in 
another one of our yards in a nearby town they would not be able to 
operate economically. They could not carry an inventory that would 
serve the trade. 

We carry a minimum inventory in some of those small yards and 
then when large orders come in we draw from the larger yard that is 
nearby. 

Also, by having these branch yards, it increases our buying power 
and puts us on a competitive basis whereby one single unit, a small 
unit like that, could not buy in quantities which would permit them 
to be competitive. 

Under the proposal, competitive establishments would be covered 
or exempt dependent solely upon dollar volume. 

I can think of possibly a yard that is doing $400,000 in business 1 
year, and the next year, because a large project comes up in this par- 
ticular community, his sales are up to $500,000 just due to 1 or 2 
big jobs. And during the rush of the business the proprietor might 
possibly overloow the wage and hour law and neglect to take into 
consideration that he is now covered, and this retailer could be sub- 
jected to claims because he simply forgot to convert his ncapta 

And the next year possibly his volume would be down, back again to 
$400,000. 

I would like to draw a direct comparison in this case. We have a 
yard located at Prairie City, Iowa. Our volume there is a little over 
$200,000. Since we have 6 yards and since our total volume would 
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be in excess of a half million dollars, we would, of course, be covered 
under this proposal. 

We have a neighboring competitor in a town 8 miles away which 
does about $200,000 volume, but he has an individual yard. So here 
is our competitor who would not be covered by the law, if I understand 
it correctly, while we would be. And that certainly, I think you gentle- 
men will agree, would not be fair. 

I want to repeat that what is big and what is little in the retail in- 
dustry depends on what the partic ular trade is or what the particular 
items are that this retail business is handling. 

To summarize, I want to tell you why I feel the retail exemption 
should be retained. 

First, the hourly wage is designed for industry and not for re- 
tailing of goods and services. Retail service business store hours are 
determined by the customer’s demands. It is unlike a factory as- 
sembly line. We retailers cannot attain a constant production. We 
have to have people there to serve our customers when the customers 
come. 

Elimination of the retail exemption would increase payroll costs 
and ultimately result in higher prices. 

In our own business I believe that we would be required to employ 
one extra employee to handle the additional amount of paperwork and 
so-called redtape that would be involved in this law. Our employees 
would not want to trade their employment stability and security for 
the factory system of production-line schedules. I think they are 
happier to be getting a weekly wage and be able to take a half-day 
off now and then when they need to and know that their job is perma- 
nent through the winter and through slack times than they would to 

take a factory job and be subjected to layoffs. 

I think the application of the law to retail businesses would decrease 
services because we would probably have to cut down on the hours 
and cut down on our number of hours we are open, and likewise, we 
would not be able to accommodate our customers the way we do at 
the present time. 

Finally, I think that the uniform Federal minimum wage fails 
to recognize the basic differences between large metropolitan areas 
and small communities like the ones in which my ¢ ompany operates. 

I certainly want to thank you gentlemen for giving me this time. 
If there are any question you would like to ask me, I shall be glad 
to try to answer them. 

Mr. Ketiry. Mr. Landrum ? 

Mr. Lanprum. Do you have the average hourly wage of your 16 
employees broken down ? 

Mr. McKuveren. Yes. Approximately I do. However, we pay 
bonuses at the end of the year to our key employ ees based on our profits, 
and this should be taken into consideration. 

However, excluding the bonuses, our average hourly rate is approx- 
imately $1. 49. 

Mr. Lanprum. Ww ould that be representative of the other members 
of your association ? 

Mr. McKiveen. I think it would possibly be a little lower than the 
other members because many of our members are in metropolitan 
areas where the wage scale is higher than it is in our area 
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Mr. Lanprum. Are any of your 16 employees members of unions? 
Or do they have collective-bargaining representatives ? 

Mr. McKuveren. No, sir. 

Mr. Lanprum. Their relationship is directly with you ? 

Mr. McKtuvrren. Directly with us. And I think they prefer to keep 
it that way. 

Mr. Lanprum. In addition to this hourly wage, do you also provide 
them with hospitalization insurance or group insurance of any sort / 

Mr. McKtvrern. We, of course, cover them with workmen’s com- 
pensation insurance as required under Iowa law. 

Mr. Lanprum. Oh, yes. 

Mr. McKuveen. And we carry hospitalization insurance for our 
managers only. 

Mr. Lanprum. You do not carry it for all employees? 

Mr. McKtveen. No. 

Mr. Lanprum. Would the other members of your association, some 
of them, carry hospitalization ? 

Mr. McKiveen. I think they do. Some of them that I have visited 
with have indicated that they do carry it on all their employees. 

Mr. Lanprum. The argument you present, Mr. McKlveen, that the 
extension of this coverage to businesses such as yours would entail 

additional bookwork and the possible employment of one additional 
person to per form these duties is a good argument when we are talk- 
ing about something a little different, I think entirely different, from 

what we are talking about here. That is a good, sound argument 
cate any regulation, and one which was taken into consideration 
a long time ago in the Congress and cast aside. 

So I think we would have to, at least in my opinion, disregard some- 
what that element of your argument in saying that this thing should 
not be extended by reaching the conclusion that it would not “put you 
out of business if you had to do this. 

Would it? 

Mr. McKuveen. No, sir. 

Mr. Lanprum. And primarily that is our chief concern. And since 
we have already adopted the philosophy of the Government having a 
Fair Labor Standards Act—and you and I are not going to change 
that. and there is no getting around that—since we have that already, 
then our main concern here is to treat fairly all business, all employers, 
and all employees, as nearly so as possible. 

So the question comes to us, How far can we go in extending this 
and still be within any realm of fairness and justice ? 

I think the most valid part of your argument is your submission of 
the example you would find existing if you had to come under it with 
six yards and slightly more than a half million dollars in gross sales, 
and your competitor in a neighboring town a short distance away, 
who would have substantially. the same volume as your main y ard, 
would not be covered and would not have to meet any competitive 
prices that you had to establish in order to comply with this. 

That seems to me the most valid one. 

The thing that disturbs me is where are we headed when we let the 
man in Prairie City, Iowa, be covered because with six yards he does 
8600 .( 000 worth of business, and we let the man in the adjoining city 
and I don’t know whether there is such a town- 
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miles away, be uncovered because he does but $200,000 worth of 
business. 

Therein lies a real problem, and I think the chief problem, or at least 
the crux of the chief problem, that confronts this committee and this 
Congress. 

We cannot go into this matter without creating some hardships 
somewhere. And the mere fact that we put an additional bookkeep- 
ing duty on your business which is inconvenient is not going to put you 
out of business. 

Mr. McKuvren. No, it is not going to put us out of business, but 
very possibly it will increase our cost of doing business, and it might 
ultimately require us to increase our prices slightly to cover the in- 
creased cost if the competitive situation would permit. 

Mr. Lanprum. Do you produce most of your lumber products in 
Iowa? 

Mr. McKtuveren. We produce none of it in Iowa. It is all shipped 
in. 

Mr. Lanprum. I have never been there except over it, and I did 
not see anything that looked like it would produce much lumber. 

Mr. McKuveen. No. Our lumber comes mostly from the west coast, 
Oregon, Washington, California, Montana and Idaho. 

Mr. Lanprum. Do you get any from the southeast ! 

Mr. McKivreen. We get some cyprus from Florida, Louisiana, and 
Mississippi . 

Mr. Lanprum. What are the prices, comparatively speaking, be- 
tween a similar quality of lumber from the west coast and from the 
east coast ? 

Mr. McKxveren. It is difficult to compare because cyprus is an ex- 
pensive wood due to the fact that there is the process of getting the 
cyprus logs out of the swamps, which is so costly. 

Yellow) pine and fir would compare favorably in cost. 

Mr. Lanprum. You can sell fir for substantially what you can sell 
pine for ? 

Mr. McKuveen. Yes, sir. 

Mr. Lanprum. What about California redwood ? 

Mr. McKuveen. That is more expensive because most of the Cali- 
fornia redwood is a clear-type lumber used for siding and trim and 
finishing work. 

Mr. Lanprum. That would come higher in your area than the slash 
pine or yellow pine ? 

Mr. McKuverrn. No, I do not believe it would come any higher than 
the comparable grades of pine. . 

I would like to add that I have already stated this, but I think you 
gentlemen realize that if retailers in general were included under this 
law that there would be less service offered the consumer. I am quite 
sure that would be the case in our own business, and that ultimately 
there would have to be an increase in prices due to the increased cost 
of doing business. 

Mr. Lanprum. Would your ability to serve factory workers, the 
needs of factory workers for your products, be reduced to, say, 1 day 
a week ? 

Mr. McKtivren. Would you repeat that, please. 

Mr. Lanprum. Would your ability to serve the needs of factory 
workers, people employed in manufacturing establishments, be re- 
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duced to, say, the 1 day a week they might not be engaged in the 
factory ¢ 

Mr. McKuveen. That would be very possible that that is what 
would happen, that we would close on Saturdays or we would only 
be open 8 hours a day so we could not accommodate these factory 
workers after they got off work. 

Mr. Lanprum. You would need to maintain substantially the same 
hours as those maintained by the factory ? 

Mr. McKuveren. That is right. 

The competitor who would not be covered could attract that trade 
because he could be open the longer hours, you see, without increasing 
his costs. 

The competitor I refer to, I think, you understand. 

Mr. Lanprum. That is all. 

Mr. Keiitey. Mr, Griffin ? 

Mr. Grirrin. Mr. McKIveen, I am interested in the fact that your 
industry is part of the retail trade, and in your particular case your 
average wages are more than $1.40 an hour, and that the national 
average in the lumber and hardware supply stores is $1.74 an hour. 
So obviously the evil which this law is supposed to correct does not 
exist in your industry. And, yet, if we expand the law, as is pro- 
posed, you are going to have to live under a law which is created for 
an evil which does not exist in your business; to change your method 
of doing business to a less eflicient way, change it to a factory-type 
operation and so forth. 

The fact that your industry pays such high wages indicates that 
this evil can be corrected in other ways apparently than by the Govern- 
ment stepping in. 

To what do you attribute the fact that the national average wage 
is $1.74 in the lumber and hardware business? That is, the retail 
business. 

Mr. McKuveen. Well, I think renee the fact that our industry 
wants to attract competent personnel has a lot to do with it. 

We in our company, I know, pay higher wages than some of the 
other retailers in our community because we want that type of em- 
ployees, and it takes that kind of money to attract them. 

Mr. Grirrty. Is it not also true that in your large lumber com- 
panies your employees are organized and bargaining agreements set 
the patterns? 

Mr. McKiveen. That would be true in the larger communities. In 
all the metropolitan areas, as I stated, I think the lumber companies 
are operating under union contracts. 

Mr. Grirrin. I only want to point out that in the big retail business. 
regardless of w hether they are lumber or what they are, if we are talk 
ing about the bigger bamluaenee i te possible that there is no reason 
why those employes cannot organize, and, through the method of 
collective bargaining, increase their wages as has apparently happened 
in your industry, and it is not necessary for all the employees of every 
little business in that line of work to organize because the pattern wii! 
filter down just as the minimum wage would filter down. It is a 
question of how to correct the evil. 

You recognize there is an evil and that there are substandard wages 
paid. 
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What do you think? Aside from your own industry, have you 
ever given it any consideration as to what you would do if you were 
sitting up here? 

Mr. McKuveen. No, I really haven't. 

Mr. Grirrin. I recognize that there are substandard wages paid in 
our country, and it isa real social problem just as these ladies are con- 
cerned about it. But how far we should go in Government to correct 
it is the problem. We do not want to create more hards ships. 

Mr. McKtuveen. I really feel that your Government has gone far 
enough in regulating wages and hours, that it is not applicable to the 
retail industry at all. I do not see how it can be applied and be fair. 
That is my personal opinion. 

Mr. Grirrtn. That isall. 

Mr. Kettry. Mr. McKlveen, do you know any concerns in your in- 
dustry that pay less than $1 an hour and operate less than 40 hours a 
week on the average ? 

Mr. McKuveen. No, I do not. 

As I stated earlier, there are probably a few isolated cases where 
some employee is kept on the payroll when he should probably retire, 
or some isolated case where an employee is incapable of doing full 
justice to his job. He possibly would not be paid that much. But any 
full-time employee that is capable, I do not know of any case where 
any of my fellow lumbermen are paying less than a dollar an hour; no. 

Mr. Ketxery. I missed part of your testimony. But did you make 
any reference at all to the question, or was the question asked as to 
whether or not any of your yards were organized ? 

Mr. McKuveen. They are not. 

Mr. Ketitry. They are not? 

Mr. McKuveen. None of our yards are organized. They are all 
in small towns where there is no organization. 

Mr. Ketiey. Are any of your competitors organized ? 

Mr. McKuveen. Well; yes. In Des Moines—we are only 20 miles 
from Des Moines, and they are competitors of ours indirectly, of 
course—they are all organized. 

Mr. Keurry. Their wages are higher than yours? 

Mr. McKuveen. Yes, sir. And their hours are less. 

Mr. Keniry. And their hours are less. 

And they are able to compete with you, are they ? 

Mr. McKuvren. Yes, they do. Of course, the »y have a larger vol- 
ume than we do. 

Mr. Kettiry. I have no further questions. 

Are there any further questions? 

Mr. Lanprum. No, sir. 

Mr. Ketiry. Thank you very much, Mr. McKlveen. We have en- 
joyed your testimony. 

Mr. McKuvren. Thank you very much. 

(Mr. McKlveen’s prepared statement follows :) 


STATEMENT OF JOSEPH L. MCKLVEEN, RetTar_ LUMBER DEALER, PRAIRIE City, JOwA 


My name is Joseph L. McKlveen. I live in Prairie City, Iowa, and am engaged 
in the retail lumber and building material business. My firm operates retail 
lumber yards in six towns located in southern Iowa. They are Cambridge, 
Prairie City, Runnells, Hartford, Millerton, and Corydon. The population of 
these towns varies from 300 to 2,000. Our company last year had 16 full-time 
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employees and a sales volume of $655,000. This, you can see, is an average of 
about $40,000 per employee and an average of a little over $100,000 volume per 
yard. 

The remarks which I will make to you are not only my thinking on the subject, 
but I am sure can be considered as the thinking of most of the retail lumbermen 
in the section of the country from which I come. 

There are approximately 2,600 retail lumber dealers located in the States 
of Minnesota, Iowa, North and South Dakota. Approximately 2,300 of these 
dealers are members of the Northwestern Lumbermens Association. The total 
sales of the 2,600 dealers in those 4 States amounted to approximately $418 
million in 1954. The average establishment had 6 employees. Based on these 
figures the average establishment had a sales volume of $147,000 or $24,500 per 
employee. By any standards, we can safely say that the average retail lumber 
yard in the area from which I come is a small enterprise. 

I am here to give you my thinking regarding any change in the provision of 
section 18 (a) (2) which presently exempts retailers from the minimum wage 
and maximum hour provision of the Fair Labor Standards Act. 

My fellow retail lumbermen and I oppose any change in this law. 

Dealers located in the larger metropolitan areas operate under union con- 
tracts and compensate their employees well in excess of the standards estab- 
lished by the wage and hour law. Those in the smaller communities generally 
do not operate under union contracts, but they also compensate their employees 
well in excess of the requirements of the wage and hour law. 

We employed skilled and unskilled labor, highly competent salesmen, clerks, 
and truckdrivers. We must compensate our employees well in order to obtain 
und hold the quality of personnel needed in this type of retailing. 

According to the Bureau of Labor Statistics’ the November 1956 national 
average hourly earnings in lumber and hardware supply stores was $1.74. In 
the retail trade this figure is only exceeded by that paid by the automotive and 
accessories dealers which was $1.87. The average hourly earnings of employers 
in lumber yards is well over that paid by some of the manufacturing industries 
presently covered by the wage and hour law. For example, in November 1956 
the average hourly earnings in tobacco manufacturing were $1.44; textile-mill 
products, $1.50; apparel and other finished textile products, $1.50; and leather 
and leather products, $1.52... The industry’s employee average weekly earnings 
of $73.25 compares favorably with all industries employing unskilled or semi- 
skilled labor. 

It would be ridiculous to contend that the members of our association are 
unable to pay the minimum wage. In some isolated instances, however, it 
might be questionable whether some employees would be retained if they had 
to be compensated at the rate of $1 or more per hour. 

Our concern about losing our retail exemption stems from our inability to 
follow the involved and intricate rules and regulations made necessary by the 
very nature of the law and the interminable fear that we will be confronted 
with claims or lawsuits because we failed to anticipate new rules, regulations, 
or court decisions. 

Even if we were able to comprehend the law, the cost of compliance would 
in many instances be economically prohibitive. Detailed recordkeeping and 
the necessity of keeping on top of involved and intricate regulations is costly. 

Wage and Hour Interpretative Bulletin Part 778 deals with the single ques- 
tion of overtime requirements. This bulletin lists nearly 90 topics as to which 
an employer must familiarize himself and keep currently advised. 

To illustrate how confusing this law has become, I would like to mention a 
few of the 90 topics listed in the table of contents on this one phase of the 
regulations issued under this law: 

Computing Overtime Pay Based on the Regular Rate. 

Regular Rate Distinguished From Minimum Rate. 

The Regular Rate Is an Hourly Rate. 

Employees Working at Two Rates. 

Methods of Inclusion of Bonus in Regular Rates; and How Deductions 
Affect the Regular Rate. 

Under the topic “The Regular Rate Is an Hourly Rate,” there are 5 subpara- 
graphs. The fifth, which would apply to many retail lumber dealers with a 
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small number of employees, is entitled “Salaried Employees—lIrregular Hours,” 
and I would like to quote to the committee the language of this paragraph : 

“If an employee earns $46 per week with the understanding that the salary 
1s to eover all hours worked and if his hours of work fluctuate from week to week 
his regular rate of pay will vary from week to week and will be the average 
hourly rate each week. Suppose that during the course of 4 weeks the employee 
works 40, 46, 50, and 41 hours. His regular hourly rate of pay in each of these 
weeks is approximately $1.15, $1, 92 cents, and $1.12, respectively. Since the 
employee has already received straight-time compensation on a salary basis for 
all hours worked, only additional halftime pay is due. For the first week the 
employee is entitled to be paid $46; for the second week $49 ($46 plus 6 hours at 
50 cents) or (40 hours at $1 plus 6 hours at $1.50); for the third week $50.60 
($46 plus 10 hours at 46 cents) or (40 hours at 92 cents plus 10 hours at $1.38) ; 
for the fourth week approximately $46.56 ($46 plus 1 hour at 56 cents) or (40 
hours at $1.12 plus 1 hour at $1.68.)” 

In the smaller communities, especially those serving farm trade, irregular 
hours for salaried employees is not unusual. If the weather is good for plowing 
or planting, or the crop is ready for harvest but there is threatened rain, the 
farmer does not stop these important activities because the grocer, the hardware 
merchant, the lumber dealer, or the drug store has to close. 

We dealers have a limited number of employees and cannot stagger their hours 
of employment to meet the demands of our customers. We schedule our opening 
and closing for the convenience of the customers. We are called on to make 
after-hour deliveries to take care of an emergency, such as lumber to repair a barn 
or a silo, or roofing material to take care of storm damage. 

Since I have been engaged personally in the retail lumber business in Iowa for 
the past 20 years, I feel that I can speak with a certain degree of authority 
when I say that our employees have considerable freedom so far as time off is 
concerned. Many times they have need for a shopping trip or time off for such 
necessary things as a half day of fishing, golf, or swimming; and they, of course, 
are permitted to go without any deduction from their pay. This, of course, 
would not be possible if retailers were included in the wage-and-hour provisions. 

In retailing, the relationship between the retailer and the employee is on a 
permanent basis. Both the employer and employee think in terms of weekly, 
monthly, or yearly salary. Hourly rates are used in industries with sporadic 
employment. To inject the concept of hourly rates into the retail industry 
would tend to destroy this relationship and establish a trend diametrically op- 
posed to the present equivalent of a guaranteed annual wage. 

Proposals to bring the so-called large retailers under the act have been sub- 
mitted to the committee. “Small” and “large” are relative terms. What is small 
in one retail trade, if measured in dollars is large in another. A lumber yard doing 
a $500,000 annual volume in a metropolitan community would be very small, but a 
grocery, shoe, or men’s apparel store doing a $500,000 volume in the same com- 
munity would be very large. 

If we use the number of units to determine whether a retailer is large the 
same problem exists: 4 or 10 service stations are not comparable to 4 or 10 
lumber yards and 4 or 10 men’s apparel stores are not comparable to 4 or 10 
department stores. 

If we use the number of employees to determine whether a retailer is large 
or small we are confronted with the same problem. One employee in a jewelry 
store can easily handle a $100,000 volume. To handle this same volume in a lum- 
beryard it would take 4 employees: in variety stores 20 employees ani a shoe- 
shine parlor possibly 40 employees. 

In many areas of the South, Midwest and West, there are many small estab- 
lishments that, by themselves, are not self-sustaining. These establishments 
are in sparsely populated areas and are serviced from a central establishment. 

I am sure the members of this committee, in traveling through the West, have 
noticed small lumberyards with such a small stock in trade that all of it could 
be loaded on one freight car with room left over. These branch yards stock only 
the major items, and the thousand and one other items they sell must, when 
needed, be shipped out from the main establishment. 

The main yard itself could not exist except as the mother hen to these small 
units or branches. The total operation of one of these so-called chains often 
would not match that of a medium-sized metropolitan yard. A chain of 5 yards 
in 5 small communities doing a $500,000 volume would be small. As a matter 
of fact it would be difficult for this so-called 5-chain establishment to operate 
economically without all 5 yards. 
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Competitive establishments under these proposals would be covered or exempt, 
depending solely on dollar volume. Establishments with a dollar volume that 
fluctuates below and above the $500,000 mark would be exempt or covered, 
depending on business conditions. 

Imagine the position of a retailer that normally does $400,000 volume, and, 
because of an unusual project in his area, his business jumped to $550,000 that 
1 year. In the rush of business, the wage and hour law would probably be the 
least of his thoughts. This retailer could be subjected to all kinds of claims 
because he forgot to convert his payroll from a salary basis to an hourly rate 
basis. 

Again I repeat, what is big and what is little in the retail industry depends 
on the particular trade. Even within trades, it varies geographically. 

With the trend toward diversification of products handled by retailers, the 
familiar trade designations do not have the same meaning they did 20 years ago. 
This adds to the confusion as to what is large and what is small. 

I want to thank you gentlemen for your courteous attention and for giving 
me the privilege of telling you how I feel about any proposed changes in the 
provisions of the Fair Labor Standards Act which would affect the retail lumber 
business. I would like to briefly summarize for you a few of the reasons why the 
retail exemption is important to me. 

First, I feel that the hourly wage is designed for industry and not for busi- 
nesses which sell goods and services at retail. 

Secondly, retailing is a service business. Store hours are determined by 
customer’s needs and demands. Customer traffic is affected by many factors 
including the weather, yet store services must be available at all times. Thus 
retailing, unlike the factory assembly line, cannot attain a constant hour-by-hour 
production. 

Third, the elimination of the retail exemption would have an immediate 
impact upon all payroll costs. It will result in ultimate increases in all prices. 

Fourth, in our own business I am sure that the elimination of the retail 
exemption would necessitate our employing at least one additional person to 
keep the involved records which would be required. 

Fifth, the application of this Fair Labor Standards Act to retailing would 
decrease services and increase prices artificially. 

At last, a uniform Federal minimum wage fails to recognize the basic differ- 
ence between the metropolitan and the small community retailers. The retail 
lumbermen of the area where I live respectfully recommend that the retail 
exemption remain as amended by the Congress in 1949 


Mr. Ketiry. The committee will stand in recess until 10 o’clock next 
Tuesday. 

(Whereupon, at 11:50 a. m., the subcommittee was recessed, to be 
reconvened at 10 a. m., Tuesday, March 19, 1957.) 
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TUESDAY, MARCH 19, 1957 
Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON LaBor STANDARDS 
OF THE CoMMITTEE ON Epucation aNp Lasor, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
429, Old House Office Building, Hon. Augustine B. Kelley (chair- 
man of the subcommittee) presiding. 

Present: Representatives Kelley, Roosevelt, Holt, Ayres, and 
Griffin. 

Also present: Representative Bailey. 

Staff members present: Fred G. Hussey, chief clerk; John O. 
Graham, minority clerk; and James M. Brewbaker, general counsel. 

Mr. Keiitey. The committee will please be in order. 

Is Mrs. Algase in the room ? 

Mr. Sutter ? 

Mr. Hussry. Mr. Chairman, we have Mr. Frederick M. Sutter, 
president of the National Automobile Dealers Association, as our 
first witness, sir. 

Mr. Roosevett (presiding). Mr. Sutter, we are very happy to have 
you here this morning. 

In the temporary absence of the chairman I would like to welcome 
you in behalf of the committee. 

I would suggest that you go ahead with your testimony at this time. 


STATEMENT OF FREDERICK M. SUTTER, PRESIDENT, NATIONA 
AUTOMOBILE DEALERS ASSOCIATION; ACCOMPANIED BY JAMES 
C. MOORE, GENERAL COUNSEL; ROWLAND F. KIRKS, LEGISLATIVE 
COUNSEL; PAUL E. HERZOG, DIRECTOR OF RESEARCH; AND 
FREDERICK J. BELL, EXECUTIVE VICE PRESIDENT 


Mr. Surrer. Thank you, Mr. Chairman, I am sorry that we are 
late. We understood that there were to be other witnesses ahead of us. 

Mr. Roosrveitr. Unfortunately, the previous witness was held up 
by the weather and was not here. We appreciate your appearing 
ahead of time. 

Mr. Surrer. I have this prepared statement and then some figures 
on our own business which might be of interest. 

My name is Frederick M. Sutter. I am president of the National 
Automobile Dealers Association. 

I have been an automobile dealer for the past 35 years in Columbus, 
Ind. 
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I wish to thank you, Mr. Chairman and the members of the com- 
mittee, for the privilege of appearing and being given the opportunity 
to express the views of small-business men with respect to the pro- 
posed legislation under consideration by your committee. 

The National Automobile Dealers Association consists of —— 
mately 30,000 members out of the some 39,000 new car and truck deal- 
ers in the United States. Our members are engaged in selling goods 
and services in their respective communities to local consumers. Our 
membership extends into every State and every congressional district 
in the United States. 

It is our view that wages should be earned—not legislated. 

Our members, the bac kbone of America’s small-business free enter- 
priser 's, are apprehensive that the expression “free, competitive enter- 
prise” may well be destroyed of all meaning, and be replaced by a 
Government-controlled form of enterprise that is neither free jor 
compe titive. 

I am not here to plead the inability or the lack of desire of an auto- 
mobile dealer to pay a living wage to ‘all of his employees—a wage that 
is directly in line with conditions within the local market in which he 
operates. Obviously, the words that the gentlemen of the trade unions 
so frequently use—“sweat shop conditions,” “substandard wages,” 
and so on, do not apply to the franchised automobile dealers of Ameri- 

ca who, as I said earlier, represent in every community across the 
country the very essence of a small-business free enterpriser. 

You will find in him the man who heads up your local community 
chest and charity drives. You will find in him a good churchman 
and a sound, solid, civic leader. 

His average capital investment is $108,000 and he gives employment 
on the average to 16 people. 

I might add that on the basis of figures just completed, the members 
of National Automobile Dealers Association during 1956, the men 
who sold the vast majority of the 6 million new passenger cars that 
were bought in America during the year, had a profit for the entire 
year of eight-tenths of 1 percent on sales before taxes. I am not here 
to ery poor mouth or to plead inability. I do want to point out, 
however, that the profit picture of the retail automobile industry as 
a whole ‘might well create concern on the part of any economist or 
businessman or Government leader, because of the extent of the im- 
pact. of the automobile industry on the national economy. 

This typical, average, small-business man to whom I am referring— 
civic leader and stalwart citizen—is a very rugged individualist, 
jealous of the rights of an individual, deter mined to preserve to the 
fullest possible extent the rights of individuals which he feels are 
inherent in the Constitution and in the Bill of Rights. He is equally 
determined that he will, insofar as he is able, fight to protect the 
rights of the State where he lives and in which he carries on his 
business. 

A further injection of the Federal Government into matters that 
are properly and historically local or State in charac ter is abhorrent 
to this citizen. In his mind it represents many “isms,” but not Amer- 
icanism.” In his mind it is directly contrary to his teachings and his 
beliefs in free markets for free men, the free and uncontrolled work- 
ings of the market place, and he wonders just how far the Federal 
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Government. will go in further encroaching on the right of an indivi- 
dual, the rights of a community, the rights ‘of a State, “before we begin 
to lose all semblance of the politic al and economic fabric with which 
America has been built. 

By no means does this indicate that he is the type of man who either 
fears change or who faces the future by looking constantly over his 
shoulder at the past. I know of no group of men in any business who 
perform in a more dynamic atmosphere of competition than the men 
who sell those American necessities, the siicescltie and the truck. 

There are two grounds for our opposition to an extension of the Fair 
Labor Standards Act to the retail trade. The first is general in nature 
and is applicable to not only our retail business, but applies g generally 
to all retail business. 

The second justification, which will be developed upon the con- 
clusion of the first, deals solely with our own industry. 

As to extension of Federal regulations into retailing, we think it is 
both undesirable and unnecessary. 

In the absence of Federal interference and regulation, the fact re- 
mains that average wages in retailing have generally kept pace with 
the rise of wage rates in other sec tors of the economy. At the same 
time hours of work have continued to decline in retailing as in other 
industries. Also, payrolls have more than kept pace with gross sales. 

In 1948 payrolls accounted for 10.4 percent of sales as compared 
with 10.8 percent in 1954. It is apparent that extension of the Fair 
Labor Standards Act to retailing under these circumstances is un- 
warranted. To do so would constitute further Federal encroachment 
into an area of economic activity which is local in nature. If regula- 
tion and control is desirable or necessary, the States have both the 
authority and the responsibility for taking the necessary action. If 
this matter is left to State det termination, individual characteristics 
of the local scene may be properly taken into account so as to confer 
the maximum good with the minimum harm. 

Wage differentials among the various States are considerable. To 
impose one uniform Federal wage standard on the entire ‘Nation would 
result in inequities in some areas and would serve no purpose in others. 
The majority of retail establishments are local in nature. This is 
true whether they are part of a chain or an independent establishment. 
This local characteristic has resulted in the general practice on the 
part of retail stores to establish working hours, working conditions, 
and basic wages based upon their local situation. 

It is important to recognize the distinction between the activity of 
manufacturers or merchandise and the retail merchants of these prod- 
ucts. The former normally ship their manufactured products to 
wherever there is a demand, whereas the retail establishments are 
local in character and cater to a more or less fixed market in that 
particular geographical area. 

This distinction between manufacturing and retailing is already 
recognized by the Fair Labor Standards Act. The potential ability 
of all manufacturers, whether large or small, to reach the same mar- 
ket. has resulted in the application of the Fair Labor Standards Act 
to all manufacturers. The same rationale should be applied to the 
retail industry. 

In considering whether to extend the Fair Labor Standards Act to 
retailing the true characteristics of retailing should be analyzed and 
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understood. Rather than originating a flow of goods which finds its 
way into every corner of the Nation, as is the case with the manufac- 
turer, the retailer makes goods and services available to the ultimate 
consumer in a local area. Whether independent or part of a chain, a 
retailer normally serves a local community and rarely crosses a State 
line. 

As a rule the retailer takes the final and ultimate step in commerce. 
His is the face-to-face contact with the consumer. This local charac- 
terstic of retailing should be the controlling factor in the present ques- 
tion and this feature clearly indicates that it is inappropriate to ex- 
tend Federal regulation to retailing. 

American industrial history demonstrates that rising wages are a 
product of increased productivity. When wages rise not as a result of 
increased productivity, inflation follows. Inflation does not improve 
the standard of living. 

In the retailing trades and industries, productivity has not kept pace 
with improvements enjoyed in other sectors of the economy. W ith 
the exception of services and construction, increased productivity in 
retailing has lagged behind all other industries. The income pro- 
duced per person employed in retailing is nearly one quarter lower 
than in manufacturing and the trend would indicate that this gap is 
widening. 

It has not been established that an extension of the Fair Labor 
Standards Act to retailing establishments will increase productivity 
per employee. The reverse seems to be indicated. 

The practical problems involved in complying with the law would 
constitute an unreasonable burden to those engaged in retailing. This 

burden would be greater than in many other industries because of 
the complex wage structure that pre »vails in retail trade where bonuses, 
commissions and other special forms of compensation prevail. To 
determine regular hourly rate of pay, would require each establish- 
ment covered by the law to employ the services of an expert in this 
field. Limitation of operations to a 40-hour week, coupled with an 
increased pay burden for time in addition to the 40-hour week are un- 
realistic when applied to a business dependent upon the good will and 
convenience of the general public for its existence. 

Application of the Fair Labor Standards Act as a result of imposing 
an arbitrary standard based on annual total sales will result in in- 
equities and will discourage growth within the industry. 

The business burden which would result to a retailing establish- 
ment in keeping the necessary records and executing the required re- 
ports under this law might well dictate the wisdom of restricting 

sales volume to a point just under that figure which would make them 
subject to the provisions of this law. 

Traditionally, NADA has opposed legislation which would limit 
or diminish the existing retail and service establishment exemption 
and extend Federal wage and hour coverage to franchised automobile 
and truck dealers. We have taken this position because such limita- 
tion or extension of coverage would create discriminations and impose 
inequities. We are here today to reaffirm and reassert that position. 

The overwhelming majority of retail automobile dealers are local 
small-business men. 

The typical franchised automobile dealer engages in the following 
activities : 
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(a) He sells new motor vehicles, as well as used vehicles which are 
accepted in trade, and parts, tires, batteries, and accessories. ‘Today 
the ratio of used vehicle sales to new vehicle sales is approximately 
2tol; 

(6) He engages in repairing automobiles, trucks, and farm 
tractors ; 

(c) He services motor vehicles and in this connection some 
operate a gasoline filling station, grease and wash racks. 

Practice ally all of the retail dealer’s customers are ultimate con- 
sumers in his community. These customers are both private, public, 
and business users of motor vehicles. 

The principal work force of an automobile dealer is composed gen- 
erally of salesmen, repair mechanics, servicemen, and clerical 
workers. 

The typical retail automobile dealer does not come under the pres- 
ent law by virtue of the retail and service establishment exemption. 
A suggested legislative proposal, however, would extend the coverage 
to dealers with : a gross annual business in excess of $500,000, or to per- 
sons employed in firms with 5 or more establishments. Also, those 
dealers who did over 25 percent of their business with business users 
would not be exempt regardless of the total volume of business done. 
Such extension of coverage would have discriminatory effects. 
These proposals would place some dealers under the wage and hour 
standards of the law and exempt others, notwithstanding the fact 
that exempt and nonexempt dealers may be located in the same com- 
munity, be in keen competition with each other, use the same type 
of |: abor, and employ pay practices which are similar if not identical. 

If the $500,000 standard is applied to automobile dealers, 61.7 
percent of the dealers of the country would be subject to the mini- 
mum wage and overtime requirements of the law. Most of these are 
dealers who sell the more popular lines of automobiles because they 
have the largest dollar volume of business. This would mean that 
mechanics, servicemen, and other employees of such dealers would 
come under the coverage of the law, while the same classification of 
employees of dealers in other lines of cars, who have a lower volume 
of yusiness, would not come under the law’s coverage. Hourly earn- 
ings and pay rates of automobile mechanics, servicemen, et cetera, are 
substantially the same in any given partic ular loc: ality, irrespective 
of the size of the dealer’s establishment where the mechanics or serv- 
icemen may work. Hence, the unfairness of a $500,000 classification 
as applied to automobile dealers is immediately apparent. There is 
no justification for discriminating between competing automobile 
dealers whose employees perform identical services and are compen- 
sated on substantialy the same basis. 

Moreover, in operating repair shops and service stations, automo- 
bile dealers are fin i in direct competition with independent garages 
and filling stations which do not sell motor vehicles, and most of 
whom would be exempt. Because the dealer is selling a high unit 
cost product he may be made subject to the act notwithstanding that 
he has only a few employees and a small place of business. On the 
other hand, other retail and service establishments having larger 
places of business and more employees would be exempt because they 
sell low unit cost products. 
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The Small Business Administration takes cognizance of the fact 
that automobile dealers sell a high price per unit item and therefore 
‘cannot be classified in the same category with retailers in general. 
With respect to automobile dealers who qualify for loans from this 
Administration, a test of $2 million total gross annual sales is i 
in determining whether the business is small whereas the test applied 
to other retailers generally is only half that amount. 

The “business use” test which the proposed legislation injects is 
one that was rejected by Congress in and for very good reason. 
It certainly makes little sense to say that a sale of an automobile to 
a private householder is retail while the sale of a similar automobile 
to a local grocer for use in his business is not retail. Proposed legis- 
lation would also render nonexempt any dealer who did over 25 per- 
cent of his business in the sale of trucks because trucks are always 
sold for business, commercial or farm use. 

Because of the nature of the services which the automobile dealer 
renders in most communities, he is required to offer such services to 
the public during 6 days of the week. These services are an indis- 
pensable part of local transportation, and the local community is 
vitally dependent upon them. 

It would be virtually impossible to limit the work of the dealer’s 
employees to 40 hours a week, as contemplated by the objectives of 
the law. Most dealers’ establishments are too small to introduce a shift 
system of employment. Hence, most dealers would have to pay over- 
time penalties on a regular basis. 

It is significant to note that while discharging this responsibility 
of serving the needs and desires of the owners of 60 million auto- 
mobiles and trucks, the average weekly hours of employment in 1956 
by automobile dealers was 43.8 hours and the average hourly earnings 
was $1.81 per hour. This is the highest average hourly rate paid in all 
of the retail es except in eating and ‘drinking establishments 
where tips play a major factor. This is almost a 6 percent reduction 
in the average weekly hours worked since 1945. For the same period 
the average hourly wage rate rose 88 percent. This has been done 
voluntarily by automobile dealers without the compulsion of either 
Federal or State laws. 

The foregoing is true, whether the individual dealer does an an- 
nual volume of business of over or under $500,000. The $500,000 
limitation, therefore, is irrelevant to the question of whether the auto- 
mobile dealer should be exempt from the law. 

HPCE S, the application of the overtime provisions to em- 
ployees of the automobile dealer would be extremely burdensome 
because of the difficulty of computing overtime pay for the automobile 
mechanic who in many communities receives a guaranteed minimum 
rate, plus a piece rate, plus incentive bonuses. This difficulty was 
clearly demonstrated in our industry during the period prior to the 
1949 amendments, when many dealers were Tegarded by the Depart 
ment of Labor as covered by the law. During this period, many deal- 
ers made an attempt to comply with the law. but found that their 
attorneys and accountants were Shab to advise them definitely as 
to how overtime should be computed. 

Penalties for violation of the Fair Labor Standards Act are very 
severe, since they provide for retroactive double liability plus attor- 
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ney’s fees and criminal punishment. An employer who is to be made 
subje ct to the act should be apprised of that fact in clear and un- 
ambiguous terms. To impose upon him the impossible task of de- 
termining whether his business is one affecting commerce is to fail 
to inform him of his responsibilities and punish him for violations of 
which he is unaware. 

As heretofore pointed out, the retail automobile dealer is a local 
businessman and we oppose the extension of the act to him because of 
the local character of the business he operates. The law as originally 
written was intended to exempt him. As President Roosevelt stated 
in proposing minimum wage legislation to Congress in 1937: 

There are many purely local pursuits and services which no Federal legisla- 
tion can effectively cover. 

Then Senator Black—now Mr. Justice Black—the sponsor of the 
legislation in the Senate, expressed the same view when he said: 

Businesses of a purely local type which serve a particular local community, 
and which do not send their products into the streams of interstate commerce, 
can be better regulated by the laws of communities and of the States in which 
the business units operate. 

The franchised automobile and truck dealers’ establishments are 
typical of the local businesses referred to in these quotations. The 
dealer is required to adjust himself to the demands of his community, 
whether it be agricultural, mining, or industrial and regardless of its 
size. In selling and servicing ars he is furnishing essential trans- 
portation services in his local community. 

Conditions vary greatly from community to community, and local 
working conditions cannot be made uniform by a single national 
standard. Therefore, the impact of the proposal to extend the law 
to retail automobile dealers would vary greatly between different 
communities. 

There is no need to extend coverage to automobile dealers. 

Within the retail trades automobile dealers paid the highest average 
wages of all of the major 11 groups in which the Bureau of the Census 
divides retail trade. They also paid higher average wages in estab- 
lishments with annual sales below $100,000 than the comparable wages 
that were paid in the largest units selling general merchandise. The 
most current data in this area is for the year 1954. 

The highest wages in retailing were paid by the automotive group. 
Average weekly wages in this group were 25 percent higher than for 
all retailing when eating or drinking places are excluded, and 50 per- 
cent higher than in general merchs andise, the group of retail establish- 
ments with the lowest wages. 

Even with the position of automobile dealers within the retailing 
industry being as high as it is, there is nonetheless a variance in aver- 
age weekly wages p: aid of $ $41.39 in one State to $89.37 in another. 

I believe that is the widest spread, from the lowest to the highest. 

[ am informed by our researchers that within 10 years job openings 
for young people will be increasingly greater in the field of sales and 
service rather than in production and “manufactur ing. 

Recognizing that many, many thousand of these young men and 
women will seek and receive employment by the small businessmen 
who comprise our membership, NADA is expanding as rapidly as 
possible its services in the field of good business management and good 
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human relations. It is our belief that it is the duty of business, small 
as well as large, to accept the obligation and the responsibility for 
creating ever better job opportunities. I repeat, we think that is our 
job; not the job of the Federal Government. 

In summary, the small-business men whom I have the honor of 
representing, men who are engaged in a very vigorous form of in- 
tracity and intrastate commerce, oppose any further extension of the 
Federal Government into the matters that are and must remain 
local and State affairs. Dedicated in the future to improving the 
economic climate of all America, to which they have made so vital a 
contribution in the past; willing to take their chances of success or 
failure in a rugged, competitive business; violently opposed to spe- 
cial privileges for any person or any group, they will continue to 
reject as un-American, undemocratic, unwise, and unsound, any 
action by their Government that would deprive the States of their 
historic rights or that would place the individual, regardless of 
where he might live or the type of work that he might perform, In 
the position of operating under governmental controls, Federal 
strangleholds that might well become i ine sreasingly oppressive. 

In conclusion, the extension of the Fair Labor Standards Act to 
embrace the retailing industry will not necessarily increase produc- 
tivity nor will it prov ride the ability of the retail industry to pay higher 
wages. High wages which are the result of increased productivity pro- 
duce a better standard of living. Both high wages and a better stand- 
ard of living rest upon the freedom of American industry to grow and 
expand in a climate unrestrained and unimpeded by restric tions and 
regulations. 

For the foregoing reasons, the National Automobile Dealers Asso- 
ciation vigorously opposes the enactment of any proposal which 
would extend the cover age of the present law and respectfully urges 
that the retail and service establishment exemption in the Fair Labor 
Standards Act be preserved in its present form. 

That concludes my statement, Mr. Chairman. 

Mr. Roosrveitr. Thank you, Mr. Sutter. 

I think the committee might have a few questions which they 
would like to ask. And, of course, if you want any of your col- 
leagues to answer any of the questions in further detail we would 
be very glad to hear from them, but we would request that they 
identify themselves before answering the questions. 

Mr. Sutter, may I say first that we are grateful to you for your 
expression of opinion and for the figures which you have given us. 
I would like to ask what I suppose is an obvious question. You make 
a rather broad indictment of any Federal action in your field as 
well as generally in the retail field, but if ne serves me right, it 
was only last year that your association came before the Congress 
and asked for legislation to protect the members of your industry, 
which request was granted by the Congress and signed into law by 
the President. 

Your sweeping indictment of all Federal assistance, I think, makes 
me wonder why you think it is proper for the Federal Government 
to operate in one field to protect you and not in another field. 

Mr. Surrer. I think that is a perfectly fair question. Of course 
the area in which we asked assistance was a vastly different ares 
from wages and hours. 
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We requested and were granted a law which required the employ- 
ment of good faith on the part of two parties to an automobile 
dealer selling agreement. That was all it covered. There were no 
standards set up. Something requiring good faith, which I think is 
a rather to be desired characteristic in any agreement, and to set 
what in effect is a leveling area in wages and hours for the entire 
country in my opinion, are two di: metrically opposite things. 

What I am trying to say is that in this one area it does not really 
make much difference whether good faith is employed in Brown 
County, Ind., or New York City, the fundamentals are just the same ; 
but when it comes to wages in Brown C ounty, Ind., which happens to 
be next to my county, and New York City, there is a tremendous 
difference. 

Mr. Roosevetr. But you felt that you were in interstate commerce 
to the degree that you felt that the Federal Government had the right 
to regulate for you and now you feel that you are not in interstate 
commerce, 

Mr. Surrer. You are in an area that I will ask one of my more 
learned colleagues to discuss. Dr. Rowland Kirks, our legislative 
counsel, will comment on that. I am an automobile dealer and not an 
attorney. 

Mr. Kinks. We have not, I think, Mr. Chairman, either then when 
we were seeking the enactment of Public Law 1026 or now, opposing 
the extension of the Fair Labor Standards Act, represented that we 
were in interstate commerce. We have maintained that our businesses 
have been intrastate commerce. Our present view with respect to the 
legislation that is under consideration is that the proposals which are 
before you tend to enter the area of purely intrastate commerce under 
which the vast majority of our dealers qualify. 

They are not engaged in interstate commerce by having establish- 
ments in various States. As a rule there are a few slight exceptions 
where there are chains of dealerships, but they are the vast minority. 
Our businesses are entirely local and intrastate and should be gov- 
erned by the laws pertaining to intrastate activities. 

Mr. Roosrvetr. May I ask you whether you claim that the goods 
which you sell are not received across interstate lines? 

Mr. Kirxs. Much of them are received across lines. 

Mr. Rooseverr. Merely because they are sold intrastate, even though 
you admit that they are goods acquired in interstate commerce, you 
therefore claim that your whole business is intrastate ? 

Mr. Kirxs. Certainly, where a dealership is located in a State 
other than where the assembly plant or the factory that furnishes the 
products, they are shipped to them in interstate commerce; but the 
sales and service of that end product by the dealer is for all intents 
and purposes intrastate. 

As I say, there are a small percentage of exceptions to that. We 
are the end, we feel, in the chain of commerce. 

Mr. Roosrveit. Let me put it this way. You have listed among 
your employees mechanics, for instance. Certainly a mechanic is 
handling a piece of goods in most instances that has some interstate 
aspect to it? 

Mr. Kirks. From the point of manufacture and distribution that 
is correct, but the manufacturer is covered, all manufacturers are cov- 
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ered under this law and that was the intent when the law was con- 
ceived. 

Mr. Roosrvett. I am talking about the servicing of that. Either 
the part which he may be replacing or the part upon which he is 
working certainly come into his place of operation through interstate 
commerce, do they not ? 

Mr. Kirxs. That is true, sir. The part or accessory follows the 
same pattern of commerce that the automobile itself does, so that, 
when he puts in a new axle, the axle was manufactured in a ‘different 
State as a general rule, from that particular dealership that is render- 
ing the service on the customer’s car. 

Mr. Roosrvert. And again, the salesman himself is also selling a 
piece of goods which has arrived under his sponsorship, let us say, 
via interstate commerce. 

Mr. Kir«s. That is certainly true, sir. I think that your same line 
of reasoning would apply generally to every type of product that is 
sold in retail trade. It would apply to the local grocer that sells a 
hand of bananas. In all probability, that was shipped not only inter- 
state but from foreign sources. But this law, as we understand it, 
intended initially and it has prevailed up to the time that these con- 
siderations of pending amendments were presented to you, to depart 
from the original concept of the law. 

Mr. Roosevett. I think that is correct. It is an extension and it is 
specifically on the theory that certain parts of retailing do come under 
interstate commerce. Now, you would simply be saying that you 
would like to write the law so that, if the ultimate consumer of the 
product is not of an interstate character that therefore the law should 
not be extended. I do not believe that you can claim that the whole 
operation could be exempted because of its noninterstate character. 

Mr. Kress. Certainly there are interstate characteristics, sir, of 
this business. 

Mr. Roosevert. Right. 

Mr. Krir«s. If I may add further, sir, in some of the proposals 
where the phrase “affecting commerce” is used, we are unable to select 
any activ ity that would not have some be: aring upon “affecting com- 
merce.” Whether or not the object involved or iginated solely within 
a State and was sold and used within that State, if it is in competition 
with a product that comes interstate into that area, any activity could 
by a complete logical extension of the phrase “affecting commerce” 
qualify and so, if that proposal were enacted into law, you would, 
I believe, run the risk of just blanketing all retail activities. 

Mr. Roosevettr. And if that were not put in the law but the other 
definitions were, however, you would still be fairly generally covered 
by about 61 percent. 

Mr. Kress. That is correct, sir. 

Mr. Roosevett. On page 2, Mr. Sutter, of your testimony in the 
figures that you give of profit before taxes of eight-tenths of 1 per- 
cent on sales, have you any figures that would give us the percentage, 
before taxes, of profit on the average investment of $108,000? 

Mr. Kirxs. We can furnish that. 

Mr. Sutter. We do not have them available, but we can secure them 
for you. 
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Mr. Roosrverr. The reason I bring that up is that again you have 
pointed out that your gross sales figures are slightly different than 
the category that one would normally do and I think the committee 
would be interested in what the percentage of profit on the invest- 
ment concerned would be. We would appreciate it if you could 
provide them. 

Mr. Surrer. We will do so. That is a very pertinent observation 
because of the high volume, but if I may add just as a preliminary 
comment, and I w vill pick this figure from memory from talking with 
the dealers, I think that you will find that the net profit before taxes 
is running in the case of most dealers today not much over 6 percent 
on the invested capital which for a hazardous business is—shall we 
say /—a rather unattractive return. 

Mr. Roosrvett. On page 4, with relation to your recommendation 
that this field be left entirely to local legislation, have you any figures 
on the effects in the States that do have minimum-wage laws that are 

applicable to retail trade? I believe there are very few, if any. 

Mr. Sutrrer. This is Mr. Paul Herzog, our director of research for 
National Automobile Dealers Association. 

Mr. Herzog. You are referring here to the effects of the States hav- 
ing minimum-wage laws upon the dealer. You are aware, sir, that in 
the great majority of instances the minimum-wage laws are substan- 
tially below what is recommended here. We do not have a study show- 
ing, for ex: ample, what the effect has been in the State of New York, 
New York having the highest minimum, being 85 or 86 cents an hour or 
something of that nature. Our statistics which are generally from 
the Bureau of Labor Statistics and some of which have been sited by 
Mr. Sutter, point out that in every instance the dealer’s average is 
substantially above anything that is now recommended, or law. 

Mr. Roosrvevr. In connection with that and al hough it comes in a 
little further in your testimony, very few of your dealers would be 
affected by coming under the minimum hourly rate. Is that a correct 
statement ? 

Mr. Herzoc. Yes, I believe that would be correct. 

Mr. Roosrveitr. Therefore, the main impact of the extension to the 
automobile retailing business would be the overtime provision. 

Mr. Herzog. That is correct. 

Mr. Roosrvetr. Under the administration proposals that is not, as 
I remember, submitted but is eliminated as a factor so that in actual 
practice if we followed the recommendation of the administration on 
that point, your objections would primarily be upon principle rather 
than upon the effect in the industry proper, is that correct ? 

Mr. Herzoe. Yes, sir. 

Mr. Roosrvetr. On page 6, the figure that you quote, Mr. Sutter, in 
reference to the income per person employed in retailing is one point 
lower than in manufacturing and the trend would indicate that this 
gap is widening. Do these figures come from the Bureau of Labor 
Statistics ? 

Mr. Kirxs. They come from the 1954 summary of business an! in- 
dustrial marketing. 

Mr. Roosrvetr. Could you submit those in a little greater detail? 

Mr. Kirxs. We would be glad to, sir. 

(The information referred to follows :) 

89327—57—pt. 119 
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NATIONAL INCOME PER EMPLOYEE 


1. National income by industrial origin, 1955: 
Manufacturing: $101,805 million 
Retail trade and automobile services : $36,657 million 
(Source: Survey of Current Business, July 1955, p. 16, table 13.) 
2. Average number of full-time and part-time employees, 1955: 
Manufacturing : 16,579,000 
Retail trade and automobile services : 8,138,000 
(Source: Survey of Current Business, July 1955, p. 19, table 26.) 
National income per employee, 1955: 


$101,805,000,000 
Manufacturing=— “. i 6,141 


16,579.06 ” 
$36,657, 000,000 


Retail trade and automobile services= — $4,504 
8,138,000 


Thus, national income per employee is 26.7 percent less in retail trade and 
automobile services than in manufacturing. 

Mr. Roosevext. Is it not also somewhat true that where there is the 
lowest productivity there are also the lowest wages paid and that there 
is some correlation to the fact that you get increased productivity with 
a decent standard of wages? 

Mr. Kirxs. Are you directing that question to me? 

Mr. Roosrvert. if Mr. Sutter wants to turn it over to you, that is 
fine. 

Mr. Sutrer. May I make the comment of a dealer and then I might 
ask Dr. Kirks to give you what is probably a more educated answer. 

I certainly agree with that premise because we know that in indus- 
try, but, of course, your productivity depends on more than merely 
the skill of the individual. It also depends upon the machines and 
tools that are available to him. Of course, there has been a tremen- 
dous increase in labor-saving machinery, that is, great machines in 
industry which are utterly impossible to the retailer. I am thinking 
of our shop men now. There has been a considerable increase in things 
such as power wrenches and that sort of thing, but in ” very nature 
of the thing we cannot keep up with the $500,000 or $1 million 
machines that the factories use to increase productivity. * Phat is the 


thing which I would point out personally as a dealer. Does that 
answer the question ? 
Mr. Roosrvetr. That answers it only partly because you have made 


the statement that there is a low ratio of productivity in the retail 
business and my question would be whether or not perhaps it could not 
be improved, not particularly in your industry, but could not be im- 
proved by paying a more equitable wage? 

Incidentally, on that same line, are the employees of your industry 
in the nonclerical force organized ? 

Mr. Surrer. That depends, of course, on the area. In my State of 
Indiana I checked on that last week and only one county in the State 
is organized. Oddly enough, that is a relatively rural county. The 
city of Indianapolis is not and the other lar ge cities are not. 

On this thing of whether paying an employee a more equitable 
wage would increase productivity, of course I question in my own 
mind that they are not paid an equitable wage. 

There is another inherent characteristic of retailing. ; am talking 
now about the clerical and sales end of my business and, of course, 
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the clerical end of other businesses. An automobile dealer is really 
running two separate businesses. In the shop those men are producing 
steadily just as a man in the factory produces but in sales or cleric al 
work a man may be employed 8 hours a day and actually from the 
nature of the business only need to work five or six or less and no 
amount of money will increase his productivity because it is the 
nature of the business. In fact, that draws some people to that type 
of work who de not want to live in the noise and uproar and constant 
mechanical noise of the factory. 

We have lost men to our local factories and after a short time had 
them come back to us and say, “We would rather take less money and 
do this kind of work.” So that we do not all fall into the same mold. 

For example, I had a chap who had been working for me for about 
27 years. His son graduated from high school and is working in the 

core department of a local foundry making about $95 a week. His 
dad commented that his son is making more money than he is. He 
ismaking $60. I said, “Well, Ben, how about you?” He said, “Heck, 
no, | would not take that for a minute.” 

I Jaughed and said, “What you really mean is you would like to be 
getting his w ages for your work?” 

He said, “That’s about it. There is no harm in ts alking about it.’ 

It is that sort of thing, you see. There is this tre smendous difference 
in the job classification, so to speak. That is merely a personal ex- 
perience with employees. 

Mr. Roosrvetr. Along the same line, are your salesmen employees 
in the sense that you carry them as employees on your payrolls or are 
they commission salesmen ? 

Mr. Surrer. The only employees we have who are commission men 
are salesmen. They work on a percentage of what they sell. 

You asked earlier for some figures on percentage of profit on dealers’ 
investment. We have those figures for 1956 and, if you would like, 
I will give them to you now. 

Mr. Roosrverr. Yes. 

Mr. Surrer. The industry average before taxes was 5.8 percent on 
investment. Now, there was some variation in the size of dealers, if 
you are interested in that. We divide them into four groups. Group 
1 is the dealers selling from one car a year to 149 cars a year. That 
group earned 4.2 percent on investment capital. 

Group 2, which is 150 to 399 cars sold, earned 8.2 percent. 

Group 3, which is 400 to 749 earned 7.3 percent, and group 4, which 
is from 750 up earned 7.4 percent. 

The interesting thing is that you see the industry average is 5.8, 
but the great number of our dealers, I would say 81 percent of our 
members, are in that group 1 and they are the ones that are having 
the most difficulty, really, today and, of course, those are the little 
dealers that would be hurt the most by that type of legislation. 

Mr. Roosrverr. Thank you. 

Mr. Ayres. Will the gentleman yield ? 

Mr. Roosrveir. Yes. 

Mr. Ayres. Mr. Sutter, before that net profit is calculated and also 
before the percentage of profit in comparison to the capital invested 
is calculated, is it not safe to assume that in most instances, due to 
the operation of an automobile dealer’s organization usually pri- 
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vately owned or a closed corporation, that he has paid himself a 
sizable salary ? 

Mr. Surrer. If you will delete the word “sizable,” Mr. Ayres, I 
will go along with you for two reasons. In the first place, he is not 
in a position to pay a sizable salary to himself and in the second place, 
of course, the Internal Revenue Department scrutinizes that and, if the 
salary a dealer pays himself is more than they figure the job is worth 
or more, for instance, than he — earn in some other line of work, 
they disallow that portion of it, so that naturally he pays himself a 
salary, because if he wor a somewhere else he would be paid a 
salary. 

Does that answer the question ? 

Mr. Ayres. I will yield to Mr. Holt. 

Mr. Horr. What is the average salary ? 

Mr. Surrer. Mr. Holt, when you think that you are dealing with 
some dealers that may sell $100,000 to $200,000 worth of business up 
to $15 million, I cannot say there is any average. 

I do just under a million dollar business and pay myself $15,000 
and I certainly do not consider that excessive. 

Frankly, I know a great many dealers, of course, personally, 
through my associations with them, and I would say that my salary 
is somewhat average for a dealer my size although I know a good many 
who pay themselves much less. 

Mr. Hour. Going back to Mr. Roosevelt’s question about your sales- 
men, how is the average salesman paid? What percent is his com- 
mission or is he guaranteed anything ? 

Mr. Surrer. Of course, when you are dealing with 30,000 dealers, 
naturally there is every conceivable type of arrangement. I would 
say that the most commonly used practice today is what we call 
drawing account and this figure will hit, I would say, probably 50 
percent of the dealers: A $50 a week drawing account plus a percent- 
age of the net difference drawn, 2 percent or 3 percent or something 
like that. 

Now, there is another method that would come second to that. A 
drawing account or salary, if you want to call it that, is given, against 
which is figured his commissions and all over that minimum is given 
to the salesman. 

Mr. Hott. Would you go through that once again? 

Mr. Surrer. We have all that spelled out in quite a comprehensive 
magazine article. What I have told you I know sounds difficult 

Mr. Hour. Is a drawing account like a guaranteed salary ? 

Mr. Surrer. Practically all salesmen have it. In some cases it is 

called a vn ary plus a commission. Some dealers call it a drawing 
account against a commission. : 

Mr. iar. I do not understand the drawing account against a com- 
mission. 

Mr. Sutrer. For instance, let us take my salesmen. They are given 
$75 a week. The advantage to them of that versus a sal: ary is ‘this: 
That that is paycheck they get and that is charged to their account. 
Then their commissions are set up as a credit and all over the drawing 
account at the end of the month is theirs. 

Of course, quite obviously, if you find a man who is unable to do a 
job he eventually has to be discharged, but most salesmen prefer that 
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to a straight salary because naturally the better man can make a great 
deal more than any salary you could guarantee him. 

Mr. Horr. What is their commission on a sale? 

Mr. Sutter. In my case, again, we did not pay the salesmen a per- 
centage of the difference drawn. We pay them 25 percent of the 
gTOSss “profit involved in each deal. If you are interested, we bring 
in each used car at its actual cash value. When the used car is sold 
there is a gross profit in that. Each deal is a separate transaction. 
We are in a small town of under 25,000 people. Out of five salesmen 
the lowest, who was a beginner, in 1956 had this average wage. He 
started about February. Asa matter of fact, he was a postman previ- 
ously. His average earnings per hour was $1.45 based on a 57-hour 
week. His average earnings per week were $82. I will say that he is 
50 percent over that already because he is a hard working chap. 

Another beginning man made $80 a week and he worked a straight 
40 hours and it figured $2. 

Mr. Horr. You do not have these broken down. They vary from 
city to city ? 

Mr. Surrer. I will say that mine is a fairly typical case for several 
reasons. We are a small town but at the same time we are only 39 
miles from Indianapolis so that the competitive impact of a big city 
is typical. This would be typical for most towns from 25,000 up to 
400,000 or 500,000. The salesman in the bigger city will make perhaps 
25 to 30 percent more. 

Mr. Hour. Are the other dealers selling the same car as you are 
selling ? 

Mr. Sutter. I am the only Dodge dealer. There are three Plym- 
outh dealers. 

Mr. Holt, if you like, I am told that we have an area breakdown and 
ean furnish that information. 

Mr. Ho tr. I would like to see that. 

Mr. Roosrvett. If you would make that available for the committee, 
we will include it in the record at this point. 

(The information referred to follows :) 


{NADA magazine, November 1956] 


1. The average salesman makes a weekly salary of: $92 in group I; $111 in 
group II; $130 in group III; and $148 in group IV. 

2. In those 4 groups, dealers employ an average of 2, 4, 8, and 16 salesmen 
respectively. 

3. Average weekly payroll ranges from a low of $169 in group I to a high of 
+47 700 in group IV. 

The largest percentage of dealers pay their salesmen on a salary-plus-com- 
mission basis. Next largest figures are found in the straight commission column. 

5. Ninety percent of all dealers who pay on a straight commission payment 
method give a percentage amount rather than a flat dollar-per-unit amount. The 
average percentage amount paid is 5 percent. 

6. Of all dealers who pay new-car salesmen on a salary-plus-commission basis, 
66 percent pay $50; 41 percent of those allow 2 percent commission, 25 percent 
allow 3 percent. 

7. Ten percent of dealers who pay salesmen on a straight commission basis pay 
a flat dollar-per-unit amount. 

8. Only 15 percent pay a percent gross profit per car. 

9. Twenty-seven percent of dealers open evenings are open 2 nights a week 
while 23 percent are open 3 nights. The next highest figures are 17 and 14 per- 
cent for 5 and 6 nights, respectively. 
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AVERAGE NUMBER OF SALESMEN (ALL TYPES) 
ge MPLOYED PER DEALER 
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truck) 

I. Chevrolet ; 5 1.9 $29 $169 
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All Chrysler . ‘ 2.1 87 183 
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1 Insufficient information. 
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Mr. Roosevetr. I have two other questions. I am interested in 
your comments on page 12 at the top. You, I think, make a very 
proper observation that any businessman or business concern which 
is to be subject to the act should have that clearly indicated to him 
and would not be subject to any question or any twilight zone, so that 
he is unaware of the fact that he is under the act. I personally feel, 
that whatever comes out of this committee, that it should be feasible 
and possible to find a way to have the Department so notify any in- 
dustry concerned, and very specifically, as to what part or all of 
their industry actually comes under the act. 

I am glad you brought this to our attention and certainly I think 
the committee will make good use of it. 

My last question, very frankly, is perhaps a little extraneous, but 
in view of the fact that last year the association succeeded in con- 
vincing Congress to pass W hatever you want to call the law, do you 
feel that, in general, other industries of the same type as yours, fran- 
chise holders or dealers, should have granted to them the same 
protection 4 

Mr. Surrer. Mr. Chairman, of course this is an observation. I 
think that that will depend entirely on the circumstances existing 
in those industries. 

Mr. Roosevett. In other words, you do not think that an extension 
of the principle applied to you should be automatically available 
to everybody else? 

Mr. Surrer. If you are asking me, do I think the prine iple should 
be applied eve srywhere, well, of course, as I interpret the ag Ap. rle, 
it is nothing more nor less than saying to a large manufacturer this: 
That regardless of what your health department has written in the 
fine print, regardless of that, the smaller businessman with whom 
you have dealings must still have a right to his day in court to be 
heard on the merits of any case that comes up between you which was 
not the case in the automobile business. As I see the thing, that is 
just really the whole basis. It gives us in our industry a chance to 
let the courts judge on the merits of any basic dispute which was 
denied us before. 

In that area I think any industry should have that right. I think 
that is fundamental Americanism. That is the way we operate. 

Mr. Roosevetr. Mr. Holt. 

Mr. Horr. You have 30,000 members and I notice that there are 
9,000 dealers who do not belong to your organization. Are those 
company-owned organizations ? 

Mr. Surrer. There are quite a few dealers who will sell cars or 
trucks as a sideline. For instance, a farm implement store may sell 
a few. 

Mr. Horr. How many dealerships are company owned ? 

Mr. Surrer. Really, I do not think we have any figures. I wonld 
say the number is quite small. Just as an observation my personal 
opinion is that the manufacturers have found it a rather unprofitable 
way to invest their money. 

Mr. Horr. I asked, because there are several out in my area which 
have been taken over by the companies. There are several in Los 
Angeles which have been taken over by companies and the companies 
interject themselves. 
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Mr. Surver. I think you will find that, in some cases where a manu- 
facturer in a large market has been unable to find a dealer, in order 
to keep their market from dying completely, have gone in on a tempo- 
rary basis. That is in self-defense. 

Mr. Hout. How is your National Automobile Dealers Association 
set up? Where do you have your headquarters? How many are on 
the paid staff ? 

Mr. Surrrr. Well, the headquarters is here in Washington. We 
have on our staff 75 people working for 2 corporations. 

Mr. Hotr. What are the corporations? 

Mr. Moore. My name is James Moore. I am general counsel for 
the organization, Congressman Holt. We have two corporations 
for tax purposes. One activity is strictly the association. The other 
activity is the publication of the Used Car Guide, which is in the 
nature of a competitive operation and on which operation we pay taxes. 

Mr. Horr. Is that the blue book ? 

Mr. Moore. That is our competitor. Ours is an orange book with 
blue letters. 

Mr. Horr. Who puts out the blue book? 

Mr. Moorr. That is National Used Car Market Reports, Inc., I 
think, at Chicago. The combined personnel for the 2 corporations 
averages around 75. 

Mr. Hort. What are the membership dues for a member? 

Mr. Sutter. That is a sliding scale running all the way from $25 
for these smaller dealers up to a top of $300. 

Mr. Horr. Is that based on sales? 

Mr. Surrer. That is based on volume of business, the number of 
cars sold per year. 

Mr. Horr. Have you broken down figures in any way on makes of 
automobiles sold within your organization? Do you have a board 
of directors representing each make of car ? 

Mr Surter. An automobile dealer will usually belong to the local 
or county association. He will also belong to a State association and 
to the national. Those are three completely independent organiza- 
tions, each operating in its own sphere. 

Now the board of directors of the National Automobile Dealers 
Association consists of one man from each State picked out without 
regard to what line of cars he handles. He represents that particular 
State on the board. Of course, we have some committees. We have one 
industry relations committee which is selected on a basis of makes, but 
that is the only area in which the make handled enters in. 

Mr. Hour. How did you folks arrive at this statement? Did you 
have a meeting and vote on it at your convention ? 

Mr. Surrer. The statement that I just made? 

Mr. Hour. Yes; how did you arrive at the conclusions you 
presented ? 

Mr. Surrer. We know what the policy established by the board 
is. This is simply made up in line with our policy. 

Mr. Horr. When did the board make the policy and what is the 
policy ? 

Mr. Sutrrer. As to what? 

Mr. Hour. When did they make the policy as to this specific 
legislation ? 
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Mr. Surrer. That is the last paragraph on page 15. 

Mr. Moore. Congressman Holt, ‘I could answer your question 
specifically, sir, by commenting that consistently for the past several 
years the question of the extension of the coverage of the Federal 
wage-and-hours laws to our dealers has come up for discussion at the 
board meetings when policy was being decided. The policy has been 
consistent down through the years and was reiter ated at our meeting 
of the board of directors in January. That policy is that we oppose 
the extension of the Federal wage-and-hour law to the retail automo- 
bile industry and we are in favor of preserving the exemption in its 
present for m without any change. 

That is the basic policy decided by the board of directors. 

A statement to be submitted to a committee of Congress such as 
this, sir, is the result of a joint effort of the staff and a committee of 
dealers, in this particular instance the national affairs committee 
of the National Automobile Dealers Association, who decide in gen- 
eral terms at least upon the content of such a statement. It is left 
to the staff primarily, however, for the refinements such as statistical 
data and that sort of thing. 

Mr. Horr. Before that meeting, I take it, your local county and 
State groups have some kind of meeting and take action on it. 

Mr. Moore. They are independent, entirely. 

Mr. Horr. Are the board of directors independent or do they come 
armed with a resolution from a local organization ? 

T am asking this because I have not heard from my local dealers. 

Mr. Moore. They get a general view from the leaders in their 
particular State before coming to the National Automobile Dealers 
Association to decide policy, ‘before coming to the board meeting. 
However, within the framework of the National Automobile Dealers 
Association, we have what we call advisory councils which are made 
up of representative dealers in each State who are used as a sounding 
board against which ideas are bounced to get reactions and expressions 
of views and information that we actually have to have in order to 
formulate anything in the way of a program or activity. We conduct 
our own action independently of the local and the State organization. 

However, in a national problem, naturally the State organization 
and the local organization are interested and look to us to provide 
them with information and in turn we look to them for the informa. 
tion we want. 

Mr. Hotr. Whom are you representing today? What is this testi- 
mony representing today ? 

Mr. Moore. This testimony represents the approximately 30,000 
actual members of the National Automobile Dealers Association who 
are dues-paying members. 

Mr. Hour. In other words, the dealers in my district have had a 
chance to pass upon this statement ? 

Mr. Moorr. No, sir; the individual dealers did not. 

Mr. Horr, They have passed upon the theme or principle? 

Mr. Moore. Yes, sir. 

Mr. Hour. I understand how you make up the statement, but they 
have had a chance to go over the principle. 

Mr. Moore. Incidentally, we print our statement of policies. That 
goes in print to the individual member. He receives all of that infor- 
mation and has a full opportunity of free expression. He can oppose 
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any policy that has been decided upon by the board of directors. He 
can express himself to whatever extent he feels it desirable and if they 
express themselves in sufficient number as opposed to a particular 
policy, of course, the board of directors will listen to that expression. 
We will be happy to provide you with a copy of our printed state- 
ment of policies if you would like, which each of the members in your 
State receive regularly and as it is changed. 

Mr. Rooservetr. I think it would be helpful if you would include 
in the record at this point the specific action by the board of directors 
on this particular subject. 

Mr. Moore. That we will gladly do, Mr. Chairman. 

(The information referred to follows:) 


[Extract from Declaration of Policies, National Automobile Dealers Association, adopted 
by the NADA board of directors, January 1955] 


Farr Lanor STANDARDS AC 

The franchised retail automobile dealer is engaged in a business which is es- 
sentially local in character. Recognizing this fact, the Congress has decreed 
that the coverage of the Federal wage and hour law shall exclude and exempt 
from its application local establishments whose operations are not in interstate 
commerce nor substantially affect interstate commerce. 

Therefore, the retail exemption now contained in the Fair Labor Standards Act 
(Federal wage and hour law) should be retained in its present form. 


POLICY 

To support the retention of the retail and other exemptions presently con- 
tained in the Fair Labor Standards Act and to obtain more favorable exemptions 
for retailers and to oppose any effort to eliminate such exemptions from that act. 

Mr. Horr. I was curious because in this other legislation which 
was mentioned by my colleague, Mr. Roosevelt, there were different 
points of view from different dealers. 

Mr. Surrer. Might I comment on that, Congressman Holt? Asa 
dealer out in the grassroots area, I know probably what dealers think, 
with all due respect to these gentlemen, probably more than they do. 
I will hazard a guess that the reason you have not heard from any 
dealers out there is because actu: ully they do not know that this is 
happening. I would gamble that if a hundred dealers picked at ran- 
dom from your district were asked about the status of this they would 
have no idea of what you are talking about. 

Mr. Horr. Do you send out a bulletin ? 

Mr. Surrer. We send out a weekly bulletin, but the average auto- 
mobile dealer is a busy man and generally does not start to get very 
concerned until the thing actually begins to pinch. 

Mr. Kirxs. May I further elaborate? 

Mr. Hott. Yes. 

Mr. Krirxs. The State of California is one of the States in the 
Union which we have divided in half so that we have two national 
directors, one being from Los Angeles and one from San Francisco, 
and the chairman of the National Affairs Committee is from your 
State, sir. 

Mr. Hott. Who is he? 

Mr. Kirxs. Mr. Hanford Crockard is the chairman of the National 
Affairs Committee, and Mr. Ray D. Wilson, from Los Angeles, is the 
director from southern California. 
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Because of the size of your State, sir, we find it desirable to make 
2 States out of it as we have just recently made 2 States out of Texas 
so that we have 2 national directors from Texas. 

Mr. Hour. You mean two countries out of Texas. 

Mr. Kirxs. The dealers in your congressional district are fortunate 
that they have a national director from that area and he has been in 
on all these deliberations. 

Now, the reason you have not probably received as many personal 
contacts from your dealers pertaining to this specific fesitaiion is 
because we have not requested that they take any action in the field yet. 

Mr. Hott. I asked these questions because I think it is very healthy 
to know just who and what people are when they come before us. I 
find that what you said, Mr. Sutter, is true, not only in your business 
but in many other lines of retailing. In my congressional district we 
had two meetings in Hollywood and the San Fernando Valley in the 
chambers of commerce and no automobile dealers invited showed up 
at any of them. You take such concern and none of them takes any. 
It points out the fact that it is important to this committee, at least 
as far as I am concerned, to go into the field to get testimony on this 
because I have discovered in my trips out West that this is kind of a 
sleeper as far as the businessman is concerned. I am concerned about 
that. I was glad to have you make a similar statement. They do not 
understand what a far-reaching effect some of this legislation would 
have on their businesses. 

Mr. Surrer. Congressman Holt, if you were to ask a hundred deal- 
ers picked at r: andom “What would happen to your business if you 
were suddenly forced to pay time and a half for all hours over 40 per 
week,” the average dealer would nearly faint because he knows it 
would be utterly disastrous. 

Mr. Hor. What is that piecework rate you pay a mechanic? 

Mr. Sutrer. They call it a flat rate. 

Mr. Horr. That is fora job? 

Mr. Sutrer. Long ago the factories set up standard charges, and 
standard number of hours for each job and a mechanic is normally 
paid half of that flat rate. It works out very well because a good 
mechanic can make himself quite a little more money than the going 
rate, 

Mr. Hour. How many of your mechanics receive a guaranteed mini- 
mum rate ¢ 

Mr. Surrer. Generally speaking, across the country I would say 
that I am typical. 

While Mr. Herzog checks, I will say that we always guarantee a 
starting mechanic a minimum wage because he is a little uncertain 
about what he can do and ordinarily within 3 to 4 weeks he discovers 
that his earnings on flat rate far exceed the guarantee so that it is of 
no interest to him. 

Mr. Horr. What is an incentive bonus for a mechanic, finding 
more things wrong with a car? 

Mr. Surrer. | hope that is off the record. 

Mr. Hour. All of my statements are on the record. 

Mr. Surrer. We will have to dig more deeply on that. I do not 
have incentive bonuses. 

Mr. Herzoc. May I comment? 
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Mr. Hour. Yes. 

Mr. Herzoc. According to Monthly Labor Review, from a survey 
conducted in 1953, which is the most recent, the statement here is that 
about three-fifths of the body repair men and class A auto mechanics, 
which account for the largest number, were incentive workers. 

Mr. Horr. What is an incentive worker again ? 

Mr. Surrer. That would mean the thing I was describing, work- 
ing on what we call a flat rate rather than giving so many dollars a 
week salary. 

Mr. Hotr. Once again, you do not know what percentage receive 
a guaranteed minimum rate ? 

Mr. Herzoc. There is no breakdown here with regard to that, Con- 
gressman. However, obviously it would be the two-fifths who were 
not on incentive who would receive a minimum. They would receive 
some type of wage. They would be on an hourly basis. 

Mr. Sutter. That would be probably the correct inference from 
those figures. 

Mr. Horr. How many of your 75 employees are engaged in the or- 
ganization work and how many do other things in your organization ? 

Mr. Moore. Oifhand, I cannot give you that breakdown, but we 
will be happy to provide that. 

Mr. Horr. It is not essential. This is the main operation where 
the orange book is published ? 

Mr. Moore. That, I would say, is the subsidiary operation. I would 
guess around one-fourth of the personnel do that. 

Mr. Betz. I am Frederick Bell, the executive vice president of 
NADA. The overall employment figure for the two corporations 
is 91. 21 are engaged with the guide shook and approximately 70 with 
NADA. 

Mr. Hour. Thank you very much. You people are growing about 
as fast as the Federal Government. You had better watch it. 

Is it a manufacturer’s responsibility or your responsibility when 
someone purchases a car in one State and goes to another and does 
not receive proper service ¢ 

[haveacaseinmind. Are you folks interested? Is that the legisla- 
tion you asked for before Congress last time? That is strictly an 
obligation of the manufacturer in that particular case ? 

Mr. Sutter. You are talking about warranty of cars? That falls 
into two classes. 

Mr. Horr. When a person buys a car from a dealer who makes the 
profit on the automobile, I have discovered personally that when you 
arrive in another area you are not as welcome because the profit is 
not there. Is that a problem between that particular dealer and the 
manufacturer? Do you folks have an interest in the public relations 
of your members? 

Mr. Surrer. Frankly, that is a serious problem. When we speak 
about work, that falls into two classes. There is certainly generally 
accepted warranty work on an automobile which the manufacturer 
will honor at any dealer’s place, but there are a tremendous lot of 
other things. I guess it is a well-known fact that cars leak and do all 
kinds of things and sometimes correcting a body leak and some of the 
rattles and things that develop in them takes far more hours than the 
correction of any warranty work. in such cases nine times out of ten 
the dealer is totally unable to recover anything. 
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Consequently, if you buy a car in one State and go home and have 
all these troubles, the dealer to whom you go faces only the prospect 
of doing maybe $ 10 or $20 or $50 worth of work for which he gets not 
a cent back. It is a ve ry serious problem. We consider it a problem. 

Asa customer, all you “know is that nobody gives a darn about taking 

care of your car and we have tried for some time to suggest that there 
were better ways of handling it than that, so far unsuccessfully. 

Mr. Hour. As the highways get better ‘and people pick up a new 
car in traveling, it becomes of concern. I had it happen to me. 

Mr. Surrer. It is increasingly of concern. 

Mr. Horr. When a member of your organization goes out of the 
new-car business and stays in the repair business, does he retain his 
membership ¢ 

Mr. Surrer. No, sir. They have to have a franchise from a 
manufacturer. 

Mr. Keitey (presiding). Mr. Ayres. 

Mr. Ayres. I can appreciate the great difficulty in the type of 
employees that you have to have in the ¢ ‘automobile business. However, 
I would like to know if you have any opinion to offer as to why your 
mechanies who are skilled workmen in practically every instance are 
not represented in any large degree by organized labor. 

Mr. Surrer. I can give you my opinion. I think it is reasonably 
accurate. That is this: That if a man is close enough to management 
to feel that he can talk to the boss and discuss his “problems, he does 
not really need some outsider to represent him. 

If you add to that a situation where he is making pretty good money 
and his problems are not serious, then why pay some ‘body to do the 
thing he can do himself¢ I think that is really at the root of the thing. 

Mr, Ayres. Are there any mechanics in any large degree making 
less than a dollar an hour any place in the country ? 

Mr. Surrer. A dollar an hour, no. 

As I told you before, I am a relative small dealer in a small town 
of 25,000 and se ‘anning down my list the lowest I have is $1.68 and it 
runs from there to $2.48 an hour. 

Mr. Ayres. In other words, you have to compete with the mechanics 
market in that particular area ? 

Mr. Surrer. Yes. Could I make a comment on that? That to me 
is the reason that these wages have been gradually working upward 
and that is the reason why I personally think it is ‘dangerous to legis- 
late because economics over a period of time is getting us toward the 
ultimate goal and doing so without too much disruption, whereas if 
you sud: lenly say, “T his is what you have to do,” you can cause a tre- 
mendous upset in this industry in my view, 

Mr. Ayres. But your mechanics who make the $1.68 are not paic 
time and a half over 40 hours ¢ 

Mr. Surrer. No, sir. 

Mr. Ayres. Are the ‘y paid time and a half over any specified hours ? 

Mr. Surrer. They are not paid time and a half at all. 

Mr. Ayres. Do they negotiate with the individual dealer as to paid 
holidays ? 

Mr. Surrer. It is a matter of each individual dealer's policy. I 
know that in our State of Indiana that there is a fairly general pattern 
of giving them paid holidays and paid vacations. 
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Mr. Ayres. So much for the mechanics. 

Now, as to your salesmen, I think if I heard you correctly, you said 
that most dealers operated on a drawing account and the salesman 
was paid a percentage of the profit on the transaction and perhaps at 
the end of the month if he has more coming than he drew he gets a 
little extra. 

Mr. Surrer. He gets all that he his earned on the commission basis. 

Mr. Ayres. Whether on a weekly or monthly basis, that is done. 

Mr. Surrer. Yes, sir. 

Mr. Ayres. Are your salesmen given the same coverage so far as 
sick benefits, unemployment compensation, and social security payroll 
deductions? Are they all employees or do some dealers use them as 
subcontractors ? 

Mr. Surrer. There might be some rare cases, but to my knowledge 
all dealers that I am acquainted with and that is, of course, a great 
many, have a set policy as to paid vacations, Blue Cross, Blue Shield, 
or its equivalent, so that every employee has the same coverage. 

Mr. Ayres. Do any dealers of your organization have a system 
where the employer sets them up as subcontractors? They are sub- 
contractors in many cases unless you demand to approve the deal. 
You are not paying them a salary. You are just advancing your 
money. I do not know whether these gentlemen belong to your or- 
ganization, but I know a number of dealers where the salesmen have 
no connection with the company at all. They are strictly subcon- 
tractors. ‘They come to work if they want to. If they get a deal they 
try to peddle it to you or somebody else. They are not on your payroll. 
In some cases they do have a drawing account, but you do not list them 
as employees. Do you have members of your organization who work 
salesmen on that basis to your knowledge? 

Mr. Surrer. It depends on whether I am getting the same impres- 
sion that you intend. If you mean, for example, part-time salesmen, 
a lot of us do. I, for example, in my case of a man who belongs to 
the local fire department. He likes to earn extra money. 

Mr. Ayres. But you do not classify him as an employee of yours? 
He isa subcontractor? If he makes a sale you pay him? 

Mr. Sutter. He has no drawing account, if that is what you mean, 
because the hours he works are strictly his own. 

Mr. Ayres. When you pay that man do you have a withholding 
on Federal income tax against what you pay him? 

Mr. Sutter. I am told we have to deduct for his pay just the same 
as for a full-time employee. 

Mr. Ayres. You being the owner of the business, you know how it 
operates in your case. I was asking, is that not generally the case? 

Mr. Sutrer. Well, a great many dealers have part-time salesmen, 
so let us say that all I can tell you is what we do and I would rather 
imagine that that is general. We can investigate and find out if you 
would like. 

Mr. Ayres. The part that I am trying to bring out is that there is 
such a variation in the work done by the employees of an automobile 
dealer that one law is not going to cover all of the phases that you 
have. On the other hand, in your particular business, do you have to 
approve the deal that the salesman makes or can he make it on his 
own 
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Let us take a concrete example. You have a newcar. We will say 
the Dodge sells for $5,000. A man trades in a car and you give him 
$1,000 for it. You sell that $1,000 car after you have made some 
repairs to it for $1,200, but it costs you $100 to make the repairs so 
you had $100 gross profit on the sale of the used car that you took in. 
We will say for argumentative purposes that you had a gross profit of 
$600 on the new car. When he brings that deal to you and says, 
“Here is what I have, Mr. Sutter. I think we can give this man 
$1,000 and spend $100 and get $1,200 and make $600 here,” ” do you look 
at the deal and say, “Yes, we will take it”? 

Mr. Surrer. If I saw a deal like that I would take it in a second. 

If it was only half that I might still take it. If your question means 
do we O. K. every deal before we accept it, of course, the company 
has to do that. No deal goes through the books without either the 
sales manager or myself approving it. That would be suicide. 

Mr. Ayres. That brings up the other question. How much loss 
do vou suffer on drawing accounts ? 

Mr. Surrer. Occasionally we have a man now and then, in fact 
we just have separated an employee because he was totally unable to 
make his drawing account, why, I do not know. He was a fine chap 
and worked hard, but he was one of those rare cases. That is the 
only one that I can recall in my case in the last 2 or 3 years. 

Mr. Ayres. How deep did he get into you before you let him go! 

Mr. Surrer. It was about $400. If he had been a bum we would 
have thrown him out right away. He was a hard working conscienti- 
ous ¢ hap and we thought he could make a go of it. After he went in 

$400 or $500 it looked as though he was in the wrong kind of work. 
That does not h: appen too often, frankly. 

Mr. Ayres. You spoke of the $1,500 that you pay yourself. Do you 
try to pay yourself a salary in percentage to your sales or do you set 
this up as an arbitrary figure ? 

Mr. Surrer. No, the fixed salary has no bearing on sales. I pay 
myself no bonus. That pattern is pretty much the case. Of course 
you must re member that a good many of our members are operating as 
a private enterprise so that they show in salary merely a certain num- 
ber of dollars profit at the end of the year. Of course, that makes our 
tigures in some ways even worse than they look. 

Mr. Ayres. In other words, your mechanics make way above the 
minimum wage. It would not be at all practical to ever try to cover 
commission salesmen under any minimum wage. I realize that. 

Mr. Surrer. I do not see how you could. 

Mr. Ayres. So that actualy is not your greatest concern, that the 
law eventually will include an extension of overtime over 40 hours 
rather than the minimum-wage provision under the existing legis 
ation that we are discussing ? 

Mr. Surrer. I could not state it more accurately. Frankly, yes. 

Mr. Ayres. In other words, if you thought we were only going to 
extend the minimum wage without extending the overtime for over 40 
hours you would not be concerned about it ? 

Mr. Sutrer. So far as my industry is concerned, I think it wonld 
be merely an academic question. The thing that concerns us in this 
business is the time and a half for overtime because, frankly, there 
is not enough profit in the business to do it and if you tried to charge 
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the customer more for work that was brought in in the overtime 
hours, of course you would build up a lot of resentment and you 
almost have to be open in the hours when the customer needs you. 
That is the problem in our book, the danger, the threat of that time 
and a half for over 40 hours. 

Mr. Ayres. That is all, Mr. Chairman. 

Mr. Kerizy. Referring to Mr. Ayres’ question about these sales- 
men, I think you referred to outside salesman, those who were not 
controlled and who work on their own time. They can work an hour 
a day or 2 hours or not work at all. Is that what you referred to? 

Mr. Ayres. That is right. I meant the average commissioned 
salesman with whom I have had experience and I think I can speak 
of them because I have been one most of my life. If you make a sale 
at 10 in the morning you have a nice afternoon on the golf course. If 
you have not made one by 5 o'clock at night you have to make a 
night call. Sometimes they leave at 8 o’clock in the morning and 
you do not see them for 2 days. 

Mr. Ketiey. They are known as outside salesmen, are the xy not! 

Mr. Surrer. The men to whom Congressman Ayres referred 
outside salesmen in that sense; yes. They are not clerks. They are 
in and out. 

Mr. Ketxey. They are on their own. 

Mr. Surrer. Yes. 

Mr. Keriey. Mr. Griffin’ 

Mr. Grirriy. I do not think I will take any time. 

Mr. Keuiey. Mr. Bailey, do you have any questions ? 

Mr. Bamey. Is your office force organized / ( 

Mr. Surrer. No, sir. Before you came in I said that in the State 
of Indiana there are very few organized dealers. 

Mr. Baturzy. What is your average wage to your mechanics? 

Mr. Surrer. Well, I made a list. It will average between $1.95 
and $2 an hour. 

Mr. Barter. The question of the minimum wage does not interfere. 
The only thing you are interested in is the payment of overtime above 
a 40-hour week ? 

Mr. Surrer. Yes. 

Mr. Ayres. Will you yield? 

Mr. Barry. Yes. 

Mr. Ayres. How many automobile dealers, percentagewise, are on 
a profit-sharing basis with their employees? Do you have many 
profit-sharing members ? 

(The information referred to is as follows:) 


Profit sharing—percent of dealers having a profit-sharing plan 


Percent 
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Most common plans: 
A percentage of profits at year end is split with key personnel. 
A percentage of profits is divided among all employees. 
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Mr. Moore. No. 

Mr. Surrer. In the interests of accuracy, Congressman Ayres, you 
have a on of dealers who have no fixed profit-sharing plan. I 
think the number is relatively small of those with a formal profit- 
sharing plan. There are a great number of dealers who do as I do. 
We will take, not nec essarily a fixed percentage. It may run 15 to 
25 percent of the year’s profits in December and split that up among 
the employees as a Christmas bonus. That is not fixed in the hourly 
rates at all. I would say that just from what personal knowledge I 
have probably 25 or 30 percent of dealers do that, maybe more. It is 
not a formal profit-sharing plan. 

Mr. Ayres. If the salesman gets a good price for the car and the 

nechanic fixes it properly and you have a group of satisfied customers 
Wii eventually build up the business, there is some incentive for the 
employee to build up the business to get the bonus. 

Mr. Surrer. Yes; he gets some of it. 

Mr. Kerrey. Are there further question? Thank you very much, 
Mr. Sutter. We appreciate your coming here. 

Mr. Surrer.. Thank you for the opportunity. 

Mr. Keiiny. Is Mrs. Algase here? 

Mrs. Avcase. Yes. 

Mr. Ketiey. Would you be available at 1:30? 

Mrs. Areasr. Yes. I have a plane to get at 3:30, but I am sure 
that I will have plenty of time. I would like to apologize for not 
being here early, but ] was set for 11 and my plane came in at that 
hour. 

Mr. Kreiiry. The committee will stand in recess until 1:30 

(Whereupon, at 12 noon, a recess was taken until 1:30 p. m. of this 
same day.) 

AFTERNOON SESSION 


Mr. Ketiey. The committee will please be in order. 
Mrs. Algase, will you identify yourself to the reporter and then you 
may proceed. 


STATEMENT OF JULIA ALGASE, LEGISLATIVE COUNSEL, NEW 
YORK HOTEL TRADES COUNCIL, AFL-CIO 


Mrs. Areasr. Perhaps you will hear me better if I stand up. 

Mr. Keniiey. You may, if you wish. 

Mrs. Areasr. I am Julia Algase, and I am the legislative counsel 
of the New York Hotel Trades Council, AFL-CIO. 

We represent 35,000 employees in New York City hotels and we 
come here to ask for the extension of the Fair Labor Standards Act 
to hotel workers throughout the country. 

Though I did not have the privilege of appearing before your sub- 
committee during the 84th Congress to urge extension of the coverage 
of the Fair Labor Standards Act to hotel and restaurant workers, I 
sent a copy of my statement before the Senate Labor Subcommittee 
on May 14, 1956, to your committee. 

I do not think it was included as part of the record. I found out 
about the hearings after they had been closed. 

May I ask therefore to have that statement inserted in your record 
aus part of my statement today, since it contains quite a few factual 
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matters that would take too much time for me to elaborate on at this 
moment. 

Mr. Ketitey. Without objection, it will be included in the record, 

Mrs. Arease. Thank you, sir. 

(The information referred to appears at the close of witness’ testi- 
mony. ) 

Mrs. Auease. The minimum needs of one worker are the same as 
that of another worker regardless of industry. It is neither fair nor 
humane to discriminate against some low-paid workers as against 
other low-paid workers. Although the overall purpose of the Federal 
wages and hours law is to eliminate substandard living conditions 
in the Nation, the very employees who are most in need of the 
protection of the law, including a large number of unorganized hotel 
and restaurant workers, are those outside the scope of the present law 
because of specific exclusions when the act was amended in 1949. 

Based on the philosophy of the minimum wage ae there is no justi- 
fication for this exclusion or exemption. I believe broadened exemp- 
tions came about as part of bargaining for a higher rate—from 40 
cents to 75 cents—and that these broadened exemptions should be 
eliminated or revised as proposed in the Kelley bill which I believe is 
your bill, Mr. Chairman. 

My May 1956 statement discusses the ability of the hotel industry 
to pay the minimum wage set by the Fair Labor Standards Act, not 
only to pay the $1 set by the act but the $1.25, which under present 
conditions is the minimum hourly rate necessary to maintain the ade- 
quate minimum standards for decent healthful living. 

I would like to add here that that means for a woman worker living 
with her family, having no one to support, and getting part of her 
support from the family that she is living with. I am not going into 
the question of the larger needs, the larger minimum needs of a man 
with a wife and family to support, whose budget would necessarily 
be larger than this and would come somewhere in the area of $4,400 
or $4,500. I think you have already had testimony in this committee 
on that subject and I am not going into that area. I will however 
submit to you a copy of the budget requirements for a woman worker 
under the circumstances which I have outlined which were compiled 
by the New York State Department of Labor for the needs of a woman 
worker in New York State, and you may have it as an exhibit or mark 
it in any way which would be indicated by the chairman. 

I will give it to you at the end of my testimony. 

(The information referred to appears at end of witness’ testimony.) 
Mrs. Arease. At the time that I testified previously I referred t 
State inaction in the field of minimum wages, partic ularly from tho 
point of view of hotel workers, and referred briefly to the New York 
State Minimum Wage for the hotel indus stry and the problems in- 
volved in convening a board and establishing a minimum which is 

constantly below the Federal minimum. 

L should like, therefore. to bri ing this subcommittee up to date on 
developments since then in two areas. The first relates to the growth 
of the hotel industry, as a force in commerce. The second relates to 
the present status of the minimum wage for hotel workers in New 
York State. 

1956 was the best year ever for United States hotels. A report 1 
the New York Times by Charles A. Horrworth, executive vice ail 
dent of the American Hotel Association states: 
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The hotel industry’s business rose to a record of $2,652,000,000—an increase 
of 4 percent over that of 1955. 

If I may refer to my previous testimony, it will indicate that 1955 
was a better year than 1954. It shows a steady growth. 

Hotel men are confident of a further increase this year. They say that 1957 
resort reservations indicate a continued lengthening of their once short seasons 


and improvement of last year’s submarginal week-end occupancy of rooms. e's 
Last October, with 80.2 percent total room occupancy, was the biggest month in 


postwar history— 
the executive said. 

Another important factor in the upsurge of business was the new universal 
travel card, he explained. 

a ae : ‘ : : —_ ; 

Chis is still the quotation from the New York Times. 

At the end of last year 90,000 persons were using the travel cards issued by the 
American Hotel Credit Corp. of Greenwich, Conn., nonprofit affiliate of the Hotel 
Association. These cards permit the charging of rooms, food and other services 
and the cashing of personal checks. 

That is the end of that part of the quotation from the Times. 

The February 16, 1957 issue of Hotel Gazette, which is one of the 
hotel management publications, in an editorial entitled “The tour 
to launch a million cards” said: 

In its recent announcement on the new campaign to publicize the universal 
travel card, AHA public relation anticipated a million cardholders by the end 
of 1957. While this hopeful wish may be a little ambitious, it does signify the 
first major effort to launch a nationwide travel card promotion that will help 
to obscure any other travel credit card now in existence. There is little doubt 
that as far as the hotelman is concerned it is all to his advantage if this should 
come about. 

The decision to highlight the advantage of the travel card by sending a young 
couple on a cross-country trip using no cash but charging via the card and 
cashing checks the same way is a natural publicity stunt. If the publicity effort 
is capable and imaginative it can result in a million dollars worth of free space 
where it will do the most good—with the American public. They have long 
needed to be told about this card, its advantages and the way it can be used. 

On page 7 of the Gazette the full story is given under heading 
“Cross Country Tour Launches the Tr: avele ard- Young Hungarian 
couple to start United States tour on credit to highlight advantages 
of traveleard to public.” We see a picture titled “Mr. and Mrs. 
Kugene Sermeley are registered by cashier Alice Walters at the Essex 
House, New York ( City, at the start of their round-the-country tour 
to promote the universal travelcard.” The story says among other 
things that: 


The entire purpose of the trip is to show the American traveler how he can 
cross the country and return without needing a dime of currency. 


Boston, Mass., was the— 


starting point of a 7-week plane tour which will take them to 24 hotels and cities 
in the United States. 
‘hat is the end of the quotation from the Hotel Gazette. 

The next quotation comes from the New York Times article I have 
already referred to. 

Construction of new hotels in the United States last year was at a higher rate 
than in 1955, with 90 built or under construction in the first 10 months. They 
will provide 25,000 additional guestrooms and are valued at $337,000,000.. In 
1955, 883 new hotels were built, valued at $196,000,000. 

The growth of hotels, motels, resort hotels all over the country has 
been tremendous. The development of large chains with many hotels 
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in various parts of the country centrally managed, centrally buying, 
centrally advertising, is phenomenal. 

Gentleman, I submitted to the Senate Labor Committee last year 
the directory of the American Hotel Association, which lists all the 
chain hotels in the United States. You may find this of value for your 
deliberations and I will offer a copy for that purpose. 

Mr. Kerrey. Without objection, it may be submitted. 

(The document referred to follows :) 


1956 Directory oF HoTeL SYSTEMS OPERATING THREE OR MORE HOTELS 


Published annually in July by the American Hotel Association Directory 
Corporation, 221 West 57th Street, New York 19, N. Y. 


Key to listings: (S) open summer season only; (W) open winter season only 
The Abbell Hotels, Maxwell Abbell, president; Chas. L. Ornstein, general 


manager ; executive offices, 59 East Van Buren Street, Chicago 5, Ill. 
Roome 


Alexandria Hotel, Los Angeles, Calif.............._ - ~~ oes a 500 
I I i aden ecumrguis hipaa eiioun ee 200 
cn ceensdhius eamgcemeenmn rennet onte 500 
Paremeun, Bowe. ew Torx, N. Y¥.................- os TOU 
Summit Hotel, Uniontown, Pa wap aciacBS baie tit atoka 8 


James M. Acheson Hotels, James M. Acheson, president and managing director ; 
executive offices, Augusta House, 170 State Street, Augusta, Maine: 


Rooms 
ee gs hci ides 62 
Augusta House, Augusta, Maine____._________ i aa Ase ee 175 
Belgrade Hotel—(s), Belgrade Lakes, Me., rooms and cottages______ 125 
I SS eS ee 125 
Littleton Hotel, Lewiston, Maine____-__- mt eR eee 100 
Elmwood Hotel, Waterville, Maine____________ a 150 


Affiliated National Hotels, A. T. Whayne, president: Richard A. Klaerner, vice 
president, operations; John A. Rose, vice president, purchasing; L. L. Purjet, 
secretary; executive offices, National Hotel Building, Galveston, Tex.: 


Rooms 
Hotel Thomas Jefferson, Birmingham, Ala______~_ a is 300 
Hotel Admiral Semmes, Mobile, Ala___. ~~ ~~~ Sai 2 a oe 250 
Hotel Washington, Washington, D. C___-_--_------ Ee 400 
Hotel Claypool, Indianapolis, Ind___-~- rit bie hob tie: ‘ =e 600 
Hotel DeSoto, New Orleans, La. _.....-.---_-_~-- Be 250 
Sue neous, mew. Cmeane.. LA... 2 ee saa tencmiilcmitek: Oe a 
I scams evemannicoeoenmepmemiacee 350 
Neen enn nnn oc ivasscms gn destinies clvids uicienietise vb apenas vsitth tn'en Gariebeciines 150 
Hotel Wade Hampton, Columbia, 8S. C___--_-----~_- ‘ eee 200 
cr. (ih OCI TO tae emenaenan OO 
Hotel Brownwood, Brownwood, Tex ~~ ----.._____. latent as 210 
Baker Hotel, Dallas, Tex_____-_--- ie Ee eee es SOO 
ed niscaiesiicldes tas letibetivis aia avekivisbcendnaihooweieies 225 
Hotel Cortes, Bil Paso, Tex.............- i ia a a eh “6 300 
Hotel Buccaneer, Galveston, Tex. ._--...---~~-- aa lee ese | 100 
Coronado Courts, Galveston, Tex. : 
a ee ss rca cise elencsleiatsiatae: Ba ee 48 
Apartments___----- , Satpal a nC Bc seh lp ep pla ed tae tac 56 
I ncn eivper tn ein tehighei hvala sian ahahaha 300 
Se ee POON, “RK oa ok eek ein cece ewe 200 
I i > Ee a 106 
es seh dustbin beacons wh cn ghecics iceieeede pieabbiatineres 200 
Hotel Lubbock, Lubbock, Tex. .._-~.--___~_~ in a ee oe eae 250 
Ts hss nies sea beoe eis mrenbsmeenisanienen 110 
Hotel Cactus, San Angelo, Tex___------_-- Be fii a Spe Bee Ae al 250 
Angeles Courts, San Antonio, Tex., cottages._.............._______ 52 
Hotel Menger, San Antonio, Tex._............______-__ les eek Dee 3, 250 


Hotel Mountain Lake—(s), Mountain Lake, Va., rooms and cottages_ 150 
oR 0 ice avigdlnt es cbrgsveesmnentin men cnnbiebeeren us antes 300 
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Affiliated Weinberg Hotels, B. F. Weinberg, president; executive offices, 12th 
and Walnut Street Building, Kansas City 6, Mo.: 


Rooms 
Hotel Lankershim, Los Angeles, Calif........--- sd tiihidle waiink eddie 1S tanatdends 300 
Swiss Haven .Lodge, Evergreen, Oolo.is oo. 2 nn ncn sna-stiionns~ 
Kansas Citian Hotel, Kansas City, Mo__------~~-~- slab Grtleathhehs dceacuapbe 400 
COAL TOs < Ag aces tisin insted hep vidi ogee heel 200 
Blazilmar Hotel, Taylor, Tex ___-- ipawciicdeinia At Aas ed ATI jee eia le Sacer es 100 


Ak-Sar-Ben Hotels Company, C. EF. Heaney, president and general manager ; 
executive offices, 209 South 33d Street, Omaha, Nebr.: 


Rooms 
Mit-Way Hotel, Emporia, Kans____~------ iesaibeas dan saaeman een gadapaiel 60 
Damded Manor; Omen, NOUS. o2s ons ltl ateensnamend 
Whitinetam: Mamer. Omaes: i OUC iis thee de cie en orclinnmbbanne 50 


Alberts Hotels, James H. Alberts; executive offices, 128 South Camden Drive, 
severly Hills, Calif. : 


Rooma 
Ban Carica Hotel, PRoeeie, Ait. 266.5. cgactisennciconane 175 
Beverly Camden Apartments, Beverly Hills, Calif-..._._._._._.----.--_ 
RICOF E008: Eh Peet: TOE ok cee aeliwel seemed bias is 100 


Alcarr Hotels, Alexander Carr, owner; executive offices, 2065 West 6th Street, 
Los Angeles 57, Calif. : 


Rooms 
El Rancho Motel and Guest Ranch, Beaumont, Calif....-....-.-____ 
Alvarade Hote.. Lon Ammeies, Cain. adn cannibal dbewnbeblos 80 
Cortez Hotel, Los Angeles, Calif...cc..... Lactic da ciiabepieacsa Eedaentoe tes 100 
Cromwell Hotel, Los Angeles, Calif... ~~ cdntsibtcntiintida tia hdaminbabt ceded 150 
Palms Wilshire Hotel, Los Angeles, Calif..............-......... 200 
Park Vista Hotel, Los Angeles, Calif__-_. sptihcd Uphiies Sotiecacupheaniorsanettobveh sd abcdaebed 
El Rancho Hotel,’ Petionville, Haiti, West Indies____- Sid eo LE 


Allied Properties, Robert S. Odell, president; Dwight H. Hart, Jr., vice presi- 
dent; executive offices, 420 Taylor Street., San Francisco 2, Calif. : 


Rooms 
CS ee, eee mr nn a ete eaten cieton eseatonmas 400 
Hotel Plaza, San Francisco, Calif ___- I eat ee eee 281 
Santa Barbara Biltmore Hotel and Cottages, Santa Barbara, Calif__ 182 


Alsonett Hotels, C. H. Alberding, president; executive offices, P. O. Box 1655, 
Tulsa I, Okla.: 


Rooma 
SEU TE FNS. RII ceircninctinicimsstpensntaah oliacddbantanasimnmiaddaadentiredberina 90 
I ate, NE is ice ies nino en abmpeientnaraba itis 100 
Coral Sands Hotel, Fort Lauderdale, Fla_._.-__-____-__ i I ata 50 
ReOuGey Tree, DOCG IMUGCTORIG. Bilan ccnedkscdedinchadunsembewe bt 
Poinsettia Beach Hotel, Fort Lauderdale, Fla__....__--_- aeidiiaiaktee 48 
Soreno Hotel, Bt. POCOTHOORE, FUR 6th. cance ctbeieduwdlaencncmekeswnen 300 
Tides Hotel, St. Petersburg, Fla _- ~~ coach ailette maibna tilda naueias 114 
Vitioy Pare Erete., Bt. Peustepure, Fis... 2 ois. senddwanti. tacos 375 
Floridan Hotel, Tallahassee, Fla... —_-.- son —prapnerwtsEodaa 125 
King and Prince Hotel, St. Simons Island, Ga... -_-_..__._-_ 
Fort Armstrong Hotel, Rock Island, IIl.: 
Rooms__. STE CORES B wi and Bei rt ae a 250 
DANE no cnc saccnennyp anne cee R neh aniten sell dees 10 
Indiana Hotel, Fort Wayne, ind.......<aiissussue ata ci tallied 250 
Gos. Fi: Bier Bote. Jenne. TA. ook ceeds ncntcuins«acescsbcns 60 
Charleston Hotel, Lake Charles, La__-.....------ inbliis diets ‘a 175 
Mascstic Tote, Tate Operas, FG. 6k. di ntiend suse 115 
Washington-Youree Hotel, Shreveport, La... --_-- shied es taitbeab in cgibit tack 200 
Occidental Hotel, Muskegon, Mich_ —-- en ae ee ee ee 330 
Groeetivilie Eeobel, Green vinle, BING. nance cnn cccwcdeiliwetestin tena 150 
Connor TACT, JOO, MG kc nccwn cde td cdi an iasinceecneslaes 400 
0; Bonry Tiotel, Greenspere, N. OW cncseediscnesivnsbiiadacinwenn 300 
CREST Tense. “Fe ile Tee Geicineiacadbatlackcntetln daeeeodnwe stick 200 
I TN I Ot a saa has sk cn nnn pp lal op enna a 
ee en nS os id el aren ec taenie i edeag eral neautisbanenbtaoen 150 


Aldridge Hotel, McAlester, Okla___._--_~-- ET IO RE ee oe 200 
> Affiliated. 
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Alsonett Hotels—Continued 

sed nce niaenlpi Siam aid meninges 
I aa sates eran at ene uen ime aiiereeae 
ee I IORI, UNDONE 8250 le i ehanneetain 
Sn II UCR OU a ac i rt Settee nine 
SIR i a Sahara hdescmibenilie aise a tae 
cies Ete ec cls nlal de eon en aniccanesan gee ial 
Caprock Hotel, Lubbock, Tex__------~-- niall dst essed Ste no ncis tds diate bebibeidicnmsintie 
I i ns ce scene aint gnc in 
tee enmmneee - 
Neen TT ee en ee een ne ein ecmcainsaiewimaicusicinimmwacenanes 

I i cease pe cm calees ita tomeninn’ 

I ale meena ieaveinanel ee 


200 
75 
OM) 


250 


American Hotels Corp., J. Leslie Kincaid, president ; executive offices, 125 East 


50th Street, New York, N. Y.: 


Stratford, Tuscaloosa, Ala. (under construction). 

sarnum, Bridgeport, Conn___------- sencliti pi aati rin dienes da ners 
een onan wy seeeeeen etn, CNN se eben 
ene Epes a eNICMCEOM, “OMSNAVE, BARen nce on in nnn cennnemnnes i 
I ld wscchiepmsgncionsiiv ebiedinioi pe ae 
IT asses bacco ante ms eciteoniey me Raaeenapistemnnioe 
Ey, 7 no em scimpsiee snk wiiatapeais ec atcsu 
nr a de os etc blew einend 
Bar Harbor, Bar Harbor, Maine__.--____---________-_ Sccceibinidaskeats 
nN I UO, ON a ct thiol aioe 
erie. teomlton. Maine. Qo... ocncnmcacnnmnan sc chapel ech 
I id well npab nb f 
tan edd ereosin nena anne tiene Rementinneiiah aon Sian 
IS a as Sn ice anit bob me e 
Ie En cece eneereirennmnen 
Hawthorne, Salem, Mass_- nieaiidtaceaacenbesm ant anta ince coe eimadewe ue 
Travelers, Kirksville, Mo ______- ee ie ee Sia oy tee a eareie 
IIE i RO cessing rine ac i cc 
I i cseusheiiestcnnsigicaine Sebi ineaian mad eeeacaeae 
eee ever TeOteL, FRNCOLON, IN. J. nec em emcee cues 
Governor Ounren. mineston, N. Y_.........._._ Foe 
RETRO IIUTENS Bt es a aaa bate suns 
Poser: seewero, M. Yc. en ee ee See ae ce ce eae Edd 
OR, NIN a ces eset PRAT LINE cies 
I ae a eo sinew reeerun meee 
Hurth, Portsmouth, Ohio a ee Oo eS Lk 
Oe Se SS ee ee ea ia at acts oe iteaeeae 
Penn-Bedford, Bedford, Pa.._.___----____________ So ee. Se 
3ethlehem, Bethlehem, Pa___-_.- 5 cat ee pal ttn CRN ane a eacdas phate mars 
Riverside Inn, Cambridge Springs, Pa_____._____________- eal 
mee. Seen, FA 3 Nk. eee tas, ale .. ea 
Penn Albert, Greensburg, Pa____________ betas Be che aac ee a 
ee Sa a ne ee a Se ae 
Fort Stanwix, Johnstown. Pa____- Bo aie ets Beds eed 
uve eee, Bememerer. PW. el 

St. James, Philadelphia, Pa................ aes 
I ci kta encunda en 

Abraham Lincoln, Reading, Pa___._.____ Ste cea aaa ek 
Penn-Beaver, Rochester, Pa________ 3 : ; ee 
Lycoming, Williamsport, Pa_______- ane 

es NO a kccc cen we neuen ce ated 
ak cis ia sk Ada neehan ee nwh dine ouede 
(poner, sseeumont, Per... .........6..5% fete nrc ecaennts klaseres 
Borger, Borger, Tex______- ccocaka aaa S adeaey isis 
Daniel Boone, Charleston, W. Va___.__-____--_- ics Soceabe kites hens 
Shenandoah, Martinsburg, W. Va.._______ aka BS eg eee = 
Nacional de David, David, Panama_________..._________ Son een 


Rooms 


200 
60 
25 
81 
40 

100 
80 
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50 
60 
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200 

150 

200 

125 
90 

2A0 

125 

100 

200 

100 

110 
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960 

100 
50 

200 

125 
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300 
149 
100 
200 
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300 
100 
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125 
175 
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465 
100 
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Andrews Hotels, Andrew H. Levene, operator; executive offices, 150 Portage 
Street, Kalamazoo 4, Mich. : 


Rooms 
Te en TU ed a aa a ace vaso cern prranenaeveniad separa eageumenaete 85 
EG POMERIDS FIOrOL, Fe, Fon ister eecaneccanepaemne 110 
CametbaT Beoeel, TURNS, FR: no scene nee cpennseepes meen 50 
Tea TIGIG: TE RURINEO. TENCE clic weeccminatnasucone 100 
Midway Hotel, Kalamazoo, Mich_-.-------- eR S tind onli lebih «tidiicibbicien 85 
Dennis Hotel, St. Joseph; MiGhq qun.nk ci nccccennbhoenptlessiilo dein 55 
Three Rivers Hotel, Three Rivers, Michi. oon... kn ci ee enneceunnece 60 


Associated Federal Hotels, John B. Mills, managing director; executive offices, 
1520 Mercantile Securities Building, Dallas 1, Tex. : 
Rooms 


Ramo Grands) NGG AMIE. swe tnt vo ken odeonnwine 100 
Hotel Westward Ho, Phoenix, Arig..< Jo. a SL 500 
Hotel Valley Ho, Scottsdale, Ariz___..........- sade aa ae al a Sal 
OPIRUT EGET Freee: COR IIls Bhs BS li ecetedocaseeteweeeamenmanee 108 
Ai Tae: Dele Cees eso nol ne neni eee 200 
CRRWTOTE BECKET es died a ha elas edge aotearoa 150 
SBCCROS ELON: teu nn es ee keke nab eucmembaes 200 
Ci Tomeres: TATOOS FOE aici clsetidctcieweti~ I al A a a a 350 
BETO TIES FAGCEs, Ses Bk decode ness wenn destiswnntimniiee 100 
I sen a siaeaat ciceweiacanien an eoueinpeieeumasa 84 
CARGHES SEGUE... ONG 0F OR le BO i irene tii ob die ws i bilialelaen a) 
pe Re eres ee Oe Meee se Memes eee 175 
Lincoln Hotel, Odessa, Tex....--~--~- panos Sstoten nalilbai eke iE And tihasleln cele cs de 150 
Brandon Hotel, Pecos, Tex______---_- castindd iced instep TE ce LTT seb, 75 
CORD. Bars. OE FMI iain icine tbe men ecto eked : 550 


Hotel La Concha, San Juan, P. R. (under construction). 


Associated Hotels, M. D. Logan, managing director; executive offices, 33 North 
La Salle Street, Chicago 2, Ill.: 


Rooms 


Oontral Pisses: Beetel, CHICKS: Blsu scncnctsanbdeieneeisi ce dankd 300 
Lincein Park West Hotel, Chicago, Til. 6.6 then wed eind JU ee 180 
SE ee CRO Bit idetecd eb tai cele Maite seal 500 
DUEL Seer RO Be WURRAM I BI sis ccsnies a ev dncsemasistorsstnntenceecaenossentsitielemeticishabiomat 350 
AIT is ora: SI SI a ee 200 
aE TR ees riocnnin 160 
Commodore Apartment Hotel, Des Moines, Iow a, apartments______- 93 
BiOUx ADRPIMGHt Otel, SIOUX CICYT, TOWER... ncnncmccnmanionemneen 200 
EROS ERE, FENG: ee i aie beb icin mtadewiedid ited ech tenet 800 
Andrews Hotel, Minneapolis, Minn. -__-______~ I ar 350 
Regent Hotel, Cleveland, Ohio___-______~ a ’ 155 
Robt. E. Lee Hotel, San Antonio, Tex____-_-_____-~- hea 250 


Assured Realty Corp., Herman §S. Shapiro, president; executive offices, 300 Lath- 
rop Building, Kansas City 6, Mo. : 


Rooms 

Ambassador Hotel, Kansas City, Mo_________-_ Bi eis. Ae Sek 300 
Bellerive Hotel, Kansas City, Mo____-__-- seihomptltid ences ure a eee. 250 
Brownhardt Apartment Hotel, Kansas City, Mo., apartments__._______ 100 
a irshall-Penn Hotel, Kansas City, Mo____- eect ea iE ee i 110 
Park Central Apartment Hotel, Kansas City, Mo., a Me ote 138 
Whitehall Apartment Hotel, Kansas City, Mo_________________ = 100 


Atlantic Coast Hotels, Albert J. Weiss, president; Louis M. Weiss, treasurer: 
executive offices, Warner Hotel, Harrisburg, Pa.: 
Rooms 


BOREDOUT. EEODROE, THOU ORM Ba ey seincetkn ms dirwecch rexennsvenovantrenichenctons bon 7 100 
Yates Hotel,’ Utica, N. Y__ sii ss inhi ihe ikatctaia elit il A Oe ee 100 
WRN Ls RI, Nig, vcesahnc heel bbc cdnee tte wanes 125 
RS ge | a an Se re ere 40 
Howard Hotel,’ Norfolk, Va_. cited sibatnidaand ee Be aan TD 


1 Owned but leased to others. 
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Barnes’ Hotels, Franklin Hillis and Assistants, owners; executive offices, Barnes 
Hotel, 233 McCrea Street, Indianapolis 4, Ind.: 


Rooms 
Barnes Hotel, Indianapolis, Ind______________- ae a 200 
OS TO a 2: Re Se a 100 
0 ata ca aca tele iep Gs pandanbn anne enenebababians 150 
Barnett Hotel, Logansport, Ind__-..-.---.----_-- le ace a 75 


The Barringer Hotels, Laurence S. Barringer, president; executive offices, Hotel 
Columbia, Columbia, S. C.: 


Rooms 
Richmond Hotel, Augusta, Ga ia he to Be ace g = 300 
sarringer Hotel, Charlotte, N. C. eee Jeet | BU Jot 350 
Columbia Hotel, Columbia, 8S. C................-- ete ct Ae See 250 


Beach and Krodell Hotels, S. V. Beach and R. L. Krodell; executive offices, 427 
South Olive Street, Los Angeles 13, Calif. : 


Rooms 
Calexico Hotel, Calexico, Calif... __- ; ; aa ; 45 
Morrison Hotel, Los Angeles, Calif____- : 125 
Trenton Hotel, Los Angeles, Calif_...___.__-_ ; at 160 
Travelers Hotel, San Bernardino, Calif__- eee ; % 88 


Beck-Cross Hotel Co., Larry S. Beck, president; W. B. Cross, vice president ; 
executive offices, 107 Fairfax Bldg., Kansas City 5, Mo.: 


Rooma 
Graber pote. mere Cole. cd ; 112 
Ina I ht Ui lis clk tata 110 
Stamey Hotel, Hutchison, Kans___..._______-_ pee ai ed che, 110 
Staatz Hotel, Wakeeney, Kans___-_-_ Soeitat Nh ciglltd tnd, tobedt thc ibea mete 70 
Plaza Hotel, Kansas City, Mo__ Ie Fee sald eel 150 


Benson Hotels, E. W. Benson, president and general manager; executive offices, 
Hotel Leamington, Third Avenne, Tenth and Eleventh Streets, Minneapolis 2, 
Minn. : 


Rooms 


North Park Hotel, Chicago, Tll__-__--_- "a : . OO 


Washington Hotel, Indianapolis, Ind___- ‘i 6 350 
Leamington Hotel, Minneapolis, Minn_- wich testis he. Sa 700 


J. E. Benton Management Corp., Jess E. Benton, Jr., president: F. H. Schutz 
and I. S. Gustafson, vice presidents; F. M. Guthrie, secretary: L. H. Payne, 
treasurer; G. V. Carr, assistant secretary-treasurer:; executive offices, 3259 
Wilshire Boulevard, Los Angeles 5, Calif. : 


Rooms 


Figueroa Hotel, Los Angeles, Calif : ‘ 100 
Ocean Palms Apt. Hotel, Santa Monica, Calif_- 19 
Hollywood Terrace, Hollywood, Calif__- ; 26 


Bing and Bing, Inc., Management, William J. Williams, president; executive 
offices, 119 West 40th Street, New York 18, N. Y.: 


Roomea 


Alden Hotel, New York, N. Y pee : 600 
Dorset Hotel, New York, N. Y- ail ; j afl 120 
Drake Hotel, New York, N. Y_-- ga wehie. 525 
BEAEOD SeOcen eee BO, Ou. Boece ed. Bi oi seid 500 
Taft Hotel, New York, N. Y------~-- adi ; 2, 000 


Blackhawk Hotels Co., Henry C. Wurzer, president; R. J. Brus, secretary-treas- 
urer; executive offices, 310 Kahl Bldg., Davenport, Iowa: 
Rooms 


Jefferson Hotel, Peoria, Ill__~~- ‘ Leek west 400 
Blackhawk Hotel, Davenport, Iowa ee : 100 
Davenport Hotel, Davenport, Iowa_-- ; ; ; Sentient 175 
Mississippi Hotel, Davenport, Iowa__-_ : > seaats ios 4 250 


Lowry Hotel, St. Paul, Minn peice ce: oe 350 
Hotel Saint Paul, St. Paul, Minn : ’ 100 


~ 


— SS Ss 








FAIR LABOR STANDARDS ACT 285 


soca Raton-Sea Ray Hotels, Stuart L. Moore, president; executive offices, Boca 
Raton Hotel and Club, Boca Raton, Fla.: 


Rooms 
Boca Raton Hotel and Club, Boca Raton, Fla______-_______ Soe eee 500 
Bon Aire Hotel, Delray Beach, Fla__._._______ ee ee ee ee aa 54 
Denes tan; ere Fe en nn 40 
"Te Tian, Sra ee Rin ee de tidak tadlnnduaali 70 
BAnYbor TIOUsC, Delray \TIBGC, T Ms cette kee ee ae 42 
Mayfair Manor, Deivhy TORCH: WIG ice ciitedcecicnnid =siecnceeeideaps 52 


Boss Hotels, Edwin A. Boss; executive offices, Randolph Hotel, 4th and Court 
Street, Des Moines 3, Iowa: 


Rooms 
Clearwater Beach Hotel, Clearwater Beach, Fla__._.-______-_______ 110 
Pene Diasaustie: Fotel,: Pesrie) Bilis ee icici Sait i iden aeGee ae 500 
EMTAVCCCS SEOTE, TOGRIONG, Dili ncinencccwdncemcccakaid eben eI. 150 
Riaoue Boies. Algome: TOs. oie inl, i setiod oi eos foe 55 
State Hotel Aieone. BeiGinancistedsd ini deakidei Se Ga iecne eres 30 
Whitney Hotel, Atlantic, Iowa...1..........-. ci eb cee ee et 60 
Holset 2i6tel, Boone: T0WGnncin nc asssssit.awedisiicewsd aa 100 
Burlington Hotel, Burlington, Iowa... .-_..---- 250 rooms, 27 apartments 
Burlington Motel: Burlingtet, Jen siakiienis sid ind 35 units 
Commonwealth Apartment Hotel, Cedar Rapids, Iowa_____--___ 165 units 
Winnemners Hotel, ROCOTOR, BOWE io cacsommenndwctniemaue 5 ie 60 
Port Des BIOines Trees, Te PEON, TOWNE. Ln. cccemnnmnvencmtinannme 400 
Randolph Hotel, Des Moines, Iowa__-_--__------~- a te stetiatdnasbiace anes Ca 
Savery Hotel, Des Moines, Ilowa_____-----~~_- pun ee eee 425 
Come TOO “a Oc ack edn ee ceioneiemecenioner 70 
Orleans Hotel, Estherville, lowa.._................... ee Beat ARRS 65 
Wanmomen Teocel, DOrE LiOGRG, TO a oa bias hee ete een me 150 
Te es te ee, Oe eb er eaeck ee ceeeneeese 125 
Anthens Hotel, Fort Madison, Iowa_ _-.__ ~~~ tite emilee. oe 76 
Py ne OI icra erica Saves ce malaria ph takcclicg Sp sess spt pneretlbeen ones 92 
Pattee Hotel, Perry, Iowa sib cade ocihes ottees imilinenin ee ee Cees 74 
Ear a FC I ani aor nee eich bees oo estates co 100 
Ellis Hotel, Waterloo, Iowa _________ ~~~. e eae pee eet ee iene oe 160 
WE eROR SE COE, We RT I a, ch cs cect ee rctnd ios cscs evenness ics aoe anes men 75 
Osage Hotel, Arkansas City, Kans__......__-_- i ee a 100 
ees Tai iach ste ene tipi eben ietincnsteeihs scien ermitdp bint cummins 100 
Allis Hotel, Wichita, Kans___~-~-_- a ee ee ee 350 
I ee a re caer ocerteisn esas oreecertcctnadinarieinnenadeentnciniiaenens 200 
Tees Eee: Sek nnneaeieeneon salsa icaiieneianinamaiiiekaee nods 100 
PS ROUT |; SEER SU INN, TO screenees cam enignei nice etepnineaipesbeninaeip ieaniae . 200 
RETR TRO, ee Cone, BO cen eee ednsunenenenndoms eee 150 
IE: Te I ait shes captnncinucietensccnthenasanabesuiaceiisetenspantntuartmicido 150 
a Se, Te TU ii icine ond tcc nade shih cliente 115 
Ce es Gi 1 Be le on init itt h addin Aid aeatennueial 300 
SNS CII. INS i i a cok leeshiisaecmatgdmmammuticel 80 


Brown Hotel Co., J. Graham Brown, president; Harold E. Harter, vice president 
and managing director ; executive offices, Brown Hotel, 4th Avenue and Broad- 


way, Louisville 2, Ky.: Rooms 
rer eee ee cesninieiaiieeiiasetinasammnmaceneamiabaianiation 600 

er i, Ra BU nd cncceccereccemn eeerenictseptetieniininunstsimebeoebittaintndeiinas 600 
Brown Suburban Hotel, Louisville, Ky..........-...-.._..-_--- ~~ 101 
The Campbell House Hotel, Lexington, Ky..-----------.--.-------- 95 
Brown Hotels, David Brown, operator; executive offices, Pershing Hotel, 226 
N. E. ist Avenue, Miami 5, Fla.: Rooms 
WE er ee I, Filer cca nccadmaetmnnmne= 125 


Avondale Hotel, Miami, Fla. 
Biscayne Apartment Hotel, Miami, Fla. 


WIENS TEOCGE: DEORE, Witte cic tancnendnemadabctiamienddetes 7 
SI IS, ERI BI se sarcaceviinciedaathdiidicanrep ied aaa tanieaaastiatiimsinaiiiidaaiaa 74 
enna Renee, SE ices haseen Ghiaietb eth tarekateabieenamecbianianbibenibs 96 
re Pe es rmensulndidintnimenaragheinaberanaianndienae 120 
Macelyn Arms Apartments, Miami Beach, Fla. 

MORTARS EEOCU, Be TOON, Fi iiciiiierintitimictintniiensnnn 154 


BOR OCEOR, FeO Cle; DUNE Bs FF itera ent eewieetiicnmniennnne 
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Horace Caldwell Hotels, Horace Caldwell, proprietor; executive offices, Gordon 


Hotel, 207 Pine Street, Albany, Ga.: Rooms 
SN ciel cine 115 
I PR clinician iuiqnabaiminiened 60 
CE, WORE, SO tenia wen botenenien 132 

Canadian National Hotels, Ltd., R. Sommerville, general manager; executive 
offices, Ottawa, Ontario, Canada: Rooms 
The Macdonald, Edmonton, Alberta__.______________- ee treteas, Ce 
Jasper Park Lodge, Jasper, Alberta, guests______- jek 650 


Hotel Vancouver, Vancouver, British Columbia (operated by Vancou- 
ver Hotel Co., Ltd., on behalf of Canadian National Railways and 
Canadian Pacific Railway Co.) _~.........._._____-_-. ; 560 
Grand Beach Hotel, Grand Beach, Manitoba (operated by Canada Rail- 
way News Co.). 


The Fort Garry, Winnipeg, Manitoba_.....................__.. Seka + oon 
Newfoundland Hotel, St. John’s, Newfoundland______________- Ba 440 
The Nova Scotian, Halifax, Novia Scotia 150 
Chateau Laurier, Ottawa, Ontario__- 550 
The Charlottetown, Charlottetown, Prince Edward Island 110 
1250 room hotel, Montreal, Quebec (under construction). 
The Bessborough, Saskatoon, Saskatchewan__- 260 
Canadian Pacific Hotels, R. A. Mackie, general manager; executive offices, 
Windsor Street Station, Montreal, Quebec, Canada : Rooms 
Banff Springs Hotel,’ Banff, Alberta__________- : ’ ai 600 
Hotel Palliser, Calgary, Alberta_____-__- 484 
Chateau Lake Louise,’ Lake Louise, Alberta i a a ta 400 
Moraine Lake Lodge,? Lake Louise, Alberta 
Emerald Lake Chalet,’ Field, British Columbia_____-_- . Speak 69 
Empress Hotel, Victoria, British Columbia__....__..________._-___ 570 
Hotel Vancouver, Vancouver, British Columbia (operated by Van- 
couver Hotel Co., Ltd., on behalf of Canadian Pacific Railway Co 
and Canadian National Hotels, Ltd.) ~~~ 60 
Royal Alexandra Hotel, Winnipeg, Manitoba . “s 445 
McAdam Hotel, McAdam Junction, New Brunswick 
Algonquin Hotel,? St. Andrews, New Brunswick ; sd 230 
The Digby Pines,’ Digby, Nova Scotia- mei 175 
Cornwallis Inn, Kentville, Nova Scotia : 87 
Lakeside Inn,*? Yarmouth, Nova Scotia ; 63 
Devil’s Gap Lodge,* Kenora, Ontario__- 44 
Royal York Hotel, Toronto, Ontario____- : 1, 200 
Chateau Frontenac, Quebec, Quebec_______- : ; 660 
Hotel Saskatchewan, Regina, Saskatchewan ; : 268 


Carter Hotels Operating Corp., H. B. Cantor, president; Albert E. Baker, vice 
president; executive offices, Hotel Dixie, 250 West 48d Street, New York 36, 


ey ee Rooma 
Garde Hotel, New Haven, Conn_.....-.-..__.___-__- lh a ae TD ne 225 
NN a ta lcs anise Sica avg pln ainlaminiioeion 200 
I ssa casa atinion gest mr eels ae Senadbeaom el 400 
I aed 700 
Georee Waanineton Hotel. New York, N. Y.........~...~«....... ” 600 


Cavalier-Jefferson Corp., Sidney Banks, president; F. E. Watkins, vice president ; 
Albert Suttle, secretary-treasurer; executive offices, The Cavalier, Virginia 


Beach, Va.: Rooms 
ee I, UM rEIEEe MOOUNCD | a ,  e esttcak gl chien nleencip iokniesninainind cn 250 
EE ECD, SEAONOIN Wa oe cicicnsid median ninemene Ba at A a 350 
Lauderdale-Cavalier, Fort Lauderdale, Fla_._.._.-....__.-_...__.__ 70 
Country Club of Keswick, Charlottesville, Va_____-__----_-__ rs 12 


1 Open June to September 1956. 
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Ray Chambers Hotels, Ray Chambers, president and general manager ; executive 


offices, Elwood Hotel, High and ie Streets, High Point, N.C.: Rooma 
Hiwood Hotel, High Point, N. C................. a 100 
Town House Motel, High Point, N. C. 
Taree Totes, Tarbes: Wi Ce oe a oe cece 60 


Commodore Perry Co., Henry B. Williams, vice president and general manager ; 
executive offices, Commodore Perry Hotel, Jefferson Avenue, Toledo 2, Ohio: 


Rooms 
Commodore Perry FIOGE: Tetedo, C6 cae ere tinicecmtbsnsoeitmnnmens 500 
Peer BUee, EN, CIN oo cars 6 ceetshapnanacinianmmbbaniietateobenaeie 300 
Willard Hotel, Toledo, nie... — ae oe 150 


Consolidated Hotels, Howard K. Hurwith, managing di rector, executive offices, 
141 W. Jackson Bivd., Chicago 4, ILL: 


Rooms 
DEGCTRIE TEGO; NRO Sivas ecient tbe tinbesiicien ae te claace 
CITE PI rm ce aces vcs cia tsp cae a lapsniceealtae es snare prada wilted 
SEUGL Sacer, TONE, “30, Sl cccicicnacnttaeienennttiaaindendeitqdodudiebdkmeaimeana 100 
FROCRE- Wil- BAO EXGUGL, FRAT MOR, FIR iain sense bistrgicchninincsemne 130 
eae: ae eee a a ai sacicer th craniasnkiasinen'eiveseniesieds oaicticeasbladinncbieieindaaiaidsibae 100 


Consolidated Hotels of California, Ben Weingart, president, executive offices, 
1301 Wilshire Blvd., Los Angeles 17, Calif.: 


Rooms 
IE es: ee I alsin con seretamctpaitil ncbcinsieeithtorceinapeinndiatatmataiaiied 55 
EERE VEY TEOCGk, SHOUT WOOG, (Rilke cnt tpieintdddue<ticoomentemmns 200 
OEE. OE. REE, © RENE raise cn taccnierchebedie wadnnicionteteiiewaaaieampaes 150 
BOE Ta Ry Fe OI iiiecces sccm neitltnin cist aisininidee deateemmaedil 125 
TE a COL, Te i, ON aie ate enc in comciiaiench cht ltineanntibtaltaoldanian 75 
SOLO BROCE, Bee Bee, Cireiccccncen dtd teatime Sai 
CORTE Petes Pe: ACR. sin merharim pnetndmnenec nanan ebunalianenipaninies 100 
Cre eee, ae Bee, SOMIRE a ie tia kn ciccadaddutbaboude wakes 60 
Ce, en, ee a a incase ms ease an csl etc ah esa insides 700 
Par een, a: PR 0 ne ck stesinhdn sires ab ass aieseiveeeitelasauensciuharebiaiahaens 65 
EGE FEO Bees B08 BIN, Ciao otters nics dni ncdcdainweamtemeinamaus 50 
El Rey Hotel, Los Angeles, Calif..._..._..._- ~~ A Ln dhbiteaeaatadanes 620 
Mmbasay Bote, ios Aeeeies, Calis. 3 no hte cu sia 350 
CE Te I coin tts caheesicsieccastninapieb ahaa balan 300 
TEOOTER “TAOCCL, LOB: BNGCUG, OOK cscs br ewetentaeninennaantis 100 
ERECT) BE SCGE, FO BI Ceca ccs cb en stew csc etn niin eens 60 
GPE RRTTE RECS. TiN SU CI i aicdiesk cc sacs ictccinn ncennabvneeliecinienn 200 
Panama Hotel, Los Angeles, Calif... ill aia ta = 215 
Russ Hotel, Los Angeles, Calif........--_ ae iilntgice atteaduadio’ 300 
a eae es a I IN ia ctiidiinccvsinndtiendint ccemedtnnntesvecmmmiedailies 150 
en a ae 250 
TODOS Pee, 2I0N ee CIE oc rcceccsdtnin tatiana 108 
eae mee De I a i ss se seanencesiw cn eanntneianeatincdambende 250 
Weer GOCE, Tae: A a tiiiietidaidbd bn ctlahichiosibatdiinbedins 150 
West Hotel, Los Angeles, Calif_....._---.- chncatthinaspikeittahedinatoabebhidemie eo hee 
TI, Tie Be CO aii isis asco ncce scsi scnsiicnseigicerpineainal 100 
Ra Os Ta cinch hat ics nici ised peda eee neues 
Regal Hotel & Annex, Los Angeles, Calif... _~- animated ee Sicndaninds 
TOMES TA OEGs, I Cie bok Oi occa cde aime “meee 
Royal Hotel, Los Angeles, Calif.._._.._.._..----- diciebwbawbwe Same ae 
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Continental Hotels System, W. A. Porter, president; Jack Walsh, general man- 


ager; executive offices, 128 Sherman Ave., Coeur D’Alene, Idaho: 


Rooms 
I i as an hiencdigvcee namibia ipeitatl 150 
I a seer cnietenpanpe cantina ip acing iain 100 
i abit icscaydntperpoemsniob beiiphanbpuees 100 
I UR cu dipiceenemaplepe tipunentenienie 80 
ns D -_  sclawinmveiaitnnincbiussnesenestouienansntndnanahwes 60 
TNR 2 nn biemesnicerghermermrerenaens ; 75 
Sk an diem red aadpsieouoebipicepnenesaneces ren 125 
ane aeons noes Doumer Oty, Nev..= nc ccd ene 50 
ee ee Swen bemoan 5 45 
Ce en casilicenesanecunprimamerin ip peasereesuaeaewep=s a 125 
ho ear yaaiediiensnseravcensbadnesasacinascs 80 
I os eecinn ue miiesimmnobeapapaeabanadignnianen 125 
Ie nnnennenearenvnny uO TURN, PRR rN  ceonn 100 
I eT. ewevectneicemeiebnboneesilineneanines 100 
Se IN nn item enmanesenenne 160 
Rs Ae | a 150 


Craig Hotels Management Co., Harold K. Wolfson, managing director ; executive 


offices, 276 Fifth Ave., New York 1, N. Y.: 


Rooms 
TE I i cneesnsntaninsapinininsnimseip tunteiaeusmnen oe 125 
Daytona Plaza Hotel, Daytona Beach, Fla__...................-.-. 230 
Princess Issena Hotel, Daytona Beach, Fla_......._.---.--._-_..-_- 200 
Neen nn ne asin sncbueonprenansvapsn'tmenubarnier iy tsiqniirmslupun is 120 
aan secon ie prem inahieebomaquaseismenbsnentindn 250 
ee eens seers emer ere TN, Fn ere een ee 215 
I ge Si Fe a 300 


Dangerfield Hotels, Fred Dangerfield, manager ; executive offices, McLaren Hotel, 


Winnipeg, Manitoba, Canada 


Rooms 
Kirkfield Hotel, Kirkfield Park, Manitoba__...__.....-_._......-_-_- 25 
Ray Sree, STO SEONG og co cic ee wabbameemen 66 
Ie rR = ETN cre dasensincnnd Sreweabiatniniein 150 


Davenport Hotel Management, A. W. Davenport, general manager; executive 


offices, 62 Delaware Ave., Buffalo 2, N. Y.: 


R \oms 
a a eam icbessits ctv eb owen eesinuinmminenaniaiiiion 126 
ee ea ra Ses nese eresinsgnes tengo anacguenincnybenanseniins 100 
I ep ccnsatioonrabaeunsaninyamaneoenguantn 100 
a a ik wus eva pheb asensahabes preuiun e enripteeeeene 
a on ccna ipnannkonsuaneesharabereninieunanis educe 75D 


Hotel Niagara, Buffalo, N. Y 


Howard Dayton Hotels, Howard L. Dayton, president and general manager ; 


executive offices, 601 N. Atlantic Ave., Daytona Beach, Fla.: 


Captiva Lodge Cottages, Captiva Island, Fla_........._-_.......-..-. 
Seabreeze Manor Hotel, Daytona Beach, Fla... ....._------..-.-... 
Homosassa Springs Motor Lodge, Homosassa Springs, Fla_......--~- 
[eis eee eee, TeEGn BODRUM BOG kia. cucsistaicinedtinmehandichmenee 
Edgewater Hotel, Winter Garden, Fla 
Windsor Hotel, Americus, Ga___- 
Oglethorpe Hotel, Brunswick, Ga 
Suwanee Hotel’, Cordele, Ga_______- 
ee ee .  wmmetenm an maaecmiumine 
Lee-Grant Motor Court, Fitzgerald, Ga 
Lanier Hotel, Macon, Ga_ ~~ ------- a a 
I SE, AO wc etineaeioownaivnbananion i eo 
I cece etc pac io acl liable 
IE I a ca seas cnmecinanirenicnne ° 
Patterson Hotel, Valdosta, Ga 
Valdes Hotel, Valdosta, Ga__- 

1 Associated. 

2 Affiliated. 
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DeGeorge and Guseman Hotels, Miss Rosalie DeGeorge and Mrs. T. C. Guseman, 
owners and operators; executive offices, Auditorium Hotel, 701 Texas Ave., 
Houston 1, Tex.: 


Rooms 
Anidiovicien. TOU), TRON. Ti saiciscs ca ent casi tangents chleciaernsisina ancl abana 200 
DeGeorge Hotel, Houston, Tex___-_____-__ pdmtdutdidtwawdibwetmaea et Be 125 
‘Travelere-Hotel, Houston, TeBucccencssasi ci ein eccws esis 90 


Desert Enterprises (under direction: Desert Management Associates), Joe A. 
Crowe, managing director ; executive offices, 725 West First Avenue, Spokane 4, 
Wash. : 


Rooms 
Desert Hotel; Coeur D'Alomeo;1danhes oo owen ee 67 
Desert Caravan inn, Spokane, Wash... nk hccennene 68 units 
Desert ole; Muetie: Wi GMa sso cesnwn ne tbé nace daagesnaaenene 74 
Pacific Hotel; Spomate; Wits «2352606200 Ss occ ks ties 148 


Dexter Management Co. Hotels, Mrs. Rena Tobes, general manager; executive 
oifices, 3742 Cortland, Detroit 6, Mich. 
Rooms 
Elizabeth Apartments, Miami, Fla. 
Diz Hotel, Dearbort, MIG. on <c.csccncunns tiie ti sais anal tata Bienes 62 
Marvin Hotel, Dearborn, Mich. 
Dexter Hotel, Detroit, Mich. 
Elizabeth Apartments, Detroit, Mich. 
Lindley Hall Hotel, Detroit, Mich. 


Dinkler Hotels, Carling Dinkler, president; Carling Dinkler, Jr., executive vice 
president; executive offices, Dinkler Plaza Hotel, 98 Forsythe Street, N. W., 
Atlanta 1, Ga. 


Rooms 
Dinkler-Tutwiler Hotel, Birmingham, Ala___.._--_--_-_-_- aanpnneineh bene 400 
Dinkler-Jefferson Davis Hotel, Montgomery, Ala__-- ~~~ nlite tees 185 
Jamaica Motor Lodge, Jacksonville, Fla__..._------___--_________ 75 units 
rhe Belvedere Motor Inn, Atlanta, Ga_..............._........... 75 units 
bean DeLuise EAN, COUN Csi estes encemini niles les eel nals ene 600 
aac, CRN ERR. RR iia tet icc acauatitep wicesentliehbdanigaats teins 500 
Dinkler-Andrew Jackson Hotei, Nashville, Tenn... _-- 400 


Dreier Hotel Co., A. Dreier, president; Fred Dreier, vice president; executive 
offices, Piccadilly Hotel, 227 West 45th Street, New York 36, N. Y. 


Rooms 
Maricopa Inn and Motor Hotel, Mesa, Ariz_.__....--...-....-....- 86 
Morton Apartment Hotel, Miami Beach, Fla. 
Lake Trail Apartment Hotel, Palm Beach, Fla. 
Min yROWer TROON, PRIt) ORC, Wii oc Sake clit aero 203 
The Maplewood, Maplewood, N. H--------------_-- a a ee cae 250 
Twin Mountain Hotel, Twin Mountain, N. H_-_---__-__-_ eerie 90 
Mayflower Hotel, Atlantie City, N. J- ; ie ee eee ee ee 300 
PiCeR Saeed: TRO TOE ORs 2 eeakeanwec oon benaeeeneee ee 600 


Early American Inns Co., Eugene P. Tamburi, president; Robert F. Meyer, vice 
president and general manager: executive offices, Yankee Pedlar Inn, 1866 
Northampton Street, Holyoke, Mass. 


Rooms 
Yankee Drover Inn, NOwsown, CoN. 6<<és dsessndavldactdnecsi anti 25 
Yankee Silversmith Inn, Wallingford, Conn__..--._..____-._____.__ 10 
Yankee Pedlar Inn, Holyoke, Mass____-~-~-~- di aiencaslinidaldiecdaiciiteiaiaiian at 20 


Eccles Hotel Co., Campbell Eccles, vice president and general manager; executive 
offices, Hotel Ben Lomond, Ogden, Utah. 

Rooms 

Eccles Hotel, Blackfoot, Idaho_.._.....-...___.- dc dbidpeebcis kes 60 

Eccles Hotel, Logan, Utah..-........_-_- tt tA ask ieee tok 78 

Ben Lomond Hotel, Ogden, Utah SAR iin acthel hind ete tie dettnce obese adtcld 250 
Holly-Rue Apartments, Ogden, Utah. 
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Eppley Hotels Co., Eugene C. Eppley, chairman of the board. See listing of 


Sheraton Hotels. 


Executive Management Hotels, Kenneth S. Keyes, J. M. Vroon; executive offices, 


234 Biscayne Boulevard, Miami 32, Fla. 


Buckingham Palace Court, Miami, Fla. Rooms 
I cI eens eps anisms Aecerapanecitshiineabin sania 400 
Riviera Motel, Miami, Fla. 


William Faw Hotels, William Faw, operator; executive offices, Dixie Hunt Hotel, 


Gainesville, Ga. 


Roome 


Monson Hotel and Court, St. Augustine, Fla_____-____--____________ 7s 
Stephen Decatur Hotel, Bainbridge, Ga____-___----~~ seus imental acai 65 
Braban Hotel, Cartersville. Ga___---_--~- te aici i a ee 50 
Wayside Inn Hotel, Cedartown, Ga__-__-_--~- Ti catch iehaetnhanaaioann ss 40 
Dixie Hunt Hotel, Gainesville, Ga_____ ee ie alent elec gs eas ea ath 100 
eee seen, see eeemneeem. NN. OU ne ecenone 135 
Jonn Sevier Hotel, Johnson City, Tenn... —.-.-....2 2... 225 
Alexander Hotel, Oak Ridge, Tenn__--.-----______________ Se ee ee 104 
ayo anaes nee. Wee WO605 nc ee oe eck sn 150 


Fels Hotels, H. M. Fleming, managing director; executive offices, 1017 Locust 


Street, Kansas City 6, Mo. 


Rooms 


Casa Loma Hotel, Kansas City, Mo_-_---_---__--~-~- eee 200 
i cents picsasgecs simi mserunienanenen cniestsh 200 
meeeaeer Geoue, aaunens City, Mo... oo. ke ee 150 
Penn peer. EEN ALY BOO. 300 
I nS NOIRE OTE UR sect ie eacien omen mrerssininen a 200 
Valentine-On-Broadway Hotel, Kansas City, Mo_- aca eal ie 200 
renee peeeee. Boneen Cie MnO... 2 en eee 100 


Fields Management Co., Herman Fiedelbaum, president; Leo A. Fields, vice 


president; Irwin Fields, vice president ; executive offices, 371 Seventh Avenue, 


New York 1, N. Y. 


Rooms 


Biscayne Plaza Hotel, Miami, Fla_ Pratl eRe einai cee dont ciel 98 
nt an PE ECMUS tO enc ucucnnawoiem nana 200 
Commander Hotel, Cambridge, Mass..........................--.- 350 
Bancrotc ete, Frordescer, Mass... en ee ae 450 
Coronado Hotel, St. Louis, Mo_- aN a 450 
Governor Clinton.Hotel, New York, N. Y.........._..........-- __ 1200 


Flamingo Hotels, M. Robinson, managing director; executive offices, Sahara 
Hotel, 401 North First Street, Phoenix, Ariz. 


Roome 
Flamingo El Rancho, Flagstaff, Ariz. 


Flamingo Hotel, Phoenix, Ariz a : s 106 
IR i alain de iao Sains cnn psd ec guia 200 
Flamingo Hotel, Tueson, Ariz. 

Piaminego Hotel, Yuma; Arig... ........._. be ee a ats 82 
Flamingo-Santa Anita, Arcadia, Calif. 

Bagdad Inn, Las Vegas, Nev. 

Flamingo Hotel, El Paso, Tex_____-. ---__-~- a coiled 134 units 
Fiamingo Frontier, McAllen, Tex_............-.---- alibi aieak 75 


Flamingo Hotel, San Antonio, Tex__ af 


Sy wkewetckwe ae ee 


Formento De Hotels, S. A., Pablo Corcuera and Jose Brockmann, executive 
offices, Hotel Ritz, Avenida Madero 30, Mexico, D. F.: 


Roome 
Ritz Hotel, Guadalajara, Mexico (under construction), 
America-Alameda Hotel, Mexico City, Mexico (under construction). 
ee Pee. Ee AED, DERE OO on enerenleeninhe wekibmnmne men aape 40 
Francis Hotel, Mexico City, Mexico____-__-----~- a ale tecers i S4 


Ritz Hotel, Mexico City, Mexico 








»f 


~!t 


— - Tt 


ct 


i 
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Francis Hotel System, H. C. Shaffmaster, president ; executive offices, 2131 Dime 
sldg., Detroit, Mich. : 


Rooms 
Les Cheneaux Lodge, Les Cheneaux Islands, Mich., cottages________ > 
Park Hotel, Monroe, Mich. sea atc ahs ti Ms taunt atiabeass..s5 cde ws 100 
Lraverse Botel, Traverse City; Bll «cath ceiesisdeded cue 60 
POGK TIC. FORGO. (Os 66 on on cidcdowssiadedacndd. iusetietisce 100 


General Hotels, Inc., H. D. Pratt, president, executive offices; Hotel Palmer, 3d 
and Sycamore Sts., Grand Island, Nebr.: 


Palmer Hotel, Grand Island, Nebr.___________-_~_- eon Si Tees 100 
Mayfair Hotel, Hutchinson, Kans___ ~~ 9 aes eee ene 75 
Vee EROCRL, RIEL - Be siceiind eattih cartel oid kcal lh ablated ES 50 


Gilbert System Hotels, E. J. Roschuni, president: June G. Roschuni, vice presi- 
dent; executive offices, 15 South Lee St., Post Office Box 2324, Jacksonville 3, 
Fila. : 


Rooma 
Gilbert Hotel, Birmingham, Ala___ ae a i te 100 
Briarcliff Apartment Hotel, Jacksonville, Fla_....................-. 100 
Gilbert TRGGal, ee. emer, iia ck cscientness tS adamutdvundarsddadiciannes 65 
SIIDOTE TeOUGl, SAURE, BU vas caksecm nin nwenonkd aged’ <heastamean 52 
Gilbert Hotel, Thomasville, Ga ironed acodlende cc apo ioecadlceni eal tas: cocina i ate ai 50 
Gilbert Hotel, Indianapolis, Ind_- so caihinsis yagesp ected hha tinwideenmawie 100 
Gilbert-Ellis Hotel, Chattanooga, Tenn—_. teint tbildeaeidianedadadimante eves 75 
Gilbert Hotel, Knoxville, Tenn anche Atpica tenteata Be veananticaied 100 
CEERI E: ERC, . eee hacer esac sce nee apna a Reidel 120 


Gill Hotels, George W. Gill, Sr., president ; George W. Gill, Jr., secretary ; execu- 
tive offices, Post Office Box 38, Fort Lauderdale, Fla.: 


Rooms 
The Escape Hotel, Fort Lauderdale Beach, Fla nstithehedtad dae ba ten 125 
The Jolly Roger Hotel, Fort Lauderdale Beach, Fla___.--_-__--____~- 90 
The Yankee Clipper Hotel, Fort Lauderdale Beach, Fla___._---___-___ 130 


Glacier National Park Hotels, J. 8. Jeffries, vice president, headquarters: Oct. 1 
May 31: Glacier Park Co., Great Northern Bldg., St. Paul 1, Minn., June 1-— 
Sept. 30: Glacier Park Co., East Glacier Park, Mont. : 


Rooms 
Glacier Park Hotel—(s), Glacier National Park, Mont__.-- -__-_-_-__ 160 
Many Glacier Hotel—(s), Glacier National Park, Mont .--__-__-_____- 200 
Lake McDonald Hotel—(s), Glacier National Park, Mont _-----__~_ 67 
Prince of Wales Hotel—(s), Waterton Lakes National Park, Alta____ 80 


Gold Coast Hotels. Inc., Louis H. Silver, president; Fred W. Clare, vice presi- 
dent, executive offices ; 162 East Ohio St., Chicago 11, IIL: 


Rooms 
Croydon Hotel, Chicago, Ill., rooms and apartments. _------------~~ 500 
Eastgate Hotel, Chicago, Ill._-- sé bs Sead ck ech cbt bein sc biencbeciinaante 2343! 300 
St. Clair Hotel, Chicago, Ill., rooms and apartments___------------- 500 


Goodman Hotels, Richard Goodman, president; Mason A. Loundy, secretary : 
Irving L. Harris, executive vice president; executive offices, 240 East Dela- 
ware, Chicago 11, Ill. : 


Rooms 
Sheridan Plaza Hotel, Chicago, I i al re el aE oS 400 
South Shore View Hotel; Chiea@o, We cscs cette hebben 350 
S46. 0. Delnetare Hotel, CniCGR6. 1 oon nckacioncsietienicdote abode 
Oak Park Arms Hotel, Oak Park, IIl., (180 apartments) —~-----_-__-_- 356 
Roosevelt Hotel, St. Louis, Mo__-~- sR Saal eS 250 
Park-Shoreland Hotel, Milwaukee, Wis. _-------~-- isin ehalaaiencidanilecilad tin 
Stratford Hotel, Milwaukee, Wis__---~~-- Saal ca decal RS tae 156 


Barney Goodman Hotels, Barney Goodman estate, owner; executive offices, 
515-A Commerce Bldg., Kansas City, Mo.: 


Rooms 
Santa Rite Hotel Tasco, Aris... occnisdtie wn nenne ns adi eaigacem mee 200 
Deal Coren brotel: Comnnd: CG ws on en he ca snewemee 400 
Chapman Park Hotel, los Angeles, Calit_.—_._.._.-..2.2s-.--2..- 185 
Madison Hotel, Harlingen, Tex__- i ected sth indeatecdcirdnmeandacstak: 125 


Cortez Hotel, Weslaco, Tex sss ea appa he aca = sl ea ae 65 
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Albert M. Greenfield & Co., Joseph P. Hoenig, managing director; executive of- 
fices, Walnut and Juniper Sts., Philadelphia 7, Pa.: 


Rooms 
Bellevue-Stratford Hotel, Philadelphia, Pa____ na s 700 
Benjamin Franklin Hotel, Philadelphia, Pa-_...._.._......________ . 3,200 
Essex Hotel, Philadelphia, Pa_____ Baer! 2 : seme ae 225 
John Bartram Hotel, Philadelphia, Pa__..........._._______~__. 350 
Sylvania Hotel, Philadelphia, Pa..........._..._.___-_ itech ees 400 


Grenoble Hotels, Inc., Wm. R. Flory, president ; executive offices, 510 State Street 
Bidg., Harrisburg, Pa.: 


Rooms 
General Putnam Inn, Norwalk, Conn_______- bed pa eee 30 
Chieftain Hotel, Mount Pleasant, Mich_______~_- - ci sali 40 
Cadillac Hotel, Rochester, N. Y...-.-.-___-__- ee a aaa eee 110 
nn cs cocctailnar no nore eccenecuaenchanenaaes 80 
Whiteville Hotel, Whiteville, N. C___-_________~- po ial ae 40 
I sin dp Spread veers mincb eabierintaptey gc 50 
General Brodhead Hotel, Beaver Falls, Pa__- Saar ce omaneik teva a aioe 120 
Washington Hotel, Chambersburg, Pa__________~_~_ eS eee L100 
Richard McAllister Hotel, Hanover, Pa__-______-__-__ Eee 7D 
Weimer Hotel, Lebanon, Pa_____~_- a SNe eee ae ee Tee ee aes 87 
Anthony Wayne Hotel, Waynesboro, Pa_____-__- : ee E cine 60 
acer in ee pnemononene hows sopppampsacaien 100 
Colonial Hotel, York, Pa____-__- Sree ee ee : os oe ee Se 150 
Cherokee Hotel, Cleveland, Tenn ___.___-____-_ eer : TD 
Royal Hotel, Front Royal, Va___.____-_-_-__- a eee tet 34 
Henry Hotel, Martinsville, Va_.-_--_--~_-~- — nee 60 
Portsmouth Hotel, Portsmouth, Va___- cm sed 100 
ear Baocor fore, Macrora, Ve., units.................... ee 4] 
Genera: Wayne Hotel, Waynesboro, Va. u.6....) 1). ence snncnnee 60 
Gea, Weine Hotel, Weiheville. Va..~........... 5... 2... .... 50 


Grinstead Hotels, Raymond M. Grinstead, owner, executive offices, Hotel Gould, 
Falis and State Sts., Seneca Falls, N. Y.: 


Rooms 


Colonial Inn, Sarasota, Fla_- ae cela a A te se 35 
ee Peemeewan. Malone, N, ¥..........~........ seeks niche a ea adhintahsdhids 120 
I OD a ae a TD 


Hacienda Motor Hotels, Warren Bayley, chairman of board, R. EB. Wilson, presi- 
dent, John A. Mendoza, secretary-treasurer, executive offices, 3355 South Glas- 
gow Ave., Inglewood 1, Calif. : 


Ro 
eee een. “arene,” Cae nn reer es ot gt oe 356 
Bakersfield Hacienda, Bakersfield, Calif.-.._...___-______ 31 
Las Vegas Hacienda, Las Vegas, Nev_______-_.-----_.__-_____ 266 


Handlery Hotels, Harry Handlery, president, Paul R. Handlery, vice president 
and general manager; executive offices, Alexander Hamilton Hotel, San Fran 
cisco 9, Calif. : 

Rooms 


The Alexander Hamilton, San Francisco, Calif_ pie dove 225 


Hotel Stewart, San Francisco, Calif.__.__-_____ pie S i 4K) 
Hotel Don, San Francisco, Calif_ a ees le ee ; 115 
Hotel Californian, Fresno, Calif icealh eclvatincmetttal ea Z 240 
El Cortez Hotel, San Diego, Calif Bites Dt 33 ; i 2300 
El Cortez Motel, San Diego, Calif....cii-......__. ; 50) 
Hotel E1 Tejon, Bakersfield, Calif pthc tte stated cuted ah ote 200) 
Hotel Alameda, Alameda, Calif__- seb ie cs 150 
Lake Merritt Hotel, Oakland, Calif : iA ; ; LOO 
Hotel Don, Richmond, Calif... as ees SO 
Hotel Wolf, Stockton, Calif_______- i ali i ea _ - 100 
Casa de Vallejo Hotel, Vallejo, Calif ia a 3 Ee Se ; 150 
Hotel Woodland, Woodland, Calif__- ok : . a sO 
Oroville Inn, Oroville, Calif_- de eis a aaa iS ils ot iia 4 
Hotel San Carlos, Monterey, Calif. —- cid a ee : er 150 
Bret Harte Inn, Grass Valley, Calif.._...._._-~~_. ed ; 7s 


*120 rooms under construction. 
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Albert Harris Hotels, Albert Harris, owner, Arthur H. Friedman, managing 
director; executive offices, Hotel Metropole, 6th and Walnut St., Cincinnati, 
2, Ohio: 


Rooms 
Sovereign Hotel, Miami Beach; Fia..o....-...--._.-_....... ; 111 
Fort Wayne Hotel, Detroit, Mich_........_.__________ sia ipisiaieeteceeaimeceen 300 
Pe TURUNEN. COUR ee BW a i edie ever eere pitino ec estes 400 
‘Times Square Hotel, New York, N. Y- . iekihissngpeibteeins uate evamaaienadieaaae cnaiene' Se 
Broadway Hotel, Cincinnati, Ohio__________________ ec aan te acini 250 
Kemper Lane Hotel, Cincinnati, Ohio_ Se aca a a SL 300 
Metropole Hotel, Cincinnati, Ohio_ scotia dence eaaar datahscorm arene 400 
sroad-Lincoln Hotel, Columbus, Ohio _- ean ee ee 150 


J. T. Harris Hotels, J. T. Harris, Jr., president ; executive offices, Post Office Box 
241, 619 Milam St., Shreveport 80, La. : 


Rooms 
Inn Hotel, Shreveport, La________-___ segnesiseaerelGoiisia aeietedhtalaias eee 120 
Hotel Marshall, Marshall, ‘Tex____._______-___ piel hate hee alvin Dosh sete 100 
PERSE) SECT INR ERD, TR ict sacandiciowtsitne acd tt-ondnaihiakuneced thee eee 200 
Mobberly Hotel, Longview, Tex __._-_______- Joes ioe pep Se 2 E 80 


Fred Harvey, Miller Adams, president: executive offices, 80 East Jackson Blvd., 
Chicago 4, Ill. : 


Rooms 
Bright Angel Lodge, Grand Canyon, Ariz_____..______________ a 98 
El Tovar Hotel, Grand Canyon, Ariz___ dita ipittidieeted tated ge tec tet SES 81 
La Posada Hotel, Winslow, Ariz _-_____~ wie Se dadtitie adeastes hia dest 55 
Furnace Creek Inn, Death Valley, Calif.__- jolt eastliaticl to ds tat oa 65 
Furnace Creek Ranch, Death Valley, Calif__- achat thetbeh iti Uicdas alia nai 105 
Amarzosa Hotel, Death Valley Junction, Calif_.......-.._________ 44 
Alvarado Hotel, Albuquerque, N. Mex soi eta pant obits ee 118 
El Navajo Hotel, Gallup, N. Mex_.....__-._-._- Si calid ahs Dedicate hho 70 


La Fonda Hotel, Santa Fe, N. Mex___ at et Das 2 216 
Hotel Crandall. Wisconsin Delis, Wiss... couco eu oe : 61 


Heathman Hotels, Harry E. Heathman, operator and general manager, executive 
offices, 731 SW. Salmon St., Portland 5, Oregon: 


Rooms 


Heathman Hotel, Portland, Oreg- ; bt 7 275 
New Heathman Hotel, Portland, Oreg a ae arte 225 


St. Francis Hotel, Portland, Oreg_ See de a ee ee Cee 130 


Heritage Hotels Management Corp., Al Schwartz, general manager, Robert Sillins, 
managing director; executive offices, Hotel Martinique, 32d St. and Broadway, 
New York 1, N. Y.: 


Rooms 
Aleazar Ilotel, Miami, Fla 


Lg oa ; ~ a ‘i 250 
Continental Hotel, Miami Beach, Fla at Tate 100 
Westover Arnis, Miami Beach, Fla ; aie eae ere Sekai ake 125 
Martinique Hotel, New York, N. Y 7 ta 600 
President Hotel, New York, N. ¥ . ; a! oo 400 
Forrest Hotel, New York, N. Y.....  --- : ee 350 
Collingwood tel, New Yous; N. ¥...........2 Fe 250 
Martha Washington Hotel, New York, N. Y__-______- i oe 500 
Mayfair Hotel, New York, N. Y_----.---.--_-- ae ee et 150 
Roxy Hotel, New York, N. Y- eccrine Sie ct Te raa tater S80 
Shelburne Hotel*, New York, N. Y_._----~--~-_- i jee es ee 425 
Bryant Hotel*, New York, N. Y___~- tia BOS a tt ge Bee 300 
LeMarquis Hotel*, New York, N. Y_---.----..-.- sshd se 200 
Fierrepont Hotet, Brooxiyn, N: Y.....6.<... SebPaikieiie ; 600 
Victoria Hotel, Norfolk, Va_-_ rains wsaal _ add 120 


*Owned but leased to others at present time. 
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Hertfield Hotels, Herman Fiedelbaum, president, Saul Hertzig, executive director, 


Bertram Fields, executive director; exe 


York 18, N. Y.: 


New Howard Hotel, Baltimore, Md 
Algonquin Hotel, Cumberland, Md 
Granada Hotel, Brooklyn, N. Y 
Buckingham Hotel, New York, N. Y 
Chatham Hotel, New York, N. Y 


Woodstock Hotel, New York, N. Y — 


Cape Fear Hotel, Wilmington, N. C 
Alms Hotel, Cincinnati, Ohio 


cutive offices, 


127 


Penn Sherwood Hotel, Philadelphia, Pa__ 


Hickory Hotel Co., Inc.; executive offices, 


40, Ill. : 


MacArthur Beach Hotel, Venice, Fla 
Gordon Hotel, Atlanta, Ga 7 
Hayes Hotel, Ventralia, Ill 
Wilton Hotel, Chicago, I] 
Howard Hotel, Lincoln, Ill 
Frances Hotel, Pana, Ill 
Central Hotel, Cambridge City, 
MeFarlan Hotel, Connersville, 
Shelby Hotel, Shelbyville, Ind 
Windsor Hotel, Louisville, Ky 
New Central Hotel, Maysville, Ky 
Belvedere Hotel, Detroit, Mich 
Carlton Hotel, Detroit, Mich 
Huntington Hotel, Detroit 
Lester Hotel, Detroit, Mich 
Murray Hall Hotel, Detroit. Mich 


Ind 
Ind 


Mich 


West 43d St., New 
Rooms 

120 

os 


ae 400 


250) 
300 
400 
204 
5OO 
600 


1758 North Kenmore Avenue, Chicago 


New Mertens Hotel, Grand Rapids, Mich 


Elliott Hotel, Sturgis, Mich 
Willow Run Hotel, Ypsilanti, Mich 
Lenox Hotel, Duluth, Minn 


Wm. Barkley Hotel, Fergus Falls, Minn. 


Kinney Hotel, Tupelo, Miss 
Arizona Hotel, Butte, Mont 

New Burke Hotel, Lewistown, Mont 
Yarborough Hotel, Fayetteville, N. C 
Akron Hotel, Akron, Ohio 

Stark Hotel, Alliance, Ohio 
Howard Hotel, Toledo, Ohio 
Clarendon Hotel, Zanesville, Ohio_- 
Rogge Hotel, Zanesville, Ohio_- 

St. George Hotel, Lancaster, Pa 
Strafford Hotel, Lebanon, Pa 

Davis Hotel, Pottsville, Pa 

St. Hubert Hotel, Milbank, S. Dak 
James Hotel, Chattanooga, Tenn 
Anderson Hotel, Danville, Va oe 
Wheeling Hotel, Wheeling, W. Va 


John E. Hill Hotels, John E. Hill, owner; 


National Bank Building, Amarillo, Tex. 
Hillson Hotel, Pampa, Tex 
Panhandle Inn, Panhandle, Tex__ 
Yates Hotel, Rankin, Tex 


executive offices: 


Rooms 
59 
107 
mah 125 


150 


60 
30 
86 
bo 
~) 


— - io 


76 


110 
60 
con 116 

150 

SO) 
51 
200 


aaa . 110 


oO7 
one of 


. 70 
“ 100 
38 

Lo 

— 51 

cules 100 
shines tala 100 
125 
45 
83 


Suite A, American 


Rooms 
48 

$4 

5O 
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r, Hilton Hotels Corp., Conrad N. Hilton, president ; executive offices, the Conrad 
" Hilton, Chicago 5, Ill.; eastern offices, the Waldorf-Astoria, New York 22, 
N. Y.; Pacific coast offices, 9970 Santa Monica Boulevard, Beverly Hills, Calif. 


( an 
I The Beverly Hilton, Beverly Hills, Calif.._._-_----~-  caeaiecnie tiie ane 450 
i) The Statler, Los Angeles, Calif__ : fi See SE TST er scaae me eee owe, ee 
1) The: Staticdr; HMartfor€@: Gotitssi2-~iwebiews ccs liu tila .s 455 
Mi) The Statier, Washington, DD. CO... ~22.0..ncdbn dds edna S50 
0 acy: CA EERO s as Ein cas we teenies eas intn anintlabletaami 3, 000 
4 i The Palmer House, Chicago, Ti-_-_- Licensee erase wanilan ge cle ee anaes ee 
) The Statler, Boston, Mass wean eas ade s eee te 1, 300 
> ‘The Statler, Detroit, Mich _- ins vu a des Gates Lik tenth cient ass 3 GUD 
ie AERC i, RE ner catenin oh tse eeneterte tins bbeciatslentiedl 650 
“0 Hilton Hotel, Albuquerque, N. Mex ; i sini ‘ =) 
" The Statier, Buifalo, N. Y anbeazvabiaitvteiseal eas ecient as she civabenldeiaas daleadaaaaed 1, 100 
. The. Pista, .Now-XOrk, Nk nssnncnnne ‘eluted lai ewes 2. O60 
bd The Statler, New York, N. Y- , abd attiitiduchG td, wtih ites 2, 200 
The Waldorf-Astoria, New York, N. Y.-.+-- JSneitoll sili 2 O68 
~ The Nethepisnd Milton. ~ipemnatl, 0ib......c...cmmcadanentmmenaume S00 
w The Terrace Hilton, Cincinnati, Ohio_____---- i ae eaksiciiaieabiles tO) 
7 j ‘The Statler, Cleveland, Ohio selena sud gl eceinalinicn eames 
~ The Deshler Hilton, Columbus, Ohio..----------------------.----- 1, 000 
wv) | The Dayton. Biltmore, Dayton, Ohhil0...bad«aeiieupeedasetadlhauiews HOO 
6 The Statler Hilton, Dallas, Tex pid maleeharcd gulntbiersbden bdabhdtheie bie Ee OOM 
My Hilton Hotel, El Paso, Tex cintiiepidisna ld tike aibblakieeeilae Ss Lebceh Sti 350 
0) : Hilton Hotel, Wort Worth, Tex bpnibdaoiehttcsttallibiitbenakiptesnidnahteltes« 200 
a The Shamrock Biltoa, Mouston, Tekst .cccccsnicednlaieslioaddusicls 1, 190 
6 Hilton Hotel, San Antonio, Tex nbisitnenistateeb blond = eases 500 
i The Palacio Hilton, Chinahua, Mex_--.------- ~~ Si hnebiticddnpisabusbecs 126 
+ The Caribe Hilton, San Juan, P. R ; ; : 300 
W) : The Castellana Hilton, Madrid, Spain ps Cieuen agente etcetera 320 
6 TUG TRRAEIGR RENO, COUATIIEIUELS, “OC MUO ric ecpensnr giles eipiere sarnase eee tian 300 
= Hoffmann Hotel System, Jacob Hoffmann, president; Marjorie Kenady, assistant 
rT to president; executive offices, Hoffmann Hotel, 120 West La Salle Avenue, 
> South Bend 1, Ind. 
'O Rooms 
7 Hoffmann Hotel, South Bend, Ind.-.--.-_----- 150 rms., 25 apts. 
0 Michiana. Hotel,. South- Bend, Indi i ede te 100 
M) NHuagene: Hotel, Monroe, -Wigisisii dieu ae abel 16 
| 
8 Hoteis Reunidos 8S. A., “Horsa,” José Tjurs, president; Léo Henrique Tjurs, 
) superintendent ; executive offices: Avenida Ipiranga 770, Sao Paulo, Brazil. 
1 Roonea 
M) Excelsior Capacabana Hotel, Rio de Janeiro, Brazil_..__.._._____ aia 220 
> Jaragué Hotel, Sao Paulo, Brazil_.________- sath hbk sects Saale ckauaemiiebaia a 240 
2 Excelsior Apartments, Sao Paulo, Brazil___- Wak anaes cipiaians sigtehagdl nad 2A 
a) Excelsior Hotel, Sao Paulo, Brazil_...__.....__________ ne hcmitiiahca:. ae 
se BEGTODR TEOCRT, GeO Pare, FOO saci ccs rseeiecpa hdr mrignen theesaseenanaan 80 
+ Cinelandia totel, Sao: Paula, Brame nnn as sc cettncseteenasecntpec aces asi SO 
a) i 
5 | Hotel Corporation of America, A. M. Sonnabend, president : Roger P. Sonnabend., 
a vice president ; executive offices, 400 Commonwealth Avenue, Boston 15, Mass. 
Rooms 
aap cee gt Rp ee ea Se 
in The, Mayflower. Hotel, Washingtom: D.. Os..2.<- cose eccee ceceeeeese 1, 000 
” Hotel Cleveland, Cleveland, Ohio ail siasdonainntlntaitaleapecalep aCe a ae 
i Edgewater Beach Hotel, Chicago, IlJ]_-_-_________ washes EI 
“4 Somerset Hotel, Boston, Mass._............__________ i sctdthbtnin ebhts 524 
78) Hotels International, Inc., Wm. Liebow, president, Fred T. Quinn, manager; 


executive offices, Robert Clay Hotel, SE. 2d Ave. and 4th St., Miami 30. Fla.: 
Roome 

Robert Clay Hotel, Miami, Fla — i en lab ab alee egalicaisar eeaieeatiine 200 
Varadero Internacional Hotel, Varadero, Cuba_ 
Internacional Hotel, Panama City, Panama. 100 
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Vance Huckins Hotels, Vance Huckins, operator; executive offices, Manx Hotel, 
225 Powell St., San Francisco 2, Calif. : 


Rooms 


Manx Hotel, San Francisco, Calif ee he ; a 300 
Beverly-Plaza Hotel, San Francisco, Calif ‘ 200 
Holiday Inn, Mountain View, Calif. tee M SS cau 125 


Hutson Hotels, W. G. Hutson, president ; executive offices, Hotel State, 122 W. 
12th St., Kansas City 6, Mo.: 


Rooms 

soulderado Hotel, Boulder, Colo__- 4 stalin ea ssidaplebaAiie 125 
Eldridge Hotel, Lawrence, Kans a a ba ae te 200 
State Hotel, Kansas City, Mo____ sighted re rm ao 200 


Hylton Hotels, T. P. Hylton, owner; executive offices, Stonewall Hotel, Franklin, 
va.? 


Roome 


Stonewall Hotel, Franklin, Va-_ a ee ve ; Siete tL 50 
Rustic Hotel, Ocean View, Va 
Nordan Hotel, South Hill, Va_________-__~- Shin ‘ ; — 35 


Ingram-Cunningham Hotels, Stanton B. Ingram, Chas. H. Cunningham: execu- 
tive offices, Clarkston Hotel, 315 Seventh Ave. N., Nashville 3, Tenn.: 


Rooma 
Jefferson Davis Hotel, Anniston, Ala___- - : 160 
Lincoln Hotel, Evansville, Ind__- J : 100 
English Hotel, Indianapolis, Ind ; 100 
York Hotel, Indianapolis, Ind . : 100 
Burdick Hotel, Kalamazoo, Mich j = 200) 
Columbia Hotel, Kalamazoo, Mich ik 175 
James K. Polk Hotel, Murfreesboro, Tenn : : 60 
Clarkston Hotel, Nashville, Tenn ns 150 


Intercontinental Hotels, Byron E. Calhoun, president; Peter Grimm, vice presi- 
dent, hotel operations; Sylvester Roll, vice president, sales and advertising: 
executive offices: Chrysler Building, New York 17, N. Y.: 


Rooms 
Hotel Nacional de Cuba, Habana, Cuba_- . 550 
Reforma Hotel, Mexico City, Mexico ara = 250 
Grande Hotel, Belem, Brazil-_ ha SO 
Carrera Hotel, Santiago, Chile “ . . 400 
Tequendama Hotel, Bogota, Colombia___-~~~ ; ehh custinke 400 
Victoria Plaza Hotel, Montevideo, Uruguay_- 5a i 100 
Tamanaco Hotel, Caracas, Venezuela = . ae 400 
Del Lago Hotel, Maracaibo, Venezuela__-_- 7 265 


Represented by IHC: 


Rooms 


Plaza Hotel, Buenos Aires, Argentina 410 
Gran Hotel Bolivar, Lima, Peru 350 
Lima Country Club, Lima, Peru z 100 
Under construction : 
El Curacao Hotel, Curacao, N. W. I : 97 
Hotel El Salvador, San Salvador, El Salvador, C. A 105 
Hotel Copan, Sao Paulo, Brazil ; Sad . “ sb bie 400 
Hotel Copan, Puerto Rico " ODL. aasis 300 
Hotel Tikal, Guatemala City, Guatemala 300 


Interland Resorts, Ltd., W. D. Child, president and general manager: W. L. 
MecCleery, vice president ; executive offices: 305 Royal Hawaiian Ave., Hono- 
lulu 15, Hawaii: 

Rooma 


Kona Inn, Kailua, Kona, Hawaii ah r33 


Waiaka Lodge, Kailua, Kona, Hawaii___- 44 
Nailoa Hotel, Hilo, Hawaii__ : 7S 


Kauai Inn, Lihue, Kauai, Hawaii 5 15 


~' J ~' 
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aed « 


International Hotels, Inc. (operated by Berry and Seyburn) : Louis Berry, presi- 


dent, Geo. D. Seyburn, vice president, Allen B. Kramer, executive vice presi- 
dent ; executive offices : 3500 David Stott Bldg., Detroit 26, Mich: 


Rooms 
Wenonah Hotel, Bay City, Mich__------ ail ialdiatipss to nxghitca ppc maay tes 200 
Hayes Hotel, Jackson, Mich ___ --_-~_- sage Kittin ngeabd 200 
Otsego Hotel, Jackson, Mich___- ‘ sisi ageldicetai sdabsietaaies ees 250 
Bancroft Hotel, Saginaw, Mich _---~- ae Mia bhai edounataeahed ts 300 
samenstown Hotel, SAMOROWN. Di 3 ncddawidccwniibintivdnanjciblldiaawe 300 
PTs ClCOREE Fee. Pee Fe ee Bike cine ccmeniivenenmunmmanou 1, OOO 
monenGen: Frere: Creveue, Gree a ee Le ean eee 


Jack Tar Hotels, Ed C. Leach, president, Glenn K. Williamson, vice president, 


L. D. Nidiffer, treasurer, A. Barker, director of sales and advertising, Walter 
Clist, Jr., director of food, G. Schwab, assistant to president ; executive offices : 
Jack Tar Hotel, 6th and Beach Blvd., Galveston, Tex. : 


Rooms 
Fort Harrison Hotel, Clearwater, Fla ciel deo , rae 250 
Jack Tar Hotel in the Keys, Marathon, Fla____-- Sel ee eae 127 
Grove Park, Asheville, N. C_.----- ea ipsaeoclsctal fa 156 
Francis Marion Hotel, Charleston, S, C_ OS) crcketes 2) laas o ‘ 300 
Jack Tar Hotel, Galveston, Tex 7 phd 5 beth se =e 200 
Jack Tar Orange (opening Noy. 1, 1956), Orange Tex___-- Deities ool 125 


Jefferson Hotel Corp., B. Baydush, president, executive offices: Jefferson Hotel, 


E. 


224 W. Bute St., Norfolk 10, Va.: 


Rooms 
Delano Hotel and Apartments, Norfolk, Va abe eee 
Jefferson Hotel, Norfolk, Va_- ee eaten ee ee 74 
Jefferson Hotel Annex, Norfolk, Va____- sana eemnaeil 2 
semerdont HGtel,: Vir winless Beas. Viti aides siete <sertasiccte mts oer caelendnnbe wD 


W. Jerow’s Hotels, E. W. Jerow, owner and general manager, executive offi- 
ces: Carolina Hotel, 130 Main St., Kingstree, S. C.: 


Rooms 
Tropical Hotel, Kissimmee, Fla__ __-- ‘ eae mi 5S 
Pini Cook Hotel. Adel. Gaecance. ci be adh 52 
sowen Hotel,, Headersonvatte: N.* Ou. ee ek Le D> 
Gabriel Johnston Hotel, Smithfield, N. C.. _- 3 —, 40 
Lee Hote; Bishowriiie; By Ouse ce ae. Dib b thie ey 5D 
Carolina Hotel, Kingstree, 8S. C_.--..------ cnt wade dudes desl 90 


William Preston Hotel, Blacksburg, Va. 


The Kahler Corp., Roy Watson, Jr., president and general manager; executive 


offices, The Kahler Hotel, 2d Ave. and Center SW., Rochester, Minn. : 
Rooms 


Hotel Damon, Rochester, Minn___- penile saa ‘aide Lede 125 
The Kahler Hotel, Rochester, Minn abu Licecobbvautoneell 650 
otel Zepto, BMochester, Wine. 6. gen ckck secon eareridoieendondoienel< 175 


Fred F. Kean and Associates, Fred F. Kean, managing director, Robert FE. Kean, 


assistant managing director; executive offices, 5300 South Pulaski Road, 
Chicago 32, IIL: 
Rooms 


Motor World Hotel, Chicago, Hil __-____ aoa he eae ait 150 
Sheridore Apartments, Chicago, il ‘s 4 x ‘ 3 
Clayton Hotel, Waukeegan, III aco See aa ee 150 


Paul T. Kilborn Hotels, Paul T. Kilborn, owner ; executive offices, Royale Hotel, 


679 Peterboro St., Detroit 1, Mich. : 


Rooms 


Dryden Hotel, Detroit, Mich— : : icine ere aah 7S 
Emerson Hotel, Detroit, Mich : rad dD 
Lawndale Hotel, Detroit, Mich____- oe Ee ee 2 76 
Montcalm Hotel, Detroit, Mich : , £ SO 
Royale Hotel, Detroit, Mich ; a oe 95 


Blackstone Hotel, Jackson, Mich i. anes lee St DO 
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Kildow Hotels, Barbara S. Lovejoy, president, Glenn M. Lovejoy, general mana- 
ger: executive offices, Palatine Hotel, 3d and Grant Sts., Newburgh, N. Y.: 


Rooms 


Hotel Holman, Athens, Ga__- a 125 
Hotel Hermitage, Louisville, Ky ike patel 50 
Hotel Stratford, Parkersburg, W. Va : . ete te 100 


Kirkeby Hotels, A. S. Kirkeby, president: executive offices, Gotham Hotel, 5th 
Ave. and 55th St., New York 18, N. Y.: 


Rooms 





Beverly Wilshire, Beverly Hills, Calif ae a ; 360 
Kenilworth, The, Miami Beach, Fla__--_~_- 162 
Kenilworth House, Miami Beach, Fla ’ 100 
Gotham, The, New York, N. Y : i 100 


Hampshire House, New York, N. } ; ‘ : 
Warwick, The, New York, N. Y . 500 
Saranac Inn, Upper Saranac Lake, : 

Warwick, The, Philadelphia, Pa ; - Z 660 
El Panama, Panama City, Panama ‘ 300 





Robert Klo« ppel Hotels, Robert Kloeppel, presi lent-director, Robert Kloeppel, JY.. 
vice president and general manager: executive oflices, George Washington 
Hotel, Adams and Julia Sts., Jacksonville 2, Fla 


Roome 


George Washington Hotel, Jacksonville, Fla _ 300 
Mayflower Hotel, Jacksonville, Fla 300 
Jefferson Hotel, Jacksonville, Fla an . lic 125 
George Washington Hotel, West Paim Beach, Fla ' nee ‘ 200 
Pennsylvania Hotel, West Palm Beach, Fla ; . 300 


Knott Hotels Corp., James Knott, chairman of the board, Willard FE. Dodd, 
president, William B. Rasor, executive vice president, Irving R. Stone, treas 
urer, ©. V. MacGillivray, sales promotion manager; executive offices, 575 
Madison Ave., New York 22, N. Y.: 

Rooma 
Congressional Hotel, Washington, D. C : 200 
Winfield Scott Hotel, Elizabeth, N. J aha ikcicraamans 100 


Robert Treat Hotel, Newark, N. J_--- . sal ee 500 
Alexander Hamilton Hotel, Paterson, N. J . . ; 200 
Stacy-Trent Hotel, Trenton, N. J = : aR ae 300 
DeWitt Clinton Hotel, Albany, N. Y 4 HW) 
Carlton Hotel, Binghamton, N. \ 2 225 
Forest Hills Inn, Forest Hills, N. Y . : a Sodeabcda 325 
Garden City Hotel, Garden City, N. Y _ 800 


Berkshire Hotel, New York, N. ¥ 3800 
Laurelton Hotel, New York, N. \ Su } = 150 
New Weston Hotel, New York, N. Y ; TOO 
Pickwick Arms Hotel, New York, N. Y. ‘ 400 
Wellington Hotel, New York, N. ¥ ait es TOO 
ay CRIES 520001, LNOIT? 2 OLK.. Ply. Meee enema enoonn Seen 100 
Hendrick Hudson Hotel, Troy, N. Y sienna i Ee 165 
Hotel Pittsburgher Motel, Coraopolis, Pa 5 ; D4 
Haverford Hotel, Haverford, Pa... +... a ae oe 66 
Pittsburgher Hotel, Pittsburgh, Pa_._._.-__ ~~~ i ee 400 
Vermont Hotel, Burlington, Vt . einai eg NEES ta has 150 
lPocecahontas Motor Lo ize, Williamsburg, Va ™ 53 
The Westbury, London, England 800 


“ZL,” Hotels, Charles A. Closson, general manager; executive offices, 4518 Lemmon 
Ave., Dallas 4, Tex.: 

Rooms 
zakewood Hotel, Dallas, Tex 69 
ziwn Hotel, Dallas, Tex : z ‘ I 79 
oma Alto Hotel, Dallas, Tex : i Ra aan as 140 
vnn Hotel, Dallas, Tex ; ei ; ates soi aie at 101 
oring Hotel, Fort Worth, Tex = s le a ee a ile 105 
ennox Hotel, Grand Prairie, Tex erste ced i ge a a 116 


~~ | 
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Lamer Hotels, H. B. Lamer, president; executive offices, Lamer Hotel, 201 North 
Santa Fe, Salina, Kans.: 
Rooms 


Lamer Hotel, Hays, Kans______ i H shy 100 
Lamer Motel, Hays, Kaus , 17 
Lamer Hotel, Junction City, Kans : 100 
Lamer Hotel, Salina, Kans = 177 
Jens-Marie Hotel, Ponea City, Okla in satel seers bein bh LU6 


Cc. W. Lampkin Hotels, executive offices, Helin Hotel, Bowling Green, Ky 


Roomea 


Helm Hotel, Bowling Green, Ky ipiertsitdreimialte s 125 
New Capital Hotel, Frankfort, Ky : pina cake ce LOO 


Main Hotel, Hopkinsville, Ky 

New Central Hotel, Hopkinsville, Ky 
Colonial Motel, Madisonville, Ky a. Serra 
Madison Hotel, Madisonville, Ky : 52 
Travelers Hotel, Madisonville, Ky__~- 
Twin Lakes Motei, Madisonville, Ky 


Park Hotel, Salem, Il he ee. 
Plaza Motor Lodge, Lebanon, Tenn a i et ee ee eae 
West Side Hotel, Lebanon, Tenn me t4 


C. L. Leach Hotels Co., C. L. Leach, president, executive offices, 1218 Westmore- 
land Park, Norfolk, Va.: 

Rooms 

Tybee Hotel, Savannah Beach, Ga_ weak : bib deccbindedeccbinkigiie 110 

St. John Hotel, Charleston, 8S. C_______ : attigeniad, 200 

Carlyle Hall, Oak Ridge, Tenn 


Fairfax Hotel, Norfolk, Va pipaiedchcstaieeasaiiahe eatin tana 160 
Capitol Hotel, Richmond, Va___- - oe Ne scien degpaniit ad al iaaees 125 
Berkeley Hotel, Martinsburg, W. Va eg elton scea ets pba cs ces 110 


Lebis Hotel Management Corp., Samuel L. Lebis, president; executive offices, 
11 East 30th St., New York 16, N. Y.: 


Rooms 


Pickwick Arms Hotel, Greenwich, Conn... _.....___--______ teeta 150 
Hotel Taft,’ New Haven, Conn " sigh Spe ae Si a ac MN Rhee 450 
Taft Annex,’ New Haven, Conn _ fished cnhchep lei ae alia AN ie 

Hotel Carlyle, Washington, D. C baci tetraacetate oe 150 
Mayfair Hotel, Baltimore, Md_- 2 sie ils cae Entel 165 
Charles Hotel, Springfield, Mass nstwitiawieabdicngat 400 
Bossert Hotel,’ Brooklyn, N. Y_- ~~ iaineddacaes imei be ncaa cs nila 400 
ee yi A i a ee ee se ae cea 150 


Ledonia Hotel, New York, N. Y : ; ; 125 


Jefferson Clinton Hotel, Syracuse, N. Y_______-_-________-_____- a 
Anthony Wayne Hotel, Akron, Ohio__ BNE PLT Fo ee yee. eB Lt Deedee 150 
Fort Pitt Hotel, Pittsburgh, Pa___- — . wath tla, ed S00 


Lee Hotels Co., Lawrence H. Lee, president, executive offices, Hollywood Plaza 
Hotel, 1637 North Vine St., Hollywood 28, Calif. : 


Rooms 


Beverly Carlton Hotel, Beverly Hillis, Calida. 23. iss ahi ndash nice 90 
Hollywood Plaza Hotel, Hollywood, Califu__u..1-.2.-.~.42n. ace a 200 
Laguna Hotel, Laguna Beach, Calif__—- S hk ches dccned ech deans cnahensaaediahiakicd 100 
Cavalier Hotel, Los Angeles (Westwood), Calif......cc._......__ 96 


Leeds Hotels, Samuel Leeds, president; executive offices, Hamilton Hotel, 20 
South Dearborn St., Chicago 3, TlL.: 
Rooms 
Englewood Arms Hotel, Chicago, Ill ‘ : Pape ate eres 125 
Hamilton Hotel, Chicago, Il ied hess Gites : 300 
Shore Drive Motel, Chicago, Ill_ 
University Hotel, Chicago, Il 


Locarno Hotel, Kansas City, Mo__-----~-- a wines teal 100 
Newbern Hotel, Kansas City, Mo., rooms and apartments_____-~- = 150 
Alcesar Ia0tel. Cleveland, Ohicds.. + assis ides 350 


Commodore Hotel, Cleveland, Ohio 


1 Associated 
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S. A. Lynch Corp., 8. A. Lynch, Jr., president, J. E. Shuey. vice president, 


C. E. Luttring, secretary-treasurer ; executive offices, Columbus Hotel Bldg., 


Post Office Box 2131, Miami 12, Fla. : 


The Columbus, Miami, Fla___ 
The Towers, Miami, Fla_ 
The Atlantan, Atlanta, Ga 
The Georgia, Atlanta, Ga__._._____________. 


MacArthur Hotels, Inc., executive offices, 4444 West Lawrence 
Ill. : 


Hamilton Hotel, Hagerstown, Md______- 
Wayne Hotel, Crookston, Minn_-____________ 
Biloxi-MacArthur Hotel, Biloxi, Miss 
Kingsborough Hotel, Gloversville, N. Y 
Lexington Hotel, Alliance, Ohio_____ 
Weaver Hotel, Bucyrus, Ohio_____ 
Cecil Hotel, Ironton, Ohio______- 
MacArthur Hotel, Ironton, Ohio_____ 
Evans Hotel, Hot Springs, S. Dak 
Locke Hotel, Pierre, S. Dak____ 
St. Charles Hotel, Pierre, S. Dak 


MacNab Hotels Corp., John and Robin MacNab, general managers: executive 


offices, 105 West Main St., Bozeman, Mont.: 


Delray Beach Hotel, Delray Beach, Fla____- 
Baxter Hotel, Bozeman, Mont _________-__ 
Allaire Hotel, Spring Lake Beach, N. J_- 


Manger Hotels, Julius Manger, Jr., chairman of the board, R. ¢ 
tive director; executive offices, 
York 16, N. Y.: 


Manger Annapolis Hotel, Washington, D. C 
Manger Hamilton Hotel, Washington, D. C_______~ 
Manger Hay-Adams Hotel, Washington, D. C__ 
Manger Hotel, Savannah, Ga___- 
Manger Hotel, Boston, Mass____--_______ 
Manger Rowe Hotel, Grand Rapids, Mich 
Manger Vanderbilt Hotel, New York, N. Y 
Manger Windsor Hotel, New York, N. Y_- 
Manger Rochester Hotel, Rochester, N. Y_ 
Manger Hotel, Cleveland, Ohio__ Pie cas AT 


Rooms 
sca cchitenedendieeat 300 
: ed 226 
sciinaaialnitpaptmeamellstid 300 


Linkin cinihiianin ethene tiniecces, aa 


Ave., Chicago 30, 


Rooms 


ohnene 100 


inielebedse antais 53 


Load ah 125 


dita 120 


einnapilcc sh haeistact 82 


inte 62 
picaectlahies 38 
wekie 130 


ccfatte alten ates 157 


SS 
200 


Roome 

: : 20 
walmart 100 
i 100 


‘, Beuttell, execu- 
Manger Vanderbilt Hotel, 4 Park Ave., New 


Rooms 


eee 400 

Ni SA 300 
i ace acetate a 200 
i ee 300 
ei Se 500 
eee 300 

. - ; 600 

oe ; 300 

3 a 300 

sce ested a 600 


Massaglia Hotels, Joseph Massaglia, Jr., president; executive offices, Miramar 


Hotel, Wilshire and Ocean Ave., Santa Monica, Calif. : 


Wilton Hotel, Long Beach, Calif 
Miramar Hotel, Santa Monica, Calif 
Senator Hotel, Sacramento, Calif- 
Park Lane Hotel, Denver, Colo__ 
Bond Hotel, Hartford, Conn___-- naa Digi haste ne 
Ralston Bietel. Washington, D. ©........-.-... 1... 
Franciscan Hotel, Albuquerque, N. Mex_- 
aeons Beote, <aelien. Wi; Bie on ese n sews 
New Worker Hotel. New Zork, N. XW .ncacncccccmeeecnuss 
Sinton Hotel, Cincinnati, Ohio __- 
Sherwyn Hotel, Pitsburgh, Pa 
Waikiki Biltmore Hotel, 


Honolulu, T. H 


Roome 

2 300 
Samearenen 250 
Seis Seca 400 
rere Reece 300 


Eh arate 400 
Jape. ae 
cep tateeastian” ae 


ee 200 
2500 


aa maiate 700 
Gia jase cai ethene 400 


300 


Matson Navigation Co., Edwin K. Hastings, vice president, hotels department, 


Post Office Box 3890, Honolulu, T. 
Francisco, Calif. : 


Moana Hotel, Honolulu, T. H_----~-- 
Royal Hawaiian Hotel, Honolulu, T. H_----------------~- 
Surf Rider Hotel, Honolulu, T. H............... . 
Princess Kaiulani Hotel, Honolulu, T. H 


H.; mainland offices, 215 Market St., San 


Rooms 


me meee mi 
orn 


ee oti 


peta rie nas 150 


Se eee 300 





| 
| 





wee ee BON NS we We 


wera ‘Y 


—— 
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T. J. McCarthy Hotels, Thomas J. McCarthy, owner, executive offices: Maple 
Shade Inn, Pulaski, Va.: 

Rooms 

Maple Shade Inn, Pulaski, Va_-__- stn ecziceahea am abiinan heiaaiateeasamademateron 75 

Pulaski Hotel, Pulaski, Va ‘ ae neers 54 

John Randolph Hotel, South Boston, Va- eee as et 54 


Meiville Hotels, Henry M. Margolis, president; executive offices, 439 Madison 
Ave., New York 22, N, Y.: 


Rooma 


Fensgate Hotel, Boston, Mass___- a ye eer Se. ee es ee ee 140 
Brierfield Hotel, New York, N. Y P bet eh De ote ee eles 200 
Raneby Hotel, New York, H, Yi0...2...52i.. pdtivd aele teeth 104 
Thomas Jefferson Hotel, New York, N. Y Joga tet einds ee 300 


Meyer Hotels, John E. Meyer, president ; Roland A. Mumford, vice president and 
general manager; E. Houston Brown, secretary and treasurer; executive 
offices : 1811 First National Bldg., Birmingham, Ala. : 

Rooms 


Roosevelt Hotel, Jacksonville, Fla re a ee 325 
Emerson Hotel, Baltimore, Md . eo etic cies ie ee ee 450 
Washington Duke Hotel, Durham, N. C ladles te tanh apne eae ae 300 
Sir Walter Hotel, Raleigh, N. C Se seek Serve 400 
Farragut Hotel, Knoxville, Tenn a a aa 300 


Midland Hotels Company, Wilfred Wolfson, 
Produce Bank Bidg., Minneapolis 3, Minn. : 


president; executive offices: 600 


Rooms 
Hennepin Hotel, Minneapolis, Minn italia ts beth ote 60 
Kenesaw Hotel, Minneapolis, Minn --~--~-~- . shania eid . 150 
Kenwood Hotel, Minneapolis, Minn rooms and apartments 185 
Maryland Hotel, Minneapolis, Minn . rooms and apartments 250 
Parkway Hotel, Minneapolis, Minn... .---_-_- sash dics acetate tae beck abil 150 
Somerset Hotel, Minneapolis, Minn rooms and apartments 50 


Milner Hotel System, H. J. Daldin, president and general manager; executive 


offices : 35th Floor, Book Tower, Detroit 26, Mich. : 
Rooms 


ww www wT Se me OVE 


OS ASS OA SS OS Os a Oe 


——=— eo 


Earle Hotel, Birmingham, Ala- - 3 ce cil 200 
Karle Hotel, Phoenix, Ariz____- et yee sitihniinebdiee dialectics 55 
Milner Hotel, Fort Smith, Ark_. ice ks acsinac da lied tcatartccpateaada causes cael 110 
Milner Hotel, Los Angeles, Calif ‘ al dina cian awe whhiaBeds 85 
Hughson Hotel, Modesto, Calif ; iden i 110 
Milner Hotel, Sacramento, Calif sc dicen cliaiapsaiiailhvatila tag Nesta 90 
Milner Hotel, San Francisco, Calif__ EE Se SE A ne 145 
SEU RUUn PURI Es csc cscs Be eclaed eet no ecew orcs 125 
Milner Hotel, Denver, Colo_____ a i i Ng a 120 
Milner Hotel, Pueblo, Colo - sini eae ae dn 50 
Earle Hotel, Bridgeport, Conn__ iodibinicbie ‘pace 85 
Earle Hotel, Bristol, Conn inne bauambatiabhinds etic ced 150 
Earle Hotel, New Haven, Conn Sa da ce sdb accent 130 
Milner Hotel, New Haven, Conn aditevatbeliekndndddiciaka 150 
Karle Hotel, Jacksonville, Fla_____- alii ceaieaiRailesiaill a aaa tid te tela oe 105 
Milner Hotel, Boise, Idaho ‘ ‘i 130 
ne TR, a he eee ee a 70 
Milner Hotel, Chicago, Ill : os detalii te taa gute Rn eee 205 
nario Fote:, BMewanee, Tl........2.... wuihinn Csicmhemie Mi iarkddauklcoimande 60 
LaFayette Hotel, Kankakee, Ill ~~ -__~_- pubs al bc deetn teat beet tal aie id 100 
Milner Hotel, Peoria, Ill__- de cacti ches sietigcihlcideeepaddabies 125 
gee OR ae | | a eae Se epeenenneees Poy Ones Wares Fences 55 
BESET PUR ETI, BUN ssnsics us tore cabin ela coment ngng asian ad cc apaeeieetaiaes 65 
RET CRUE, FORE BO cess cctticrceencansunantinends Ei sicilll u corsdh ue laesedBaceabaial tot cael co 606 
Milner Hotel, Fort Wayne, Ind_-_ sais Solple anl ple alpela obs hireieltaasideag ace tears 65 
Earle Hotel, Indianapolis, Ind______~_ Skblaetik: dadeeicietasdiewetlcmices 135 
Michigan Totel, INGIAMADONIS, ING qo. gon nn ees nitcititiets iveersicnen 75 
Milner Hotel, Michigan City, Ind......1.. cu ccciuneme skk edie eee 85 
Walton Hotel, Seymour, Ind... ............ i siasasspeniclldbini helt Haan 50 
Southern Hotel, South Bend, Ind__ nis ci i gl anhalt sti anae a ci 75 
IIOP TA0CCl, “POPP TRNUte, BG. no nce cei cemmmacucwencianme 110 
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Milner Hotel System—Continued 
Milner Hotel, Cedar Rapids, Iowa , isch nent tiets ies 7 : 
Earle Hotel, Des Moines, lowa___-_~- Sa a a OS aa ee 
Milner Hotel, Des Moines, Iowa Fda ede eee aaeceo e . 
Milner Hotel, Marshalltown, Iowa a ae Se 
Miiner Hotel, Ottumwa, Iowa_____- ~~ = 2 aks pee 
Milner Hotel, Waterloo, Iowa____..____-_~~- fa 


Milner Hotel, Ashland, Ky__--~_-~-- ane oes acaba pee tat iene ealarl 
ann aC rT RI OND I a hc ie neem is acne enc eee abe kiana nbe bs 
Earle Hotel, Fulton, Ky... -__~__. a a i ae 
erie .Hotel, Louisville, Ry... ...-4.. th ac d5csade caietcntenin abi emcais 
cu = I i sabe cad Saiatemndic cies meiahsti lem ereniain 
OI Bn a ee ee 
Milner Hotel, Lewiston, Maine_ ie nb os 

New Joyce Hotel, Baltimore, Md__-...--_-_-_____-__-__- eee 
Sey RC CUED a eis en meiigenasnat acted aceares 
Milner Hotel, Boston, Mass_.____.--____-______- : Eee 
Milner Hotel, Springfield, Mass.__._._._._._____-_-_- Sr cee 
Earle Hotel, Ann Arbor, Mich— cre ere eres s 
apes ROUEN: VRUGUNNUPUNY RMNIU ODED, TOMO ese enon en mee verenmeemieren 
Earle Hotel, Detroit, Mich Pi ere a le Bea phe ete See 


rae secs, Eeetroit, Bich... aS 
Edison Hotel, Detroit, Mich____-~- spit aae thts aloe aria 


Paneer: SEGOl FenrOnt: MENON nk ac neue nee a i a neo 
OE Ba a EP ee See eee ee a er eee 
Penn Hotel, Detroit, Mich ____~- Ne aE aa a 
Con RI OR a Ios dh ne ales ak dabei 
Milner Hotel, Flint, Mich_______- se a hala ae > sc chatetmeees 
PRnee ev E,W na tee deiirT RE i a ct 
Cody Hotel, Grand Rapids, Mich_......__...._-_--_- ips Gente 
Earle Hotel, Grand Rapids, Mich______~- Ai lar os a sistas tena mamta 
ae Ee I RDU ERONINES RN BODD i oo cesta cnn eemniemin 
Earle Hotel, Jackson, Mich___- peste i cas ec hnle Lae Se ca ea 
Milner Hotel, Jackson, Mich____~ ae ee ee ee ee 
Milner Hotel, Kalamazoo, Mich_- Be IS erie or pee ope oe AY. 
OO Re oo a alt ae aa eee 
Milner Hotel, Minneapolis, Minn Sethe eciaieetx negara eee a ae ee 
Earle Hotel, St. Paul, Minn __--___~_- i re eee eae! PE ea ee ee 


Beenie Barres. Wet Ce, RO on ee eee Bt Ae” 
Karlie Hotel, Biloxi, Miss.._............. ee 
Milner Hotel, Hattiesburg, Miss__....._.___-____ oe Z e 
marie Hotel: vicksvure, Miss. ..........-...._-.....-- ee a ee 
Karlie Hotel, Independence, Mo............_.......- oe eee 
a OS ic mien Ste eee 
Koronado Hotel Kourts, Joplin, Mo. 

marie sso0es, Sanees City, No... a... Brosh tessa 
Denner Sanat bee. SOON - BNO. ee eee ne aot ike 3 
ee ge SS aoe Se 
Milner Hotel, Springfield, Mo___________~_~ Siete ea es hae a cunt 
State Hotel, Springfield, Mo. 

Earle Hotel, Columbus, Nebr ee ee ee Rin eens Se ee ee 
ge EO a eer 
Earle Hotel, Norfolk, Nebr a RF EO re IER ok ne ee 
Earle Hotel, Omaha, Nebr __- CA ae a Se ns pees 
Pee ceoeen. SPEND INGE on ok, - 
Ir rR IU IN os a ee aus 
Earle Hotel, Trenton, N. J gare = ; pee xe 
Milner Hotel, Albuquerque, N. Mex___--_--_____ 2 ee 
Earle Hotel, Binghamton, N. Y___- inet ac eben ; cae 
Milner Hotel, Buffalo, N. Y____~ Recta ee hires ee leh. eee 
Milner Hotel, New York, N. Y__-- Rosa 

Milner Hotel, Niagara Falls, N. Y a ee 

Earle Hotel, Poughkeepsie, N. Y- ss ; ~ 2 
Earle Hotel, Rochester, N. Y a ; Fos bee edeoe 
Milner Hotel, Rochester, N. Y__-- ee Daas ‘ 3s eae 
NG) a a a a ra a tm Ree 


i0o0me 


60 
55D 
100 
oO 
5D 
70 
105 
50 
75 
226 
115 
127 
60 
85 
215 
80 
115 
75 
105 
245 
150 
210 
180 


to 
105 
210 
140 
55 
150 
185 
170 
70 
100 
85 
110 
140 
TD 
50 
100 
140 
90 
65 
50 


210 
370 
105 

65 


70 
60 


. 
65 
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Milner Hotel System—Continued 
Earle Hotel, Asheville, N. C__.------- weve. 2 ib ceEh iss 
MAYO: TEOECL BEMORG,, Dee Ci en wkiwitcn isnt Cwktletaiedln chitin cittnsbl eigen 
MeAinin- Botel.. Raleign...N,~ Quins <nntkd aid Gheiiec adwtplle cued 


Earle Hotel, Salisbury, N. C-.------- seta actin cre hehe eae amcsttedtpatenttele 
Milner Hotel, Akron, Ohio______-__~_~- iuhawepdiilaanek idee be Sahl eehs 
BALINOe- - EEOC - COD TODs | CIO ciciecisicnteninbdbinkesiienindsbtibdeadiaiabiodtes 
Ravie Hotel Cincinnetl. Cie anced nde du adbeast adedabiates 
Milner Hotel, Cincinnati, Ohio ____-- alas etiaiaiet ata! ibid tet Th! dhdes 
Colonial Hotel, Cleveland, Ohio__- cecvasssisan ab ccinideex cteltadek lake cxdielics dinette: 
Earle Hotel, Cleveland, Ohio._......--. ~~ ill eas Sol a th te Eo as 
Perms otel, Cleveieee, ORids <n nce ei okt. aes 
Milner Elotel,- Colmes, CiOikincecenwcnwdadandbidesawd_dsiablaeie 
Reid Hotel, Columbus, Ohio___------~_~- ititibeet eS bad hS tee 
Earle Hotel, Dayton, Ohio__.___- iimtaicadatenianlt hale ee ele Se cals 
Milner Hotel, Dayton, Ohio-- manelibdeuliabeads sa aihehbiinddbatal edd sbdes dined 
Hamilton Hotel .ccRmMiten, OD10W..weid duckies ceindindeoeda 
Cambrian Hotel, Jackson, Ohio- indddes pede: wesc ateedes 
Milner Hotel, Lancaster,- Olio... inc edad sista ald Siiied 
Milner Hotel, Lima, Ohio = isinteatatainttacebhnn tae £5. de ssh Speke 
Waldo: IGE, ~-BiiO Cie ai ks ve wieicrerrietireinaneiiidnittitenuaweble dined 
Milner Hotel, Marion, Ohio _- Sepa Stic) ie ic abihinde cockpits Shaaaie 
Earle Hotel, Middletown, Ohio. _-~_- sd ebsites ae 
Milner Hotel, Sandusky, Ohio cai a Ae a ill cat te aaa hw De 
RAs DOC 1 + Rn. CRIN is cacnc si tease areata ase ens oni de sebeanabigeie tae aiienieal 
Argonne Hotel, Toledo, Ohio_- Zaina ciuenk liduastiaad ea aeomiieen 
Milner Hotel, Toledo, Ohio- el : 2 i nla ah ane Eee 
Karle Hotel, Youngstown, Ohio Kodo Diecetd exe baccctpal bacate eam omen ae 
Oxford Hotel, Enid, Okla 3 ssa stains Aes babi van Biag ae a ainté 
Earle Hotel, MeAlester, Okla__- see eat a te. tee’ ete 
Milner .aotel.. BUR OOe. ORIG... isis. cosizing nada die tee blncticecctstadallonwss 
Milner Hotel, Oklahoma City, Okla_- ‘pastel ad anste ate tits wes 
Og: SEG), 2 OFRRG, CRE. ccnenmitincdnnndlawinpemiideinnactiodtnnacbnags 
ey et meee. CRC OU ss ce see aidad ecg gpnicbaslceanenliuie blo 
Pereina. 21000), POTEQNG, “COR. ee cities areiandin ete ete, 
Taft Hictel. Portiana. Ofer... .~....-.- periecnodcaschcnase a eae 
Earle Hotel, Allentown, Pa__--- ee cl alr i ae ices 
Milner Hotel, Allentown, Pa... 1... . si ticdibacada dics ct ties nk alr 
BRR | ECU. OI Naat i uel et cenit eee oo = 
Milner Hotel, Erie, Pa : : oe ee eee 
Milner Hotel, Harrisburg, Pa -____-~- oh Beha ta adobe ck et Se he = 
Earle Hotel, Lancaster, Pa__-- ede \ s aise ed i 
Leslie Hotel, New Castle, Pa 5 ow wee 5 oe ee 
Milner Elotel, Norristown, Pa : co eerie s 
Earle Hotel, Philadelphia, Pa___- aa oe ie haat Elo 
Majestic Hotel, Philadelphia, Pa_ _--- Weep e eee ar 
Milner Hotel, Philadelphia, Pa pao ay ses ee 
Parker Hotel, Philadelphia, Pa. ____~- Bm wiaabiah k wigthin meee eon bi 
Earle Hotel, Pittsburgh, Pa____. sitesnecs!, ba IN od ie oe —" 
Earle Hotel, Pottsville, Pa. __- tal eee: we éakineneembadc dae 
Milner Hotel, Scranton, Pa erinleziti qed asad es eit k 
Milner Hotel, Untontow#l; — PQs ccnacnccenedecnnntawilecendiglee 
Milner Hotel, Wilkes-Barre, Pa___- im ; PS. oA tite ae 
Hartie t0te Wikinmepett, Pe. - cmimncancmatenadelyind fal 
Milner Hotel, York, Pa safaris ath ro. aid gi 
Earle Hotel, Providence, R. I____- ia fees aD ied ea bee 
Milner Hotel, Providence, R. I____-- oe Dib. Adak a deed 
Milner Hotel, Greenville, S. C___- bLassinstewd alee de cobestoe Ld onebicabbacendiad baces yd dacel 
Earle Hotel, Aberdeen, S. Dak sre i ee aaed eet e . 
Milner Hotel, Chattanooga, Tenn_____-~ i a a a 
Watauga Hotel, Knoxville, Tenn ___- i ati ‘ ss 
Earle Hotel, Beaumont, Tex _- saciid is teas a ai saat a 
Earle Hotel, Brownsville, Tex Pail dapa lata : sar aa a A a 
Earle Hotel, Dallas, Tex Scaneeunbeemeagehieeieemannedeiieaniirenetie ge eae 
mtner Becce., BUre wort, 2es........ hee aes 
Milner Hotel, Galveston, Tex ____ aed ee Se eee ee 
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170 
120 
120 
200 
130 
120 
150 
195 
145 
5O 
65 
70 
5S 
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110 
60 
75 
65 
90 
100 
155 
65 
200 
116 
85 
135 
175 
117 
120 
88 
69 
5D 
90 
45 
115 
115 
100 
95 
115 
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65 
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40 
90 
60 
70 
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Milner Hotel System Continued Rooms 
Earle Hotel, Houston, Tex ‘ si J Ch ccatie 120 
Milner Hotel, San Angelo, Tex_- oh ‘ ‘ 1() 
Milner Hotel, San Antonio, Tex wd ba Sa 70 
Karle Hotel, Sweetwater, Tex _ ; 3 2 bs 75 
Karle Hotel, Waco, Tex . : Pre " . oa 70 
Earle Hotel, Wichita Falls, Tex = a hace 140 
Milner Hotel, Wichita Falls, Tex aes a ee a 50 
Earle Hotel, Ogden, Utah—-_- il lia eee i Sal ; Jeane ened 100 
Milner Hotel, Ogden, Utah - ical 90 
Milmer Hotel, Salt Lake City, Utah—- i dh da Selgrhe decid hare 90 
Milner Hotel, Norfolk, Va si cue}. , sat! SO 
Earle Hotel, Petersburg, Va__-_---- a a a BE Ee 5D 
Milner Hotel, Petersburg, Va ed , c 60 
Earle Hotel, Richmond, Va_-_- ; ‘i . . = 100 
Barle Hotel, Roanoke, Va ‘ : 105 
Penbrook Hotel, Seattle, Wash ; . 145 
Milner Hotel, Fairmont, W. Va “a : 45 
Milner Hotel, Huntington, W. Va : pita ted iva taal 125 
Milner Hotel, Wheeling, W. Va ‘ : : R85 
Milner Hotel, Janesville, Wis 42 70 
Milner Hotel, La Crosse, Wis_-- , he ; 60 
Juneau Hotel, Milwaukee, Wis wonkhcete saber aie 7D 


Mitchell-Foster Hotels, C. H. Mitchell, president; E. M. Foster, vice president ; 
R. M. Foster, secretary-treasurer ; executive offices: Jefferson Square, Ottumwa, 


Iowa: 
Rooms 


Abraham Lincoln, The, Springfield, Ill wall ‘ 350 
Jefferson Hotel, Iowa City, lowa__-_- _ pbb Dsea shies es 200 
Iowa Hotel, Keokuk, Iowa____- pitlntengeraial iat wns 200 
Russell-Lamson Hotel, Waterloo, lowa b= dati 4 aialsd 350 
Park Hotel, Madison, Wis ssaathy ‘ 250 
Foeste Hotel, Sheboygan, Wis 200 


Mosby Hotel Corp., Harry F. Lose, president and general manager; V. A. Fank- 


hauser, vice president; executive offices: 7th at Jackson, Topeka Kans.: 
Rooms 


Hotel Jayhawk, Topeka, Kans__-_~_- ae 58 . + BD 
Jayhawk Junior Hotel, Topeka, Kans ; 50 
Hotel Jayhawk, Third, Junction City, Kans : 10) 


Mueller Hotels, H. H. Mueller, operator; executive offices: Muscatine Hotel, 
Muscatine, Iowa: 


Rooms 


Allison Hotel, Cedar Rapids, Iowa aac = 150 
Franklin Hotel, Des Moines, Iowa auth ll ieee sas 150 
Muscatine Hotel, Muscatine, Iowa .______.__________- : Se 125 
ia Creoese tote. La Orosse, Wis.........<........ RES ONe : 105 


s. Q. Myers, & Sons Hotels, S. L. Myers, president; W. H. Myers, secretary- 


treasurer ; executive offices: Greenville Hotel, Greenville, S. C.: 
Roomesr 


Albemarle Hotel, Albemarle, N. C_-_~_- = ‘x ; a 60 
Concord Hotel, Concord, N. C ‘ as el al = a ad 60 
Carlheim Hotel, Lenoir, N. C ee ae el oe ates daha Be lene TD 
Colonial Hotel, Florence, S. C cs , ; jeter Sl ee 110 
Colonial Court Hotel, Greenville, S. C______- . ‘eis ieeek 455 
Grreenville Hotel,’ Greenville, S. C i a ae ees ela ae cn 225 
Andrew Jackson Hotel, Rock Hill, 8. C estilo a 79 


Andrew Jackson Court Hotel, Rock Hill, S. C : Lt ae 20 
Mt. Vernon Court, Sumter, S. C_____- 5 


Tip Newell, secretary-treasurer and 


The New-Bell Hotel Company, Inc., J. 
general manager, executive offices: Grayson Hotel, 402 North Travis St., 
Sherman, Tex.: Rooms 
Magnolia Inn, Magnolia, Ark_- sk alate ana alaeesiatane leas sili nauk acid seed 84 
Washington Hotel, Greenville, Tex oaieabestctath cosenanils sien eacannenctaaie cin 100 
Cavalier Lodge, McKinney, Tex. _--_____~- nn clap Sagitauen mnigiaaatta sees 
Grayson Hotel, Sherman, Tex___.--___---_- 100 


1 Affiliated. 


FAIR LABOR STANDARDS ACT 305 


Albert Noe Hotels, Albert D. Noe, Jr., founder, Albert D. Noe III], general man- 


ager, executive offices: The New Southern, Jackson, Tenn. : Rooms 
The Owensboro, Owensboro, Bynn.nndui lou ec Jd ; 150 
The Read House, Chattanooga, Tenn.--_...-----~-~ Wit. Sut JesG 418 
The: New Southern; Jackson, Tebmeiiwi. tic le Bs 250 
The Roe: Jackson, “Peltz << cesannnank hie : ; 10) 
-acific Western Hotels Corp., Craig P. Smith, president, executive offices: 825 
Sutter St., San Francisco 9, Calif. : Rooms 
Carmel Valley Inn,.Carmel Valley.) Cath iasi sets ce sein cd lta nD 
The Biltmore, San Francisco, Calif si sapdébaces ual’ 100 
The Commodore, San Francisco, Calif.__-.......-_--- ak Jaa 150 
The Lombard, San Francisco, Calif_- pit eatiz sees ptt y 125 


Packard Hotel Co., Arthur J. Packard, president and treasurer, executive offices : 


Hotel Curtis, Mount Vernon, Ohio: Rooms 
Ce Es es Cs dip deakis ss eacece si inaiell gintimapsiedixnenetnan aimee 60 
Phoenix Hotel, Findlay, Ohio-- i iacadiahinidiadtiee smite 100 
Curtis Hotel, Mt. Vernon, Ohio_~—- aia aie ae ies ee 75 
Fort Piqua Hotel, Piqua, Ohio____---~-~~- aes ea tua ae ao 100 
Shawnee Hotel, Springfield, Ohio__...----- cel ks : 200 
Marsh Hotel, Van Wert, Ohio - i. bi Sea 75 
Ohio Hotel, Wooster, Ohio___--- arcana ; ; fie 80 

J. H. Park Hotels, J. H. Park, owner, executive offices: Kingsport Inn, Kings 
port, Tenn. : Rooms 
Clement Hotel,’ Opelika, Ala_.__--- ~~~. Si a ee ote L100 
Noble Hotel, Blytheville, Ark. -~- iereiacetidich aiiadcation Sati caiiaceal 150 
Camfield Hotel, Greeley, Colo__-_-- een asain ation : 150 
Park Hotel, Beardstown, Ill wan wepmmtte Us. weber dens ae oe : SiGe 50 
Southern Hotel,’ Frankfort, Ky ON i tae . 60 
Pine Tree Inn, Bogalusa, La dannd eatin . 100 
Jefferson Davis Hotel, Vicksburg, Miss__-_- - Gi ec : 150 
Te at 100 
Homestead Hotel, Kingsport, Tenn. _----___- alee ae cee ee ee : TH 
Ringsport Inn, Ringsport, Tenn... -...-..-..... sas . ; 100 
Arp: EI TI I i a a 100 
Park Lane Properties Co., Francis X. Edwards, general manager, executive 
offices : 550 Geary St., San Fraficisco 2, Calif. : Rooms 
Brocklebank Apts., San. Prancisce,. Califano. onincemsieiiniensiaciesasin 
El Cortez Hotel, San Francisco, Calif.......-....__.._- maiiks: ate 182 
Park Lane Apts., San Francisco, Calif......_.......___-. ae ee 
Sutter Hotel, San Vrancieco, Calif.iic.dsindis ames. ccee istepoades 208 
Phillips’ Hotels, Walter E. Phillips, owner, executive offices: Hotel Bryant, 33 

West Elm St., Brockton 52, Mass. : Rooms 
APURROTe TeOues, "SPC UOn: TU ee ee ei 51 
Hotel Bryant, Brockton, Mass_____.-----_- hides eee TPS BS tS: 100 
RIL: RII, SRRUUCIINIR, «IRIN cs scieasciniles ee ettinscsiininkencisiinircsarns neaoteeaccetce alas 


Pick Hotels Corp., Albert Pick, Jr., president, J. E. Moss, vice president and 
treasurer, H. J. Steenrod, secretary, headquarters: 20 North Wacker Drive. 


Chicago 6, Ill. > Rooms 
Hotel Bankhead, Birmingham, Ala__._.-____.__-_______ Pereee 350 
Holiday Inn Hotel, Colorado Springs, Colo._.......---.______. 104 
The Lee House, Washington, D. C_________- i i i te i a 250 
Albert Pick Hotella, Miami Beach, Fla_--_.______________________. 32 
Congress Hotel, Chicago, Til_-_______ sibs tite Edi becacd enhiadtheiidn ites ee 
Hotel Georgian, Evanston, Ill ~____- pS Decals Jee ab 400 
Bdge-<)’-Town) Motel, Bockford,. Bh. ~sssinses. iain 62 
Hotel Antlers, Indianapolis, Ind_ lead etpidiskieadeig i Re Ee tea 250 
Hotel Oliver, South Bend, Ind__--~~-_--~-__~ om 300 
Hotel Capitol, Tokepa, Kans__--_- Lcaddoe a i td ks rds death tp hon 100 
ELGG) TEENUNS, YTUGGRR, TRADB es ncnnnnnnsnnninnsdnuanue edad 300 
Hotel Heidelberg, Baton Rouge, La- (tnaitgaectcsiadd eld eed ceed 250 
Hotel Istrouma, Baton Rouge, La___- nici vas demtitetant cd 200 


1 Hotels owned and leased out by J. H. Park. 
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Pick Hotels Corp.—Continued Rooma 
Hotel King, Baton Rouge, La_-__- ee ee ee ee 175 
Hotei Fort Shelby, Detroit, Mich___ she aia ees bist iiaia cect tteecaeelset Oe 
I a saa relat hci baits eases aieemtiy’ inal 300 
Hotel Nicollet, Minneapolis, Minn _-----_-_____- eae rs 600 
Holiday Inn Hotel, Natchez, Miss____-----_- ee ici pcan Rape o2 
Hotel Mark Twain, St. Louis, Mo_---- iiitaal ais eighs ahaa touilineenman 300 
Inn Ore” =" ss scien ahaa 400 
Hotel Belden, Canton, Ohio... ....=-~-- wet a PETA A Le se es 200 
Hotel Fountain Square, Cincinnati, Obibi faci bation fs pane 250 
oon. career. Cheverand, Ohi0.....40...00220524--~ i... iek LAT oo 600 
Hotel Fort Hayes, Columbus, Ohio-__ BUAlOsd tee ceeded | SO 
Seen en UE OE ADEN), o cwietatnueissiaiie eco lew ew Ee hunts 400 
Hotel Fort Meigs, Toledo, aa cae siping 250 
Hotel Pick-Ohio, Youngstown, Ohio_-.-___--~-- de acricestuhacchiiy alas oases 400 
Peter ET CRL,.-S RGGI IN Ric cc cicinn asm eee nen ped eete 600 
Holiday Inn Hotel, Chattanooga, Tenn es sae ee 104 

Portnof Hotels, L. Portnof, S. Portnof, executive offices: Coliseum House, 228 

West 71st St., New York 23, N. Y.: Rooms 
EN ee UT i . fe tae 300 
I RIT a ets) mnie eaccgransii ones 300 
Emerson Hotel, New York, N. Y_- a i ti ae 300 
Murray Hill Hotel, New York, N. Y_-------- Boe ; , 150 
Park Plaza Hotel, New a 7 =. eee es a : 315 
Woleott Hotel, New York, N eer ; ; 5 285 


J. B. Pound Hotels, J. Garnett Shes chairman of the board, executive offices: 
Patten Hotel, 1 East 11th Street, Chattanooga 1, Tenn.: 


Rooms 


Seminole Hotel, Jacksonville, Fla = FA thee sas - 300 
De Soto Hotel, Savannah, Ga ies sp reneeyg come 5 Ve ae 300 
De Soto Beach Hotel, Savannah Be ach, Ga 100 
latten Hote I. Chattanooga, Tenn = 1() 


Powers Brothers Hotel Co., F. Urban Powers, Thos. L. Powers, Edw. P. Powers. 
Executive offices: Powers Hote +1, 400 Broadway, Fargo, N. D.: 


Rooms 


Fargoan Hotel, Fargo, N. Dak_________--_~- bad. athe a 75 
Gardner Hotel, Fargo, N. Dak__________~ — hee io 180 
Perens armen. IN. Bes ee ee. 150 


R-G-S Hotels, Carl E. Roessler, O. P. Greathouse, ( ‘ari G. Stifel; executive offices: 
224 North Fourth Street, St. Louis 2, Mo.: 
Rooms 
St. Nicholas Hotel, Springfield, Il a ' ; , 250 
Black Hotel, Oklahoma City, Okla__..__--___- sprcicaai 200 
Tulsa Hotel, Tulsa, Okla- ear : ea 350 
Ramsey Corporation, Robert J. ‘Ramse y, . aaeiant: executive offices: Coit-Ram 
sey Hotel, Oakland 12, Calif.: 
Rooms 
Highlands Inn, Carmel, Calif =e al ; 100 
Coit-Ramsey Hotel, Oakland, Calif..._._____- ewe A geek ad = 150 
Alta Hotel, San Francisco, Calif_ 210 
Terminal Hotel, San Francisco, Calif.___- . ; Es 300 
Realty Hotels, Inc., Harry M. Anholt, president; executive offices: Biltmore 
Hotel, 43d Street and Madison Avenue, New York 17, N. Y.: 


Rooms 


Barclay Hotel, New York, N. Y___-- fT Ra i a i 850 
Biltmore Hotel, New York, N. Y___- OT ek Lore | aaah 900 
errno 475 


Rich Hotels, Jay B. Rich, prothhent+ 4 executive offices : 3831 Fremont Street, 
Chicago 138, ILL: 
Rooms 


selmont Apartment Hotel, Denver, Colo inde 60 apartments 


Georgian Hotel, Chicago, Il]___- ae _.. 11 rooms, 70 apartments 
Bog WEST Be TO Re | | ee oer Oe aes See _____ 60 apartments 
Rokeby Hotel, Chicago, Ill_- woabbicdk _..... 20 rooms, 68 apartments 
Westlake Hotel* Cleveland, Rocky River, Ohio____~_- : ‘ 100 


s 


Associated. 
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Richford Hotel Operating Corp., I. Morgenstern, president; executive offices: 
Richford Hotel, 67 Chestnut Street, Rochester, N. Y. : 


Rooms 


po BR A ag 2a a ae 750 
pucurora Bote: -Bocwenter, BY. oc ee sh 350 
Richford Hotel, Erie, Pa__..._________ patente saleshon Ss tela da So tis waht hice aren tnanans 400 


Richmond Hotels, Inc., Lee Paschall, president ; general offices: Hotel Richmond, 
Ninth and Grace Streets, Richmond 19, Va.: 
Rooms 


John Marshall Hotel, Richmond, Va__.....-___________________ 500 
michmond EROGGL BiCHIOG. Ven ttsecewniecomecemnee aa a len 300 
a <n Oe: UC aa sean pisaccinmeaenencbenics neces erienclumonanares 200 
King Carter Hotel, Richmond, Va iF rik hehdcvalictessesnetcinainsinattanabehd tats ida 250 
Chamberlin Hotel, Old Point Comfort, Fort Monroe, Va_____-_ bbe 300 


Arthur L. Roberts Hotels, Ruth R. Goetting, president; executive offices: Hotel 
Arthur, 301 Second Avenue SW., Rochester, Minn. : 
Rooms 


Everglades Hotel and Apartments.—(w), Palm Beach, Fla____ 60 
Seaglade Hotel,* Palm Beach, Fla_- Ss Maeda teak aca cidi prademe ae ae 48 


Villa Atlantique, Palm Beach, Fla_____.—-___- Aas ; 66 


Hotel Haven, Winter Haven, Fla___________- Sid Spec etna eres : 140 
Hotel Fowler, Lafayette, Ind__.._-___-_- i ee a es 200 
Lahr Hotel, Lafayette, Ind___-_-~ ete Pi Sa ih a 150 


Green Hill Resort—(s), Brainerd, Minn. 
Roberts Pine Beach Hotel—(s), Brainerd, Minn _ 10 bungalows, 70 rooms 
Sun Valley Lodge—(s), Brainerd, Minn. 


River Inn, The, Fergus Falls, Minn _- . webob eae 100 
Hotel Burton, Mankato, Minn - 100 rooms and apartments 
Hotel Snulpaugh, Mankato, Minn Bhtids see eck rea eeca itil 120 
Stuart Hotel, Northfield, Minn eid enti ie ed erate 40 
College Apartments, Rochester, Minn. 

ERGO: Die GEREN; ROC = NN a ii cin esas nine wa eatacta ct 100 
Hotel Rochester, Rochester, Minn iti atie as acta aac a , SO 
Reiter Hotel and Apartments, Rochester, Minn. _--________ 30 
St. Cloud Hotel, St. Cloud, Minn__ Hak kicks anda SEA civstehe ied ie kee Eat ie 175 


Royal Crest Hotels, C. W. Finck, president ; Emanuel Finck, vice president ; Mil- 
ton Finke, managing director; executive offices: Abbey Hotel, 151 West 51st 
Street, New York 19, N. Y.: 

Rooms 
Abbey Hotel, New York, N. Y_- eek ee Sick niga oe $50 
King Edward Hotel, New York, N. Y__-- sas petias hoary 300 
Shelton Hotel, New York, N. Y eaten saeese 4 eit ta ee 
Onondago Hotel, Syracuse, N. Y_--- es : = os 500 


Ruttger Resorts: executive offices: Brainerd, Minn.: 


Rooms 


Ruttger’s by the Sea—(w), Fort Lauderdale, Fla ; 54 
Ruttger’s Birchmont Lodge—(s), Bemidji, Minn ; * ae 30 
Ruttger’s Pine Beach Lodge—(s), Brainerd, Minn _cottages 31 
Ruttger’s Bay Lake Lodge—(s), Deerwood, Minn a ae 65 
Ruttger’s Shady Point Lodge—(s), Pequot Lakes, Minn_____- : 35 


SR Hotels, Harry Silverman, president; Sol Rich, vice president; BE. L. Wenzel, 
secretary-treasurer ; executive offices: Hotel Planters, 19 North Clark St., 
Chicago 2, Ill. 


Rooms 


Acacia Hotel, Colorado Springs, Colo... __—- ‘ ; Ma 150 
Whitman Hotel, Pueblo, Colo______-__ i. 35 4 Edt : 150 
Planters Hotel, Chicago, Ill_- : : = 200 


Roosevelt Hotel, Lansing, Mich 


O50 


Associated 
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Sarno Associated Hotels, Herman B. Sarno, president; executive offices: 119 
Broadway, New York 1, N. Y.: 


Rooms 
Hollywood Knickerbocker Hotel, Hollywood, Calif 3 HOO 
Atlanta Terrace Motel, Hapeville, Ga - 
Douglas Hotel, Newark, N. J 350 
San Carlos Hotel, New York, N. Y =A 250 
Carlton House Hotel, Pittsburgh, Pa a S00 
Augusta Terrace Motel, Clearwater, S. C — 
Ford Hotel, Toronto, Ontario . ; 675 
Prince Edward Hotel, Windsor, Ontario k 300 


Schimmel Hotels, A. Q. Schimmel, president; executive offices: Cornhusker 
Hotel, 301 South 13th St., Lincoln 1, Nebr. : 


Rooms 


Custer Hotel, Galesburg, Ill__-- : 200 
Lincoln-Douglas Hotel, Quincy, Ill 175 
Town House, Kansas City, Kans catiecaan YO 
Lassen Hotel, Wichita, Kans oi : 350 
Cornhusker Hotel, Lincoln, Nebr : 200 
Blackstone Hotel, Omaha, Nebr ai ; O00 


Schine Hotels, G. David Schine, president and general manager, executive offices : 
120—24th St., Miami Beach 39, Fla.: 


Rooma 


Ambassador Hotel, Los Angeles, Calif 600 
McAllister Hotel, Miami, Fla : s pg ad 500 
Gulfstream Hotel Apts. & Cottages, Miami Beach, Fla__- seisihe 100 
Roney Plaza Hotel, Miami Beach, Fla i _ 2t5 
Northampton Hotel & Wiggins Old Tavern, Northampton, Mass 125 


Schroeder Hotels, Walter Schroeder, president; executive offices: 201 East 
Michigan St., Milwaukee 2, Wis. : 
Rooms 


Vincent Hotel, Benton Harbor, Mich : 150 
Duluth Hotel, Duluth, Minn ; A 10 
Calumet Hotel, Fond du Lac, Wis . oe. ee Do 100 
Retlaw Hotel, Fond du Lac, Wis ; saialaidien ceil ia Te Ae eke 250 
pe ET eS Le a; | a ee es a a 350 
Onn RIES ERNIE MRR ERUO DN i a c etemicrn Shee ; 400 
Astor Hotel, Milwaukee, Wis_- eet ae 2a 550 
Schroeder Hotel, Milwaukee, Wis i epee elie | ‘ SHO 
Wausau Hotel, Wausau, Wis__- eat portals ioc ha 275 


Sheraton Hotels (Sheraton Corporation of America), Ernest Henderson, presi- 
dent, executive offices: Sheraton Building, 470 Atlantic Ave., Boston 10, Mass.: 


Rooms 
Sheraton-Town House, Los Angeles, Calif sci a eae 325 
Huntington-Sheraton Hotel, Pasadena, Calif i 452 
Sheraton-Palace Hotel, San Franciffisco, Calif___ a 700 
Sheraton-Park Hotel, Washington, D. C. i seen 800 
Sheraton-Carlton Hotel, Washington, D. C_____ 250 
Sheraton Hotel, Chicago, Iil____- hes ie aes a SS eq St ots 500 
Sheraton-Blackstone Hotel, Chicago, Ill._______.___-___ st 400 


Sheraton-Lincoln Hotel, Indianapolis, Ind____________- eee 100 
Claiborne Towers, New Orleans, La 


Sheraton-Belvedere Hotel, Baltimore, Md___________ be db S00 
Sheraton Plaze Hotel, Boston, Mass___ pao SS ES gels 450 
Beaconsfield Hotel, Brookline, Mass_____..________ bs cite Om 200 
Sheraton-Kimball Hotel, Springfield, Mass______- chia 3 : 400 
Sheraton-Cadillac Hotel, Detroit, Mich____ i an cos Seite 1200 
Sheraton-Jefferson Hotel, St. Louis, Mo_______- ad R50 
Sheraton-Ten Eyck Hotel, Albany, N. Y__-__________- 2 400 
Sheraton Hotel, Buffalo, N. Y : Zo = 260 
Sheraton-Astor Hotel, New York, N. Y ee ; e 1000 
Park Sheraton Hotel, New York, N. Y ae ; 1600 
Sheraton-McAlpin Hotel, New York, N. Y___--______ . aoe 1500 


FAIR LABOR STANDARDS ACT 309 


Sheraton Hotels—Continued Rooms 
Sheraton-Russell Hotel, New York, N. Y¥ ae, 200) 
Sheraton Hotel, Rochester, N. Y--- ‘ ; 350 
Sheraton-Mayflower Hotel, Akron, Ohio to 
Sheraton-Gibson Hotel, Cincinnati, Ohio__- L000 
Sheraton-Biltmore Hotel, Providence, Rh. I i r 500 
Royal Connaught Hotel, Hamilton, Ontario 1) 
Foxhead Inn, Niagara Falls, Ontario a 
Sheraton-Brock Hotel, Niagara Falls, Ontario ; 300 
King Edward Hotel, Toronto, Ontario SO) 
Laurentien Hotel, Montreal, Quebec Lido 
Sheraton-Mt. Royal Hotel, Montreal, Quebec ; 1100 


Eppley Hotel Division, Eugene C. Eppley, chairman of the board; executive 
offices: 18th and Dodge Sts., Omaha, Nebr.: 
Rooms 


Montrose Hotel, Cedar Rapids, Iowa 350) 
Clinton Hotel. Clinton, lowa > nas Te J 100 
Lafayette Hotel, Clinton, lowa_- 7 2) 
Chieftain Hotel, Council Bluffs, Iowa 2) 
Talleorn Hotel, Marshalltown, lowa__-_--~- POO) 
Martin Hotel, Sioux City, Iowa : et i id . 3™) 
Warrior Hotel, Sioux City, Lowa ; - 300 
Seelbach Hotel, Louisville, Ky ; al 2. oie at : 500 
Elms Hotel, Excelsior Springs, Mo _-- ial se Git. dhe: 300 
Oaks Hotel, Excelsior Springs, Mo ‘ bose Alsi se Bint 3k 150 
Evans Hotel, Columbus, Nebr = [ ' : i - 100) 
Capital Hotel, Lincoln, Nebr_-.—- - vecere ap 300 
Lincoln Hotel, Lincoln, Nebr-_- > : : 200 
Madison Hotel, Norfolk, Nebr __~_- P es 150 
BUCCI DURE. "PUMICE TIN a ees n oe nant eae oe a ea deals a cael {00 
Logan Hotel, Omaha, Nebr___~_- bid _(rooms and apartments) —_ 250 
Rome Hotel, Omaha, Nebr ae SM RAD Ri el Ni le NaN 300 


Lineoln Hotel, Scottsbluff, Nebr a ete eh omer : aa) 125 


William Penn Hotel, Pittsburgh, Pa boxer ars APL ne <M 
Alex Johnson Hotel, Rapid City, S. Dak_-_ eas : ets 250 
Carpenter Hotel, Sioux Falls, S. Dak___-_-__- Suasetaenpbans sab shsitece acces aaa 200 
Cataract Hotel, Sioux Falls, S. Dak__ wae Siehitmiaie in cee 225 


Hotel Sherman, Inc., Frank W. Bering, chairman of the board: James A. Hart. 
vice chairman; Pat Hoy, president; Gene Barrett, vice president and genera! 
nuanager; executive office: Hotel Sherman, Randolph St. at Clark, Chicago 1 
575. * 

Rooms 
Hotel Ambassador East, Chicago, Il] -_--________ Scared age 392 

ae ioe 315 

si ance I a a 1501 

Sherrard Hotels, Glenwood J. Sherrard, president and managing director: 
executive offices: Parker House, 60 School St., Boston 7, Mass. 


Hotel Sherman. Chicago. IlI___- 


Rooms 
Sellevue Hotel, Boston, Mass_______ dees 
Lincolnshire Hotel, Boston, Mass i a a a ht ; 1) 
Parker House, Boston, Mass______- ; 600 


Eastern Slope Inn, North Conway, N. ieee See fs 110 


ky. S. Shuck Hotels, E. 8S. Shuck, owner; G. W. Cherry, secretary-treasurer ; 
executive offices: The Dimeling Hotel, Clearfield, Pa. 


Ue Sie Rt) Aer) eee oe | B00 


Rooms 
The Dimeling Hotel, Clearfield, Pa_ 


= . oo a Ti i 150 
Volager Motel, Clearfield, Pa___- ss fe ibiihecila a ee iene de 20 
The Philips Hotel, Philipsburg, Pa- sti ities ane hi et ee 150 
Quemans Tease, Geen. Pa... 30 


James Barker Smith Hotels, James Barker Smith, operator: executive offices : 
Wentworth by-the-Sea Hotel, Portsmouth, N. H. 
Rooms 
General Whipple House, Portsmouth, N. H__. 
Rockingham Hotel, Portsmouth, N. H______________ 
Wentworth by-the-Sea Hotel, Portsmouth, N. H_-_ 


ae ed RO 
Le A ee 200) 
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Roger Smith Hotels Corp., O. A. de Lima, president; executive offices: 151 
East 50th St., New York 22, N. Y. 
Rooms 


I URS EE ON A ss sasiiclinl ented dinleies 135 
Sp | SIE OCIDate etanapesdoiwnre renal piecbensh tpiwinerei 89 
ear Re OE, WO RDO, 0 NI i sa cc dev eens eer sew nsentnen 160 
IOI, crn PU UC craic elashiguemeiegheratii Seeicnioes 50 
eee Genre ee, Wee, 12D, AD a... wtrvcaebucdicnaneiabesasenasbeiihiwtninmuneede 220 
Roger Smith Hotel, Holyoke, Mass____..-.....--...____- hit alinccaiaid i 134 
Bocer pmith Hotel. New Brunswick, N.. J... ...... nc ene cue 102 
Spree mr RO, TONY No cc dence eres ee accra me aie ene 500 
Romer Smith Hotel, New York; N. Y.._.............. re , 190 
eer ES OS WU EI EN I i cSccce knees coeindins ems eiepmarnavenenreee 100 


W. B. and H. J. Smith Hotels, Walter B. Smith, president; executive offices: 
Brevort Hotel, Illinois and Ohio Sts., Indianapolis 4, Ind. 


Rooms 
Exchange Hotel, Huntingeton, Ind. ...................-. 


Brevort Hotel, Indianapolis, Ind___- ee eine Soc wit 100 
Lorraine Hotel, Indianapolis, Ind___--- a a A oe 100 


Southern Hotels, Inc., H. 8. Ford, president; executive offices: Holt Hotel, Sth 
and Ohio Sts., Wichita Falls, Tex. 

Rooms 

Motor Inn Hotel, Lubbock, Tex_- eed Srieed Bie J 65 

I ren RD U REOURIND TO i ce etic ch keepin a 200 

oy I Oe a er Bri ee aes 200 

Se ren GP i essa cee re a 250 


Southwest Hotels, Inc., H. J. Burford, general manager; executive offices: Hotel 
Marion, Little Rock, Ark. 


Rooms 


Majestic Hotel, Hot Springs, Ark.__....________.___~__ : 400 
AiDere Fame eeOcen, tavae mock, Ark... 0. cenne ; 250 
Gray Beenie boo, Tacs Bock, Ark... 3 meen en enn 300 
Lafayette Hotel, Little Rock, Ark______-_~_- iivatidanacteaisciatire athe ics nate 300 
Marion Hotel, Little Rock, Ark_____-__ Seas ares a : : 500 
Continental Hotel, Kansas City, Mo ar ee ee ae en 350 
Nee ee en ot cdhcempenesunapes azeneneAlimwanamiiuinanen 250 


Spencer-Taylor Hotels, Morton 8S. Wolf, president; Charles 8S. Wolf, secretary- 
treasurer; George A. Fetchman, vice president; Theodore A. Cooke, comp- 
troller; executive offices: 465 Park Ave., New York 22, N. Y. 

Rooms 


Madison, The, New York, N. Y- ; eae a 400 


One Fifth Avenue, New York, N. Y__. a LA sheer be 500 
teaux Arts, New York, N. Y----- Dn ee ee 7 800 


Mayflower, New York, N. Y- ee oe 650 


Langdon Hotel, New York, N. Y ants hi ‘ 175 
pment semanas TUM) UI WIN Pi ns re ee en er aderiie Asus wich 300 
Pn rN OS Ds ged a stein chiens maining 4 250 
Peter Cooper, New York, N. Y............ ea te ae 300 
eI, PI IN oo a des a bbe ls or mvoee ns a 600 


Statler Hotels Delaware Corp., Conrad N. Hilton, president; see listing of Hilton 
Hotels Corp. 


Sterling Hotels System, Andrew J. Sordoni, president and general manager; 
Andrew J. Sordoni, Jr., vice president; Harry W. Clark, executive vice presi- 
dent, general operating manager; executive offices: Hotel Sterling, Wilkes- 
3arre, Pa. 


Rooms 
Arlington Hotel, Bighamton, N. Y_-_--___-_-_~~- i a ae 350 
PE = csceies ceciniesits tv lee ti ei mccain cs el dence 350 
Mamiiton ti0tel; Allentown, Pa... nnnnn eee salcalacestaaNGs celine 64 
eR, seus, eeeeeOn PO ee tte bi 168 
IS I UNO Ph ao Sieh siecle eles cnc enendeisheneiueuniels pe 50 


Sterling Hotel, Wilkes-Barre, Pa................._.-- g 450 
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Stiles Hotel Co., Cliff F. Stiles, J. A. Stiles, John Stiles, Walter C. Green, Sr.; 
executive offices: Hotel Redmont, 2101 5th Ave., North, Birmingham 3, Ala. 
Rooms 

Redmont Hotel, Birmingham, Ala 180 
Chipola Hotel, Mariana, Fla j 114 
Dixie-Sherman Hotel, Panama City, Fla 99 
Old Dutch Hotel, Panama City Beach, Fla 32 
COST EE, Fr, I go nines ow eeccnh h wmkteed edie thm sini 143 
Georgian Hotel, Athens, Ga 125 
Baldwin Hotel, Milledgeville, Ga__. 50 
Scott Hotel, Thomasville, Ga_. 100 
Gilmer Hotel, Columbus, Miss_-— 100 
John C. Calhoun Hotel, Anderson, 8S. C 100 
Oregon Hotel, Greenwood, S. C__-- 100 


Stone-Larson Hotels Co., C. R. Larson, general manager, executive offices: P. O. 
Box 629, Grand Forks, N. Dak. : 
Rooms 
Stone Hotel, Minneapolis, Minn 100 
Claude Hotel, St. Paul, Minn 
Fargo House Hotel, Fargo, N. Dak 
Basell Hotel, Grafton, N. Dak 
New Columbia Hotel & Motel, Grand Forks, N. Dak 


Tangney-McGinn Hotels Co., E. F. Tangney, president, S. F. McGinn, vice presi- 
dent, executive offices : 512 Walnut Building, Des Moines, Iowa: 

Rooms 

Sheldon-Munn Hotel, Ames, Iowa 150 

Kirkwood Hotel, Des Moines, Iowa 300 

President Hotel, Waterloo, Iowa 250 


George T. Thompson Hotel Co., George T. Thompson, president and general 
manager, William R. Tobias, assistant to president, executive offices : Bellevue 
Hotel, 505 Geary Street, San Francisco 2, Calif.: 

Rooms 
Sonoma Mission Inn, Boyes Springs, Calif._.._______ heh SEEN! 150 
Eureka Inn, Eureka, Calif 200 
Benbow Inn, Garberville, Calif 70 
RAUCRO OTA, IBGRCIO, COLL, “WR ssi coitus 100 


Tisch Hotels, Inc., Al Tisch, chairman of board, Laurence A. Tisch, president, 
P. Robert Tisch, secretary, Herbert A. Hoffman, treasurer, executive offices: 
Traymore Hotel, 1700 Boardwalk, Atlantie City, N. J.: 


Rooms 

Americana Hotel, Miami Beach (Bal Harbour), Fla. (opening De- 
eember 1956) 470 
The Traymore, Atlantic City, N. 3 600 
The Ambassador, Atlantic City, N. - 700 
Sand and Surf(s), West End, N. J 100 
Belywont Plaza Hotel, New York, N. Y 800 


Town Hotels, Charles H. Kaplan, managing director, executive offices: 6305 
Yueea Street, Hollywood 28, Calif. : 


Barbara Worth Hotel, El Centro, Calif. ___- 
El Royale Apartment Hotel, Hollywood, Calif 
Ravenswood Apartments, Hollywood, Calif 
Don Hotel, Wilmington, Calif___- 
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Treadway Inns, L. G. Treadway, chairman of board, Richard F. Treadway, 
managing director, John F. Treadway, assistant managing director, David 


in 


F. Treadway, director of sales, John S. Packard, director, resort division, 


Andrew Vitali, director, institutional feeding division, executive offices: 73 
Tremont Street, Boston, Mass. : 

Rooms 

Royal Park Inn & Guest Houses, Vero Beach, Fla__----~- Re 60 


The Lord Jeffery, Amherst, Mass : J) 75 


eee — = iw 
Angover-tan, Aneover, Meee. 35. ose 2 rf 50 
Treadway Jin at North Falmouth (s), Cape Cod, Mass. 

Rooms sec Sede - SP LIRR bed ct had Lice 25 

Cottages______ sic F eceatines 25 
1812 House (s), Framingham, Mass___-._________ Rpeee sere ee sees s 
Wy eee - 2am -Wmemstown. Manso 15 
Toy Town Tavern (s), Winchendon, Mass__- acta 4 60 
Long Trail Lodge (s), Pico Peak, Rutland, Vt... --.----._--_._..__ 30 
Long Trail Ski Chalet (w), Pico Peak, Rutland, Vt.._.._...__.___-_ 16 
Cooper Inn, Cooperstown, N. Y_---- abedineniscets 43 


The Otesaga (s), Cooperstown, N. Y---.-------- ae atoll 140 
Treadway Inn, Rochester, N. Y~_- wmiciiakelitten aed iz. Li hin 141 
Treadway, Norwalk, Conn. (opening early 1957) -_- mii. seuali aes, 
E. A. Trovillion Hotels, E. A. Trovillion, owner, executive offices: New Hotel 
Greystone, Paris, Tenn. : 

Roome 
New Hotel Montgomery, Clarksville, Tenn seomabhes ssrwen 125 
New Hotel Greystone, Paris, Tenn __ _- ede nae ies ; 100 
Hotel Caldwell, Paris, Tenn___-- T5 


omnes plist pd dp am attains deenen oh tadnng > ents di tticii tinea a io 


Benjamin Franklin Hotel, Paris, Tenn 75 


B. H. Tureen Hotels, Inc., B. H. Tureen, president and managing director, execu- 
tive offices : 108 North Kingshighway, St. Louis 8, Mo. : 


Rooms 


Baltimore Hotel, St. Louis, Mo 


wesiimateedseal —_— s aane’é stteekushi kb 250 
Kingsway Hotel, St. Louis, Mo__..-_--__-_- siteealen de heseaca bic hat 300 
De Soto Hotel, St. Louis, Mo____-._---~_- ged eth wth ieee hile 200 





Utah Parks Co., W. P. Rogers, general manager, executive offices: Cedar City, 
Utah : 


Rooms 

Grand Canyon National Park Lodge, North Rim, Grand Canyon National 
PE Din i cmrciinn ein tte hi cn add bie es eid b md Mace . 230 
Bryce Canyon Lodge, Bryce Canyon National Park, Utah ; 192 
Cedar Breaks Lodge, Cedar Breaks National Monument, Utah 20 
Bi Mecsiante Motel, Cedar Olty, Utah .nwsssscceiic— neces csualssa 100 
Zion Natural Park Lodge, Zion National Park, Utah_....__________ 165 


Vance Affiliated Hotels, George F. Vance, president, John E. Graham, vice presi- 
dent and general manager, executive offices: Joseph Vance Building, Seattle 
1, Wash. : 


Rooms 
I I oO a i ee 112 
Speees TRUE COMPREEOD, WHOM on... sas Shc bees dnitischwrecniraid nan Siesta oink 150 
EE ES ee ea ea Ae eee 174 
Ridpath Hotel, Spokane, Wash.....-.....-_..~..... - ied 350 
Reem IL RRADIRIR, CU ID ec Sill a daabea bin cceabsbiesd heibidesstbldiikaseee 200 


Van Orman Hotels, F. Harold Van Orman, president ; F. Harold Van Orman, Jr., 
vice president and general manager, executive offices : Hotel McCurdy, 101 S. E. 
First Street, Evansville 8, Ind.: Rooms 

nen a RU” EU I es ocean hm inate eswwkommere . 300 
Hotel Van Orman, Fort Wayne, Ind_____________--_______ Siaumebed 300 
Hotel Van Orman-Northcrest, Fort Wayne, Ind. (under construction) 


Hotel Van Orman-Graham, Bloomington, Ind- — ae 200 
























2 Affiliated. 
Warren Hotels, 










Warren Hotel, 





Wakulla Edgewater Co., 


Harry 
Farnam at 24th Stree 
Olin Hotel, Denver, 
Alliance Hotel, Alliance, Nebr 
Hamilton Hotel, Omaha, Nebr__- 
Baraboo, 
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The Vayssie Hotels, Rene A. Vayssie, , maragng owner ; 
velt Hotel, Jones and Eddy Streets, San Francisco 2, Calif. : 
Cadillae Hotel, 
Geary Hotel, San Francisco, Calif 
Roosevelt Hotel, San Francisco, Calif 


San 








Francisco, Calif__—-- 


mdneweter Park, Mise.o co. cw ae 





Wis_ 











Western Hotels, I 









Boise Hotel, B 
Owyhee Hotel . 







Finlen Hotel, 






Benson Hotel, 
Multnomah He 






Leopold Hotel, 







Georgia Hotel, 









211 North 16th S 








Rooms__-_ 






Neville Hotel, 


Mayfair Hotel, 


Bannock Hotel, 
Northern Hotel, 


Rainbow Hotel, 


Benjamin Franklin 
Olympic Hotel, 

Roosevelt Hotel, 
Davenport Hotel, Spokane, Wash 
Winthrop Hotel, 
Cascadian Hotel, 


White Plaza Hotel, 
White Plaza Hotel, 


Woodward-Carpenter Hotels, Dorothy Woodward, president ; James D. Carpenter 
and George Woodward, 


ne., 8. 


Boise, 


Bellingham, Wash___--- 
Hotel, Seattle, WwW ash_ on 
Seattle, Wash __- 


Delmar Hotel, Omaha, 
Henshaw Hotel, 


Apartments ___-~- 
Omaha, 


Denver, Colo__._-- 
oise, Idaho_____- 


Seattle, Wash__- 


Tecoma, Was... 
Wenatchee, Wash 
Vancouver, B. C 
Hawaiian Village Hotel, Honolulu, Hawaii-_- 











executive offices, Roose- 
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Rooms 


Edward Ball, president; Roger L. Main, secretary and 
treasurer; A. P. Shoemaker, Jr., vice president in charge of operations ; 
tive offices, 1514 Barnett Bank Building, Jacksonville 2, Fla.: 
La Gonthal Tiotek* Kiem West) ies ee ee Si 
Edgewater Guif Beach Apartments, Panama City Beach, Fla___apts__ 
Wakulla Springs Lodge, Wakulla Springs, Fla 
Edgewater Gulf Hotel, 
Hotel Markham,’ Gulfport, Miss 


execu- 


Rooms 
128 
300 

30 
400 
20) 








Perlmeter, president; executive offices, Hotel Hamilton, 
t, Omaha 2, Nebr. : 


a cates er 


Rooms 





W. Thurston, president; executive offices, Olympic 


Hotel, 4th and Seneca Streets, Seattle 11, Wash. : 
Los Angeles, Calif 
Oasis Hotel, Palm Springs, Calif 
Maurice Hotel, San Francisco, Calif_—- 
St. Francis Hotel, 


Oi Pennock dn. ake ee 
Sir Francis Drake Hotel, San Francisco, Calif 
Cosmopolitan Hotel, 


Of eee eee, ee Si Aa tak ire Rue ig eee 


PRUs MN a gh a as are ats ones capmeaeaadiageaeooen: 
Billings, Mont 
Butte, Mont _____- 
Great Falls, Mont 
Portland, Oreg 
tel, Portland, Oreg 
Newhouse Hotel, Salt 


Lake City, Utah_______ 


EROTIC TUT lg ON nil on ocean clin enteepnpincigies 
Terrace Hotel Apartments, Corpus Christi, Tex., units_._.__-_-_...-_-- 
POLO: « TO Riak oc enck ik ici ie tiated lee 
MOR DRCOG. “Ret nnn biden 


Rooms 


400 
106 
200 
1, 000 
600 
425 


157 
187 
300 
225 
250 
200 
600 
400 
265 
350 
1, 000 
300 
600 
300 
200 
350 
300 


Jack White—White Plaza Hotels, Jack White, operator; executive offices, 714 
Travis Building, San Antonio 5, Tex.: 
White Plaza Hotel, ¢ 


Rooms 
250 
38 
270 
203 


Jr., managing directors; general offices, Hotel Loyal, 
treet, Omaha 1, Nebr. : 


Nebr 


I (ORIN an a doeleer ibisiasicgas alates save aie eeaaeniniiel 
Keen Hotel, Omaha, Nebr___-_~-- abate 
Loyal Hotel, Omaha, Nebr.: 


Nebr__ 


Rooms 
100 
120 
102 


150 
15 
100 
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Yellowstone Park Hotels (Yellowstone Park Co.), executive offices, Yellowstone 








































fk 
Park, Wyoming—June 1 to September 30; Helena, Mont.—October 1 to May 31: 
Grand Canyon Hotel—(s), Yellowstone Park, Wyo____--_-_________- 
Grand Canyon Lodge Cabins—(s), Yellowstone Park, Wyo______-_-__ —____ 
Grand Canyon Tourist Cabins—(s), Yellowstone Park, Wyo--__---___ —_ ~~ 
Fishing Bridge Tourist Cabins—(s), Yellowstone Park, Wyo___---_-- Lids ok 
Lake Hotel and Cottages—(s), Yellowstone Park, Wyo______--____-_~_ 275 x 
Lake Lodge Cabins—(s), Yellowstone Park, Wyo__-----------------~ ---_. r 
Mammoth Springs Hotel and Cottages—(s), Yellowstone Park, Wyo_. 250 l 
Mammoth Springs Tourist Cabins—(s), Yellowstone Park, Wyo--__ —--_-_ V 
Old Faithful Inn—(s), Yellowstone Park, Wyo__------_---------__- 400 t 
Old Faithful Lodge Cabins—(s), Yellowstone Park, Wyo__---~------ Bh aitatecs . 
Old Faithful Tourist Cabins—(s), Yellowstone Park, Wyo____---_-__-  -__-~- } 
Roosevelt Lodge Cabins—(s), Yellowstone Park, Wyo___--_--__-_ iP ! 
West Thumb Tourist Cabins—(s), Yellowstone Park, Wyo_-.------. ~---- 
) 
Yosemite National Park Hotels (Yosemite Park & Curry Co.), H. Oehlmann, 0 
executive vice president; Geo. W. Goldsworthy, superintendent, hotel division ; 
John G. Loncaric, assistant superintendent, hotel division; executive offices, I 
Yosemite National Park, Calif. : on i 
Ahwahnee Hotel, Yosemite, Calif.__._._._....._.______--_~ Ta ae 115 C 
[an ateee soeee—(8), osemite, Calif... eee 10 1 
Camp Curry—(s), Yosemite, Calif oe 625 ] 
Glacier Point Hotel—(s), Yosemite, Calif S ; : 35 
Glen Aulin Camp—(s), Yosemite, Calif., cabins_.__--._-_-_._--__..---- Ss I 
May Lake Camp—(s), Yosemite, Calif., cabins mdi ae S J 
Merced Lake High Sierra Camp—(s), Yosemite, Calif., cabins_.... ~~ 21 I 
Tuolumne Lodge—(s), Yosemite, Calif., cabins_.__.._.__-__~ Hct bees HO 
Vogelsang High Sierra Camp—(s), Yosemite, Calif., cabins fom. 10 \ 
Wawona Hotel—(s), Yosemite, Calif a 
Yosemite Lodge, Yosemite, Calif sia 20) I 
a 7 I 
Mrs. AueAse. A reference to this is seen in progress report Of SiockK t 
Exchange members Carl M. Loeb Rhoades & Co. dated June 5, 1956, ‘ 
which states: 
The hotel industry today has changed from its overbuilt and bankrupt status ’ 
of 1930 * * *. In addition, the industry has witnessed a revolution in operating 
and managerial efficiency with the emergency since World War II of the large 
chains. These expansive hotel systems * * * benefit from (1) referrals from ( 
one hotel in the chain to the other, (2) economies of mass purchasing and advel 
tising, and (3) the employment of specialized manageinent techniques, ( 
It is interesting to note that the report states that the particular : 
hotel chain referred to is undervalued in view of, among other things. 1 
the understanding of earnings through heavy depreciation charges amounting ) 
to over $4 per share. 7 
I am submitting for your consideration the latest—June 1956— 
census report on hotels, motels, and tourist courts showing that in 1954, : 
these establishments as well as sporting and recreational camps ! 
grossed almost $3 billion in continental United States.. The payroll : 


figures cover all salaries, meaning executive and managerial salaries 
as well as wages of the workers about whom we are primarily con- 
cerned. And I will offer this census. 

Mr. Ketiey. Without objection it is received. 
(The document referred to follows :) 
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PRELIMINARY TRAvE RePportT—1954 CENSUS OF BUSsINESS——SELECTIVE SERVICES 
June 1956—-Series: PS-3-8 
HOTELS, MOTELS AND TOURISTS COURTS, SPORTING AND RECREATIONAL CAMPS 


In 1954, hotels, motels and tourist courts, and sporting and recreational camps 
grossed almost $3 billion in continental United States according to preliminary 
results of the 1954 census of business conducted by the Bureau of the Census, 
United States Department of Commerce. Of this total, $2.4 billion or 80 percent 
was receipts of hotels; $457 million or 16 percent was receipts of motels and 
tourist courts; and $118 mililon or 4 percent was receipts of sporting and recre- 
ational camps. This census covered retail, wholesale, and selected service trades 
in the United States, Alaska, and Hawaii. 

Motel and tourist court receipts showed a considerable gain, with an increase 
in receipts of 134 percent in the period between 1948 and 1954. During this same 
period hotel receipts rose 138 percent. These increases compare with an increase 
of 31 percent for total personal services and 32 percent for total retail trade. 

Annual hotel payroll, which in 1948 amounted to $659 million, increased 21 
percent to $797 million in 1954. In this interval, the number of paid employees 
in hotels decreased 6 percent from 398,298 to 376,592. Annual motel and tourist 
court payroll rose 184 percent from 1948 to 1954 and amounted to $64 million 
in the latter year. The number of employees in this industry increased from 
16,972 to 36,026, or 112 percent in this period. 

In 1954, New York ranked first with 19.2 percent of United States hotel 
receipts ; California was second with 8.9 percent; Illinois third with 8.0 percent; 
Florida fourth with 6.1 percent and Pennsylvania fifth with 5.4 percent. For 
motels and tourist courts the leading State was California with 12.0 percent of 
United States receipts; Florida was second with 9.4 percent; and Texas third 
with 8.0 percent. 

The difference between the procedures used for taking the 1948 and 1954 cenuses 
probably has had some effect on the comparability of the data for these two 
periods. For example, because it was not possible to use the same means for dis- 
tinguishing between hotels, on the one hand, and motels and sporting camps, on the 
other, some of the difficult-to-classify establishments may have been classified dif- 
ferently in the two censuses. In the case of establishments with no paid employ- 
ment (a class of establishments for which no census reports were obtained but 
which were included in the census tabulations by the use of data from income tax 
records—see “Methods of enumeration” p. 8), it is likely that some establish- 
ments, which by 1948 census rules would have been classified as “eating” or 
“drinking” places, were classified in the 1954 census as hotels. This could have 
resulted because there was no means for applying the 1948 census rule which 
excluded from the hotel category establishments with fewer than 25 guest rooms 
which had less than 5 percent of receipts from room rental. As this difference in 
procedure is limited to small establishments, i. e., those with no paid employment, 
the effect is more apparent in count of establishment than in receipts or other 
figures shown in the census reports. The effect of the difference in 1948 and 1954 
classification procedures on the count of hotels is particularly marked in the 
case of Pennsylvania. 

For census purposes, hotels are defined as commercial establishments known 
to the public as hotels, primarily engaged in providing lodging, or lodging and 
meals to the general public. Hotels open to the general public, but operated 
by membership organizations, and those apartment hotels which provide ac- 
commodations for transients are included. Rooming and boarding houses and 
tourist homes are not included in the census. 

Motels and tourist courts are establishments known to the public as motels, 
tourist courts, tourist camps, motor courts, cabin courts primarily engaged in 
providing transient accommodations to tourists in furnished cabins or similar 
structures, 

Sporting and recreational camps are commercially operated camps such as 
boys’ and girls’ camps, fishing and hunting camps, and dude ranches. Excluded 
from the census are camps primarily receiving their financial support from 
subsidies, donations, or contributions; summer day camps where the children 
return home each night; and camps operated by membership organizations, not 
open to the general public. 
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Change in minimum size of establishment 

Data for 1948 and 1954 are not strictly comparable because of a cnange in 
minimum size of establishments. In the 1954 census those establishments witl 
no paid employees, which had receipts of less than $1,000 were excluded: in 
1948 establishments which operated the entire year and had receipts of less than 
$500 were excluded. <A special tabulation of 1948 data shows that there were 
approximately 2,600 motels and tourist courts, in the 1948 census, which had 
receipts between $500 and $1,000 and no paid employees. Combined receipts 
of these establishments amounted to about 1 percent of total receipts for that 
year. In this same category there were 448 hotels with combined receipts 
amounting to less than one-tenth of 1 percent of hotel receipts. 


TABLE 1.—Preliminary report on hotels, United States, by division and State: 
1954 and 1948—E 





tublishments, rece ipts, pay oll. and personne ] 























| pr 
} \ tor wn 
Div ) ind St I I I pt if W k rn te 
le 
f 
\ ' 
\ Thome h r? N her \ 
Uni State d54 24, 738 2, 371, 980 6, 95 376, 592 1, 819 
+48 20, Ht 2, 172, 754 659, 104 298, 293 %” 47) 
reogt aphic divisio1 
New England 1954 , 805 $135, 747 $45,178 1. 124 
1948 2, 192 143, 273 42,572 1, S1¢ 
Middle Atlantic 1954 4, 695 666, 394 224, 804 3, 978 
48 OS 610. 165 4. 32 1 615 
East North Central 1954 3, O38 $45, 42 158 4) On 
1448 4, 54 418.12 130. 321 949 
West North Central 54 2. TH 179. 429 58. 442 2? G17 
GAR , 303 170, 446 19.71 lI 
South Atlantic ;. 1954 3, 094 326, 771 U8, 359 7 
1948 697 268, 231 75, 28 094 
East South Central 1954 867 67 21, 601 8 767 
1948 1, O35 67, 471 18. 879 17. 348 8653 
West South Central 1954 2, 129 148, 13] 47, 741 31, 161 1, 843 
1948 2, 705 132, 472 37, 456 1, 250 2 2 
Mountain 1954 26, 981 46,714 18, 433 ' 
1948 lt 604 841 17. 147 2 252 
racit O54 275, 307 ) 7 9, 770 3. O68 
1948 256, 969 19, 709 $2, 592 4, 482 
Ne Englan 
Maine 154 " 4,911 239 Det 
1948 462 } 1 796 2 517 $11 
New Hampsh 1954 531 85 1, 641 1, 09 271 
1948 460 M Hi2 377 459 
Vermont 1954 60 7, 958 2 425 261 118 
1948 221 &, 318 2 304 1, 308 73 
Massachusetts 1954 $61 68, 187 24, 009 11, 120 4 
1948 “ 7 3 004 12, 457 454 
Rhode Island 1954 i4 7,311 2, 428 1, 105 58 
1948 ut 8. 48] 2 660 1, 352 "8 
Connecticut 1954 28 20), 859 6, 764 2. 902 166 
194s 288 22, 900 6, 846 3, 694 237 
Middle Atlantic 
New York 1954 2, 348 155, 898 158, 243 62, 1 1.817 
1948 2, 664 409, 571 134, 701 64 2, 324 
New Jersey 1954 892 81,049 24, 757 10,7 70 
q 1948 170 83, 655 24, 332 11, 84 1,112 
Pennsylvania__- 1954 1, 455 129, 447 41, 804 20, 55 
1948 224 116, 939 35, 302 22. l ) 
East North Central 
Ohio 1954 730 36, 324 17, 560 x3 
1948 66 99, O02 19, 337 s 
Indiana 1954 422 3 2 12, 867 7.109 398 
1948 22 35, 60F 10, 539 7.678 $39 
I DS 954 O01 191, 510 68, 839 29. 436 945 
1948 259 171, 403 7, 848 31, 664 1,003 
Michigan 1954 92 74, 277 26, 279 11, 559 711 
1948 136 73, 946 20, 627 13, 237 1,129 
Wisconsin 1954 593 42, 792 14, 281 6, 627 498 
1448 S62 44, 850 12. 305 7, 433 825 
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TABLE 1.—-Preliminary report on hotels, United States, by division and State: 1954 
and 1948—Establishments, receipts, payroll, and personnel—C ontinued 

















Paid em- Proprie- 
Payroll, ployees, tors (unin 
Division and State Establish- | Receipts entire workweek | corporated 
ments year ended businesses 
nearest only 
Nov. 15 
West North Central: | Number Thousands | Thousands Number Number 
Minnesota. ..- 1954 640 $45, 274 $15, 026 7, 709 618 
1948. _| 818 40, 690 12, 090 7, 469 832 
Iowa... 1954. _| 403 24, 619 | 7, 835 | 5,169 340 
1948 442 23, 782 6, 991 5, 678 398 
Missouri ‘ .. 1954 604 61, 245 21, 042 11, 212 650 
1948. _} 818 59, 321 18, 434 12, 812 703 
North Dakota 1954__ | 192 8, 282 2, 314 1, 355 195 
1948. _ | 219 1, 857 1, 544 226 
South Dakota 1954 150 1, 654 1,075 126 
1948 194 1, 439 1, 156 16S 
Nebraska_. 1954__| 302 5, 403 3, 736 286 
1948 347 +s 4, 985 4, 038 328 
Kansas 1954 409 16, 431 5, 168 3, 47 402 
1948 465 14, 610 3, 920 3, 475 460 
South Atlantic: 
Delaware 1954 29 4, 566 1, 547 614 20 
1948 71 4, 638 1, 380 753 72 
Maryland 1954 216 19, 364 6, 111 3, 572 193 
1948 __| 262 19, 358 5, 668 4, 026 231 
District of Columbia_- . 1954 Y¥3 48, 136 17, 123 7, 449 58 
1048 100 40, 931 13, 465 7, 884 63 
Virginia. 1954 357 32, 835 10, 796 6, 708 260 
1948 447 32, 091 9, 619 7, 178 353 
West Virginia 1954 194 15, 432 5, 864 3, 596 158 
1948 255 14, 630 4, 622 3, 847 197 
North Carolina 1954 306 22, 413 6, 621 4, 643 255 
1948 405 21, 987 5, 837 4, 937 319 
South Carolina 1954 169 8, 618 2, 658 1, 979 150 
1948 196 9, 676 2, 629 2, 351 155 
Georgia 1954 265 28, 712 &, 425 5, 869 212 
1948 346 25, 109 6, 570 6, 282 27 
Florida 1954 1, 465 146, 695 39, 214 17, 483 1, 250 
1948 1,615 99, 811 25, 495 15, 463 1, 434 
East South Central: 
Kentucky 1954 238 20, 010 6, 628 4, 282 225 
1948 308 19, 186 5, 480 4, 421 231 
Tennesse 1954 292 23, O85 7, 435 5, 742 242 
1948 323 23, 62% 6, 683 6, 422 283 
Alabama_. 1954 177 13, 751 4,277 3, 266 163 
1948 214 13, 285 3, 606 3, 519 17: 
Mississippi 1954 160 10, 949 3, 311 2, 397 137 
1948 190 11, 377 3. 110 2, 986 i4¢ 
West South Central 
Arkansas -. 1954 232 13, 443 4, O89 3, 097 211 
1948 319 13. 329 %, 632 3, 427 309 
Louisiana 1954 232 26, 460 7, 886 5, 148 195 
1948 287 22, 953 6, 478 5, 494 221 
Oklahoma 1954 499 19, 974 6, 648 4,417 464 
1948 607 17, 751 5, 412 4, 442 53k 
Texas. ..- 1954 1, 166 88, 254 29, 118 18, 499 973 
1948 1, 492 78, 439 21, 934 7, 887 1,171 
Mountain: 
Montana 1954 316 13, 017 3, 971 1, 882 332 
1948 398 12, 498 3, 266 2, 118 436 
Idaho 1954 163 10, 480 3, 984 1, 525 163 
1948 220 9 309 3, 279 1, 727 203 
W yoming 1954 174 9, 171 2, 882 896 167 
1948 208 8, 039 2, 158 932 202 
Colorado. . 1954 505 28, 526 8, 916 4, 481 507 
1948. _| 652 24, 316 6, 690 4, 341 669 
New Mexico 1954 215 7, 769 2, 218 1, 227 218 
1948 237 7, 882 2, 058 1, 569 22¢ 
Arizona 1954 224 15, 749 5, 120 2, 429 225 
1948 266 14, 606 4, 392 2, 485 213 
Utah 1954 132 7, 807 2, 631 1, 334 129 
1948 188 &, 470 2, 599 1, 682 173 
Nevada 1954 165 34, 462 16, 992 4, 659 160 
1948 153 20, 484 6, 399 2, 293 13¢ 
Pacific: 
Washington 1954 683 41, 615 14, 785 6, 338 661 
1948 781 32, 207 10, 618 6, 048 712 
Oregon 1954 434 22, 193 7, 300 3, 358 4584 
1948 468 19, 881 6, 212 3, 664 03 
California 1954 2, 909 211, 499 73, 391 30, 074 2, 823 


1948 3, 544 204, 881 62, 879 32, 840 3, 268 
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division and State: 1954 and 1948—Establishments, receipts, payroll, and 


personne l 


Visions 


land 
lle Atlantic 
North Central 


North Central 


Atlantic 
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[ARLE 2.—Preliminary report on motels and tourist courts, United States. by 


Division and State: 1954 and 1948—Hstablishments, receipts, payroll, and 


personnel—Continued 


‘arolina 


round 


Y4s 
O4 
448 
1954 


4s 


1954 
948 
14 
48 
1054 
948 
154 
948 
1054 
O48 
1¥54 
i44s 
1054 
1948 
1054 


1948 


1954 | 174 
1948 vo! , 307 ) 3ly 
1954 914 , 244 157 
1948 1. 189 039 | 313 
1054 3, 136 55, 0290 3, 827 
1948 3, OSY $4, 47> ‘ 2, 443 


for 1948 and 1954 are not strictly comparable because in the 1954 census those motels and tourist 


1 no paid employees and receipts of less than $1,000 were excluded; in 1948 establishments which 
rated the entire year and had receipts of less than $500 were excluded Chere were 2,600 establishments 
receipts between $500 and $1,000 in 1948; their combined receipts amounted to less than 1 percent of 

ind tourist court receipts for that year. 
theld to avoid disclosure. 
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TABLE 3.—Preliminary report on sporting and recreational camps, United States. 
by division and State: 1954—Extablishments, receipts, payroll, and personnel 

















Paid em- Propri 
Pavroll, ployees, tors (unin 

Division and State Establish Receipts entire workweek | corporat: 
ments veal ended business 

nearest only 


Nov 





15 






nber Thousands | Thousands Number Niumbhe 


&, BRS $118. 114 $23, 500 5, 030 8, 745 





United States 














Geographic divisions 

















New England 1, O55 23, 654 6, 423 RY no 
Middle Atlantic 1, 009 31, 738 8, 010 1, 200 RiP 
East North Central 2, 032 17, 421 2, 54e SO 2,2 
West North Central 1, 662 917 277 R37 
South Atlantic 615 35¢ 5 7 
East South Central IRQ S865 145 211 
West South Central 442 92 412 \ 
Mountain 588 1. 460 fN s 
Pacific ’ 


New England 
























































Maine $50 8, 576 2. 264 ] 105 
New Hampshire 225 4, 909 1, 28s } 18z 
Vermont 117 2,415 705 76 10 
Massachusetts 18] 4, 625 228 22 157 
Rhode Island 19 
Connecticut 3 
Middle Atlantic 
New York 665 19, 557 4, 80 7H ; 
New Jersey 1m 2 ,3 AQ ity . 
Pennsylvania 23: 9, H48 2, 637 424 214 
East North Central 
Ohio 14( 1. 577 248 &R ; 
Indiana g 2G () 
linois 159 257 i gu 
Michigan 53 ry 72 
Wisconsin (2u 0 2 it) 
West North Central 
Minnesota 1, 236 7, 397 GS-4 S4 fa) 
Iowa 57 134 2k & fy 
Missouri 261 1,913 73 72 ) 
North Dakota 1 
South Dakota 52 305 7 ; y 
Nebraska is 
Kansas 27 155 11 XS 2 
South Atlantic 
Delaware 
Maryland 40) 509 1] Is { 
District of Columbia l 
Virginia 42 443 07 24 oF 
West Virginia 14 441) 128 4 2 
North Carolina x) 9 142 45! mn) y 
South Carolina 18 103 14 7 
Georgia 5] 751 148 57 
Florida 374 3, 810 4: ti $3) 
East South Central 
Kentucky 35 597 103 42 42 
Tennessee 5 421 7 62 7 
Alabama 7¢ 777 a 23 72 
Mississippi 23 247 l¢ S 
West South Central 
Arkansas s4 536 $9 » ww 
Louisiana | 443 Ay 2 1s 
Oklahoma 57 440) 5 48 9 
Texas 251 8,715 716 
Mountain 
Montana 80 R30 128 85 5 
Idaho 64 792 97 $4 ‘ 
Wyoming 84 1,145 112 Hy 
Colorado 183 2, 318 48 2 
New Mexico 46 4 ; 
Arizona 85 l, S4 4 
Utah 25 45 & 27 
Nevada : 21 HS s 7 
Pacific: 
Washington 217 2,412 314 7H 239 
Oregon Q7 686 46) x 4 


California 





1 Withheld to avoid disclosure 


1 
in 
2 
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For purposes of coverage in the 1954 Census of Business, establishments were 
divided into two categories—those with any paid employment during 1954, i. e., 
the “employer” universe and those with no paid employment during 1954, i. e., the 
“nonemployer” universe. The method of obtaining census information for these 
two groups was as follows: 

Enumeration of “employers.’—Information for establishments having paid 
employees was obtained by means of a mail canvass of all business firms included 
in the active records of the Internal Revenue Service as subject to payment of 
Federal Insurance Contributions Act (FICA) taxes (i. e., employers of one or 
more persons) and which were classified in the records of the Bureau of Old 
Age and Survivors Insurance (BOASI) as wholly or partially engaged in retail, 
wholesale, manufacturing, mineral industries, and in major groups 70, 72, 73, 75, 
76, 78, and 7) of the service portion of the Standard Industrial Classification 
Manual. In addition, report forms were mailed to all establishments which 
BAOSI had not classitied by kind of business prior to the mailing of the report 
forms. Each establishment was mailed a report form appropriate to its BOASI 
classification (for those cases for which BOAST classification had not yet been 
estiblished, a general purpose form was used) but its 1954 census classification 
was determined by replies to questions on the census report form. 

Enumeration of “noncuployers.’—This group was defined to include businesses 
other than those represented in the active FICA records of the Internal Revenue 
Service. Information for this group of establishments was furnished by the In- 
ternal Revenue Service and was derived from the 1954 tax returns. Information 
was compiled from only one-half of these cases and census results for this group 
were established by multiplying such findings by 2. 








CONFIDENTIALITY OF DATA 























In accordance with census law, any data which would disclose the operations 
of an individual establishment or business organization are not published. The 
number of establishments in a kind of business, or in an area, is not considered 
a disclosure by census rules, so that this item is shown in instances where other 
items of information for the same establishments are suppressed. 


EXPLANATION OF TERMS 


Hstablishments.—Census of Business figures represent a summary of reports 
for individual establishments rather than for companies. A separate report was 
obtained for each location where business was conducted, including each location 
of multiunit organizations. Each report in the census was tabulated in acecord- 
ance with the physical location at which the business was conducted. 

Where 2 or more activities were carried on under the same ownership at a 
single establishinent, the entire establishment was classified on the basis of its 
major activity and all data for it ineluded in that classification. However, 
when these activities were conducted by separate business entities, each entity 
was treated as an establishment. The count of establishments does not include 
those places which conducted business at some time during 1954, but which went 
out of business before the end of 1954; however, receipts of such establishments 
are included 

The adoption of the mail canvass method and the use of tax records in the 1954 
Business Census, described under Method of Enumeration above, made it feasible 
to extend the coverage of the census to “nourecognizable” establishments. In the 
1948 and previous business censuses, coverage was limited to places which were 
“recognizable,” as business establishments, to enumerators who systematieally 
canvassed all city blocks, roads, highways, ete. The use of the mailing lists and 
iax records, referred to above, for the 1954 business census, made this limitation 
unnecessary und resulted in the addition to the census coverage of “nonrecog- 
nizable” businesses, e. g., businesses operated from homes, from rented desk 
space, and businesses operated on an itinerant basis, ete. 

Receipts.—Receipts are defined to include total receipts from customers during 
1954, after deduction of refunds or allowances to customers. Receipts include 
receipts from sales of merchandise as well as from services to customers but ex- 
clude amounts other than those received from customers, such as income from 
investments, rental of real estate, etc. 

Payroll, entire year.—Payroll includes all forms of compensation (salaries, 
Wages, Commissions, bonuses, and payments in kind) paid during the vear to all 
employees. For corporations, it includes amounts paid to officers and executives; 
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however, it does not include compensation of proprietors or of partners of un 


incorporated businesses. Included in payroll are the value of payments in kind, 
such as free meals, lodgings. etc., received by employees from their employers, 
but not amounts received by employees as tips, etc. Payroll is reported before 
deductions for social security, income tax, insurance dues, ete. 

Paid em ployec gs W orkwe eh ended nearest Vou mber 15. Paid elploye¢ S con- 
sist of the nuniber of employees, including salaried officers and executives of cor- 
porations, who were on the payroll for the workweek ended nearest November 15. 

Proprietors of wnineorporated businesses.—This item includes owners or part- 
ners of unincerj cated businesses who devoted the major portion of their time 
to the operation of the business. 

This. report is one of a series of preliminary trade reports presenting results 
of the 1954 Census of Business. Similar reports covering some 60 additional 
trades are described in an Announcement of Preliminary Trade Reports—1954 
Census of Business, copies of which may be obtained, upon request, from the 
Bureau of the Census. Washington, D. C., or from any United States Department 
of Commerce field office. 

A series of area bulletins (one for each State, for Alaska, and for Hawaii) for 
each of the 3 major trade divisions—retail, wholesale, and selected services 
eurrently being issued. These bulletins contain basic data, by kind of business, 
on number of establishments, volume of sales, personnel, and payroll for cities, 


counties, standard metropolitan areas, and for the State. Copies of an Announce 


IS 


ment of Area Bulletins—1954 Census of Business, more completely describing the 
content of these bulletins and how they may be ordered, can be obtained by 
request from the Bureau of the Census, Washington, D. C., or from any United 
States Department of Commerce field office 

Mrs. Axaase. In the testimony last year I also submitted figures of 
hotel payrolls, earnings, and so on, for the entire country which came 
from the Bureau of Labor Statistics or the Department of Commerce 
or the Bureau of the Census. In other words, it was a sort of com- 
bined operation. I shall have to refer to that only by incorporation 
because I do not have a copy of that to submit, but it appears in the 
Senate Labor Subcommittee hearings. 

Mr. Horr. I did not understand. 

Mr. Ketiry. Will you repeat that ? 

Mrs. Araase. I will repeat that, if you will permit me. I sub- 
mitted as appendix 6 at page 465 of the Senate subecmmittee hearings 
certain information on hotels and workers in hotels broken down in 
areas all through the country. They were from the Survey of Cur- 
rent Business, United States Departme nt of Commerce, Office of 
Business Economics, and were dated February 1955 and March 1956. 
Workers employed in hotels and lodging places as shown by that state- 
ment numbered 575,000. The hotel workers earnings in January 1956 
averaged $41.50 weekly and a dollar hourly. The distribution figures 
were also given in that appendix. That is the reason that I men- 
tioned it at this point, because I do not have a duplicate of that in- 
formation, which is in the Senate report. 

Mr. Ketxery. It is in the Senate hearings? 

Mrs. Auease. Yes. 

In my May 1956, testimony, I mentioned the fact that as far as 
hotel workers are concerned, in many of the States where various 
chains operate, there are no mi Ginddieatin wage laws covering them, or 
the ones there are are very inadequate. 

Of the States mentioned, for instance, we see that Missouri and 
Michigan have no minimum wage laws at all. Connecticut has no 
minimum wage for hotel workers. Neither has Illinois, Michigan, 
New Mexico, or Texas. 
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I am offering for the record publications of the New York State 
Department of Labor dated January 15, 1957, and September 20, 
1956, summarizing the major provisions of minimum wage orders ap- 
plicable to the hotel and restaurant industry in the United States. 

Unfortunately, gentlemen, I have only the first of those, which is the 
recitation of all the minimum wage laws but I do not have the Janu- 
ary supplement with me which brings them up to date. I would like 
to mail that in if I may. 

Mr. Keiiey. Without objection it will be received. 

(The information referred to follows:) 








ACT 


S 


> 


rANDAR 





» 





FAIR LABOR 


Ysnog)] UeAe peyiiuised st sje 09 Jo uoTWnpep B JefoId 
“10 Aq eTQRyIwat OPRUI ST [BOTT [[NJ a20T AA S]BelU YYAIT 10] 
$1U00 02 JO S[BOTI [[N} 10} AVP BOS I$ poedxe 0} JOU ‘TReUI TY AT 
B 40] S]U99 CE ‘{BeU [[NJ B JO} Sued OO sTBeyy :suolonped 
“suliojyiun SUTBIUTBUI Jofojdua JI penpep aq Aegm 
JOMOT ST JAA DYOTUM *1s00 Tene JO YOM B HC I$ :Stu0jTu } 
Inoy ut 
sj7ue0 OF PpXxooxX9 OF JOU VARM WINUTTUIUI jo hand St peMOTTR 
an sd ‘Aavuojsno am sdn a9yM suonednssoe uy :sdiy 


NIT} SUTYIOM St OUITY Surqit WW vi uintaesd ON 





“palBys JI eg 
VUOTB paydns00 ULOO0I 10} Yoo sod F$ :dupspory sUuOoTON psc 
‘saAO[duta Aq poystusNy aq 04 SuLIO;TU youM 
"OSBM TUNUITUTU JO Jed Se PeJopIsuoo oq 04 JOU :Sdq] CRF 10 ARP BR SINOY g 
“vUlT} SUTYIOM S] OUT] ZuTiTe Vv Ide OBA ITT SOUT] 34 | 
“poreys JI gg ‘auore 
paidno00 uL001 JO} yaom Jad F ‘BUApo’T «= “squae OY ‘AQUUTp 
-SU00 OF “‘qoun, ‘sjueo ce ISHJAVIIG “speayy :SuoTy mped 
‘OOUBUdIUICUL JO ssRyoInd 10; oF WUINUTTUTU 
W104] OINGIIZUOD OF YOU SJOYIOA, “QUeMIdINbs puB suTIO;UY 
950M UINUITUTU JO JV SB palap{suod 9q 01 ION :sdq yp, 
S1OYIOM JUOP|SAIUOU JO} [BUOTITPpB ABP B SUD Cy :4yTYS wdg | 40) Avp s%aATINIesSUOD 
OUT} SUTYIOM S] ONY SUIV A | YZ UO peyIOM sInog 
‘sunoy Z JO UINUITUTU 8 YT yIOM [[8 10} puv ABp B sImoy g 
8ABp [NSN JO Jey ysvey ye Jo And Ul-T[BO :AquBIENs ARG 19)jB 9}B1 IB[NZa1 sou} 84] 
Yom B 
sABp 9 pus Ap B sunoy g 
1OYJB 9PVA IB[NGI1 Soult} 84] 




















"19A0 PUB QT UWOUIOM 


SUOTSTAOIC JaYIO OUI GUITIVAD 


9961 ‘0% s9quajzdag 
Ahapsnpur quounnjsas 947 04 a2quorjddy suapso pun nD) abvm wunwmiuiwu fo 


SOLLSILYLS GNV H MVASAY AO NOISTAI(] ‘HC 


s DIS pau, ) 


SJU00 09 “YouM B SIMOY OF puT ATp B sunoy 
YOM SJUepPNIS aR OUM SOUT YT 
WAVYOIUM JUSUTAOTdUIe Jo moy OO 10 SYyQUOUL 9 sly [ce 
y ‘SIUEpPNIs J9FUO, OU RT OF OT SIOUTPY moy u 
}UVBTUTYST[Geis >uUr Su YIOM JO Jue 
lod UZ PAX O} JOU OT JepUN S}UepNys u 
HU NUT UW af, Quorfdde jo UadJ0d OR ‘suUOT PROBA pooyos 3 
pur simoy [Oops Jo aprsino peAotduea 9] Japun sjuepnys 
pure oustledxe Snoy Z61 uey SSe]) S10 4IOM PowUslle Ixouy 
Inoy UP S}UVO 
GE “SOURUAUTEUL [[NJ YIM Sainoy uP s}Ua0 OC ‘[Roul | 
UBY) BOUT YAM VINO WR S700 Eg ‘PReU [| YAAK fn ry UR 
$}]Ued 99 “STROU ynoyy VA (9IBIS Jo 19 PulBUIe.) oO vUu0Z7 
MOY UB S}Us Cf ‘VUBUY,UTBUL [[NJ YQ famoy 
UB S}UV0 (9 *[VO | ULY) OIOUI ITM funoy uP sjzU90 cg 
“TBeul [ YIM LInoy UB 8} U00 OZ ‘Sproul 1noqU M a1OUul 
40 000°¢ JO UOTIBINdGod YITM YW aUu0Z VpTs]NO $o1719) { 9U07 
‘InoYy UB S}UVd ‘*UBUOTUTBUT [[NJ YIP funoy 
UB S}U80 02 ‘[ROUI, ut 1 YM ‘anoy UR S}Ue0 Cy 
“[BOUL | UTM fam (SUOJTA 
‘ua pur ‘sduyidg VY eu0z7 pue wauro.A 
{ plo oFUM 


} Our 


SINOQOO Si “ 







100s 




















Uj} Jet] 0 S1sULIRa’T 






















S}UVO OR ‘S| ROTI MoU AM 
“JeAUaCT) 
S104 





) oTqend 






SIOUTUL pus 
‘961 ‘I “any 


}UBULYST[ Qt 180 Ul § IO¥IOM JO JUeO0d vl Ol peso Xo 


0} 10U 9781 JU90-99 78 SIOUTUL JO Joaquin mou UB sjUs0 UdUIOM 
1 N 





09 ‘ST lopun SIOUTUL THOU UB SUBD C/ ‘IB@A0 PUB Kl SIOYIO MW -dapso OSTM BIUAOJITLE 
“moy “SOTRULey [Te 
uv Sjuvd Sz] ‘(aoUeTIedxXe SUPJUOUL g UB SSeT) SueyIOM £P6T PUB CIBI ‘0% “ABA 





UB Sj}UaO 8 





pe»#ueledxeuT fino PT ‘SdeyIOM poouialiodx| ayer AIO{NIRIS sBsUBY.Ly 


ADVIVDAOD fayep BAT} 
OO -MBT JO ad Aq faqt 





Ud UWITUITULU Ost u 





AU) ui 
uorsiaoid iolpu {o hat ULULNS 90] °O V MN PUDLOULA PY }v}U PUL) vd (7 





MaV'] 40 LNANLUVAIC] ALVIG MYOK MAN 





FAIR LABOR STANDARDS ACT 


*YoBd $JUDO OG -sTRVOyP_ :suOTJONped 
"SULIOJIUN UpVJUeU Of JOAO|CMI =“WINUIUTU U0’ epeul 
uoyjonpep Ou pus JseAojduie Aq peysTusnj eq 0} SULIOJUD 

*OUIT} SUTYIOAM ST OUIT] BUTTE A 
‘quowA0|dMI9 ,SMoY ¢g Jd9008 04 oTquUN Ss} dvAOTd 
-W9 sseruN sinoy ¢ seo, ye Jo Avd ul-[[¥O :AjuBIeNs ATIEg 
"SJOWIOM G10 JO Z YURI poivys 
WOO! 10} GZ" Es ‘JO¥IOM JOY}O [ GIT JO QUOTe peydnooo wool 
JO} YOM Jod pF :BUISPOT “YORI sjUID OG ‘speeyy :suOTJONpEq 
*STLIOJIUN UleJUJVU Of JAAO[GUIG + “WNUITUTUI Wi01j epBUl 
uorjonpep ou pus JoAojdme Aq poystuiny oq 0} SULIO}TUD 
“93BM UIMUWTUTU JO JIVd SB palepysuod oq 0} 4OU Sd}y, 
“OUIT} SUPYIOA S] OUIT} ZUTBTE AA, 
*quomAojdw9 ,smoy ¢ Jded08 07 ojqeuN s} ceAOTd 
“Wd ssofuN sanoy ¢ 4sve] 3B JO Avd UT-[[¥O :AjuBIENS A[TeG 


"yoo Jod p$ :ZulZpo'yT 






yu Jad $}]U90 CZ ‘s[Royy ‘SUOTJONpEC 
pus poysfuiny oq 0} SsUlIOJTUL) 
“OUI1} BUTYIOM ST OUI} SUITE AA 
*[BUOTITppe 
1o/pue yrys yds 





‘I 
‘yoA0jdure Aq pouyezurt 





Aep 8 squod 09 ‘ZI 4J9A0 simoy Jo peaids 





‘Aep jod [¢ :Zurspoyy ‘Avp Jed s}ueo 0¢ ‘s[vayy ‘suoyjonpeg 
‘@SUM TUNUITUTU 9Y3 JO Juvd SB palepisuos oq Ae sdi,L 


“suosied Z 

Aq poleys wool o[qnop 10} pF ‘oUOTe poTdnd00 W001 o[FzUIs 
10} 400M Jad C$ :BUISpOTT ‘“YoRe syUVo OE ‘sleepy ‘suOTjONped 

“Inoy Jed sjUsd ¢ [eUOTITpPpe UB JOyIOM Avd 0} SjJoeT9 ey 
sseyun JaAo[dme Aq peaulejuleUl puv peplaoid oq 04 SMLIOJIU 

*[euo!IIppe 
Avp 8 sju00 09 ‘TT 10A0 smoy jo poids 10/pue yiys yds 
*OUI]} SUTYIOAM S] SUIT] DUIFIE AL 

“sABpPl[COYyos 

[OOS UO ST JOPUN SJUOPNs UWVY} 10440 SIOHIOM OUITI-J1Bd 10J 

simoy ¢ Jo Avd Ul-[;eo pue o[qvol[dde s] eyes APYoom TOY M 0} 
sooAO[dUIe JO} sIMOY F Jsvo] 3B JO Avd ul-[[vHO :AjuBreNns A[IVEG 








“paleys ji ¢$ ‘ouoTe perdna00 


WIOOI 10} YIOM v FF :BUIBpO'T “[VOU 4YSI] JOoTO AvUI JOyIOM 







‘se0h oY} JO JOpUTBUIA 8Y} BuLANpP O 9UOZ Uy PUB [ *439O oO} [ OUNL MIO g euOZ UF 


eyel UIn}uIeId ON 


“sunoy St 
{janoy wMuTUTW s 





Oop 


Joye oyel 





‘Moy Uv S}U90 GZ ‘(eoUsTIedxe ,SINOY O09 UB Ss 
S19HIOM PIOUI]JIACX9UT ‘NOY UB $}U90 Ox SIVYIOM PooUVTIEdx | 





‘moy UB S}UBO GC 
‘seaXo[duie 907 Ales ‘inoYy ue SjUeO G2 ‘seoAO[dUIe Go; AJOSUON 
*soeAO[AUI9 OUIT}-[[NJ IV[NFI1 JO E/T PeIdXe OF JOU SJOUIBI] }O 
JOQUINN ‘Sl94IOM PooUsTJEdxe 10j 0481 UBY} INOY Jed sso] 
S}Us0 ¢ (AOUSTIVdX9 SABP 06 UBYY SSe]) SIBYIOM PIoUTIOdxeuy] 
“moy UB sjue0 9z ‘seeAO[dUIe doIAJeS ‘MOY UB S}UI0 
Ip ‘SooAO[duId BOIAIOSUON :(898}¢9 JO JOpUTBUIEI) EF 8U07 
“inoy ues s}ue0 
gz ‘soeAojdure solAses ‘moy us s}ue0 gp ‘soaAOTdUId 
BIAIBSUON | (SUOITAUS PUB 000'OT 03 000"F JO SATII9) Z 9UOZ 
‘moy us 
sjueo 0g ‘seeAO[dure sol AJos fimoy UB sje CF ‘seaAOTd ua 
90] ATOSUO NY (SUOJIAUS PUB BIOUI IO K00'UZ JO SOT}ID) I eu0Z 
S1OYIOM POOUILIIGX | 
‘SI9¥IOM JO JUVd1Ed OZ PIddX9 0} JOU SIOUIvE] JO 10q 
“WINN, “440M JO odAj Ul OOUPLIadX9 OU 41M SIOUIBE] 0} 831 
1aMm0] Avd 04 YuNJed uTeyqo Avul saAO[dUIG, ~ “MOY UB s}UV0 gL 
“dnoy UB S} 7 I] JO SIMLOY ZF) VULIY FIV 
“Imoy uB 
uv sju90 O¢ ‘SINOY OF JOAQ “MOY UB SJUV0 JF ‘VOUESgB 
AyeyUNjOA JO esnBIed sset JO sIMOY ZE Sy¥IOM JOYIOM 
JI ‘OS’ST$ *(SIMOY OF 0} ZE JOAO ST YOOMYIOM JI) OUITI [[ NY 
veAO[AUID Bd A109 
“inoy UB SUB gf ‘(Y9OM B SSOT JO SINOY OF) OUITI WIV 
dnoy UB JUV0 Cy ‘sIMoYy 
X9 UT ¥IOM JO} JO GOUasSqe AIeJUNIOA JO esEo 
*(SInoy Op 0} OF JAAO ST YOOMAION Jl) OUITY [IN 
“souesqe AreqUNnioOA 
jo snoy YyoRe } SSO] SzUGO S4LEe ‘souesqsB AreqyunjoAa jo 
eSNBIIG SINOY RP UBY Sse, IN Hp JOAO SYIOM JOYIOM JI 
‘NOY UB S}UVO C/ ‘SINOY SF JO SS9OXO UT SYIOM JO BOUSGB 
AreyUNIOA JO vsnevIeq Sse] 10 sumoYy SYIOM IIYIOM 
JL “eS “(sunoy SF OF OF YOOMYIOM JI) OUIT} [TNT 
‘sedAO[CUI8 BO] AJOSUON 

















OF JO ss 
ul ‘Of 














#\O SI 







a18 OYV'] Purely pus ye] 80}s 








! *(1api0 suoTyed 
| -n000 JBI;UISs puBe ‘[eo 
| -JUY9e4 ‘[RoTJefo ey} Aq 
|} Pel9A0O BIB SJUBINGISOl 
| UT SuUOTZBdNd00 [BOTIOO) 
SIV¥IOM [TV 'FCGT ‘T Arne 
-JdpsO 83BM SZ JASN TOVSSB YT 





*(Japi0 suotyed 
-nooo Zuldesyesnoy dif 
-qnd aq} Aq paisdA00 a8 
suOTIVdNI9O JUBINGISI1) 
SIOYIOM [TB ‘gc ‘T “Ady 
-JOP1O ISVM S}JISNGOVSSV PY 





“si0ulm pus 














|; uemom ‘peer ‘ct Arne 
| ‘uapi0  a3em «6A MONjUOy 
| 
*“SIO¥IOM [TB 'CC6I “9 
Avy ‘0781 A10jNAVIs OUP] 
AC) 
oe 
| 
| “= 
| a 
a 
| 
~~ 
2 
| 
~ 
“N 
o 
2 
SIOUIWMI PUB TOTIOM a 
I ‘I ‘AON ‘ieps0 
| o3BM BI [UIN[OD JO PINISTG 









MD ev be preg | } 
sSuOTNpIC 








iIpp {nd « ayo ] SSo] 
IsNull Os[e t9AO[ CuI laA0[dure Aq {StU 9q 0} suLIOsTU 
O5BM UITUTUI JO quand st PelaPIsSUuod oq 04 40 


pDpe sluvo IGAO § noy Jo pt 
1} SUTYIOmM § 
SYTYS Z OJ Suno 
IW) :Aquesens 


$ LTB AA 


fyuBsens A req] 


ACT 


npesqd 
‘queul 
lov[del 
wo 
uy 
YOM ST OUT Vi 


Aep Jed zg 


SUISpO'] }U99 C/ ‘JaU 

Cf ‘s ) ISB] Yt 1 ¢] [t IW -SuOljONT ad 
laAOTdure Aq | Inj 9q 03s un 
Aed s,Avy E ? / AJURIt r 


STANDARDS 


a 
— 
~ 
a 
os 
<< 
; 
— 


> 
v 


FAI} 


yYIOM 
pues CI¢ Jo} yYoom sed 


LIFIOM OC ETE 
SIOFIOM TIF PuB ZF JO] suo 1% ‘Sio9yIOM 
Jo} [BeuL Jed syusd ¢z s[eey ‘suolonpeqd 


sw tra 5 
ponurlyuo:y 9C6T ‘0. laquiajdag Sa}DIS pay } 
MAgsnpur JUDANDISIA AYU} O] ajqvoiyddp SMIPdO PUD § nD) IDpm wn MLV UM fo sUuors aoud Lolo fo / 





ACT 


STANDARDS 


LABOR 


FAIR 


SOL [LOBy 
yO 40 ‘SuIspo, ‘prvoqg YUM seAO|dUIo UB SUTYsTUINy 
JO 194 0[ dua 9y} 0} S00 a[qvVUOsBel 9y} epNfouT AvuI osemM 
uInUTUTW ey} UoTUTdO s,[Biouer) AVULI0QZY UB 0} FUTpPs0N0y 

‘AJFUNUIUIOD JO 9Z1S UO ZuTpusdep yaem Jed ¢z" 
pus ‘cz sulspoy ‘“AyunuIm0d jo 9ZIS UO BUT 
-puedep yoom lod CL$ 10 ‘CL'OL$ “SLZI$ -S[VIPL ‘SUOTION pa 

“O3VM UINUIUTU JO qed se poelIPISuoD Iq 07 3OU sdiy 

*poreys JI 0¢'Z$ ‘eUO TB petdno00 M00. JO} 
yous Jad 0¢'¢$ -buzbpoT “Yyoue s}UV0 OF /s7Dapy :suUOTjONpeq 
“JwAOTA UO AG PSOUTEUIBUI PUB peYySTUiNy vq OF SULIOJTU 
23UM UINUINUIW JO Jed SB pelepIsuod aq OF Jou sdIJj 


» AQ PsUIvIUIeUT PUB peysTUIN] oq 0} SUTIOJTU 
i] I { | yu) 
“OULT} SULYAOM St VUIT? SUTBIE A 


*peyuiied umnur 
-[UIMI TIO) SUOTIONPep ON :3ulspo, puv s[eespy :suotjoNnpsg 
*pettised wnulpula wWI0dj SUOTJONpPep ON ‘:sulojyIuy 
“UINUyT UT ur 
1U90-(}§ JO 11ed st peqyuNnod oq <eul Inoy WB Sj{U90 HE 03 dn sdry 
YIOM 19d ZF :AUTSPO'T uolpnped 
‘Sul Jep 
-une] paitnbed Yova 410} s}UV— JoyIoM Avd 0} sjJo oY 
ssojun JoAoTdure Aq PauTe.UTBUI puB Pept Aoid aq 0} saTsO;UH 
JVM UINUITUTUL JO Jind SB PetePIsUOd aq 04 Jou sd, 
“OUIT} SULYIOM ST OUT) ZUTITE AA 
‘sanoy ¢§ JsBoy 3B Jo Awd Ul-[[VH :AjuUBIENs ATIVG 
‘atqqnd 03 posieyo solid jo Juadsed OG 
UBY} IIOUL 9G JOU ABUI S[BOUI 10] BBIRYH ‘s[eey_ ‘suOoTNpedg 
SUI9}! 10430 AUB JO SUIIOJTUT JO dDUBUeIUTeUT JO aseyoand 
10} UINUITUIUT W101) oINQIIWUOD 0} JOU SIayIOM :sUTLOsIUD 
“@3UM UINUITUTUL JO Jed Sk PpelepIsuod aq 07 ou Sdty 
‘Aud jo aqei Iv] 
-N301 8 93VM S,ABP 54 JSBe 7B JO Aed Ul-][BO :AjuUBIeNs ATIEG 
yom 8 06'6$ G[ey UeqoITy ‘yoom 
B CG'6$ S[AIZ JO3UNOD PUB SasselTIE A, :FULSpPO, pue s[ee]_ 
IM BOS'C$ djoy UsqdITYy ‘yoom B CZ "C$ SII 1o]UNOD ‘sessed 
“HRA ‘dULspOo'T pepl solid 4ou [Beul [oBe yy JAYIOM OF 
pe MO[[B 8q [[BYS SJU90 CF “PeYSTUIN] v1B s[BoU [Z WeYyy Jomoy 
f[ ‘“S[BOUL 1Z 10} YoOomM B Oe'C$ Ajay UolojTy ‘seoul [Zz 10} 
YOM B CZ'C$ SIS JoJUNOD ‘sossarTTeE AY a ‘suoTjNpsd 
“yoo m lod Oe'Z$ {At 19d $}Ue9 OF SULSLO'y o1nnpyd 








“Inoy UB Ss} 







yu united ON 


~wM BE 
sanoy Q¢ 10 Avp u6 
19]JB 9} 1 IB[NSA1 SOUL} 341 0} 


Inoy UG SyUdd Ey 
YU} AnoYy UB SSX] S}yuVd 
SI9¥JOM PodUVLed XIU 
i S}U09 6F 
I9AO SVIJTIO fu { 
S]U V0 
lated x4 
yiuLioed jt 
oy pu 


OUTG 


“o781 Un 


UB’ S}Ue 4Z 
qoIoM B SANOY FF UUM ATAL 


j8 UINUITUTUT Soult) il -uON 


“YooM B SII 
10 ARp 101 
ye UINU 





328 FAIR LABOR STANDARDS ACT 


Mrs. Auaase. Now, I should like to bring you up to date on the 
status of the minimum w age for hotel workers in New York State, 
As you may know, there is no statutory minimum wage in New York. 
There is a minimum wage law which provides that the industrial 
commissioner has the power on the petition of 50 or more residents 
of the State engaged in or affected by an occupation sought to be 
investigated, to cause an investigation to be made of the wages being 
paid to women or minors in any occupation to ascertain whether any 
substantial number of women or minors of such occupation are re- 
ceiving wages which are insufficient to provide adequate maintenance 
and to protect their health. If the commissioner is of the opinion 
that such wages are insufficient, he then appoints a wage board to 
report on the establishment of minimum w ages for such women or 
minors in the particular occupation. 

The wage board is composed of 3 employer representatives, 3 public 
representatives and 3 employee representatives. The wage board con- 
tinues in existence for a period of 2 years. It holds hearings. The 
board then makes a report with recommendations as to minimum wage 
standards. The industrial commissioner then holds hearings again 
upon this recommendation and eventually a minimum wage is set 
by him after those hearings. 

A rate is set in a minimum wage order for the particular industry. 
There are presently 10 such orders in New York State. Two of these 
are mandatory order No. 6C for the hotel industry and mandatory 
order No. 5A for the restaurant industry. 

I have copies of both of those for your use if you would like to 
see them. 

(The documents referred to follow :) 


STATE OF NEw YORK DEPARTMENT CF LABCR 


MINIMUM WAGE ORDER No. 6—C FOR THE HOTEL INDUSTRY, EFFECTIVE OCTOBER 11, 
1954— PROMULGATED PURSUANT TO ARTICLE 19 OF THE LABOR LAW 


Edward Corsi, Industrial Commissioner 
I. THE FOLLOWING MINIMUM WAGE STANDARDS SHALL APPLY TO ALL-YEAR HOTELS 


A. Nonresidential employees 
1. Basic hourly rate.— 
New York City: The basic minimum hourly rate for employees who work over 
30 hours and up to and including 40 hours in any week shall be as follows: 
Cents an 


(a) Nonservice employees: hour 
Employees who receive no meals____...---___---- ~~ 75 
Einployees who receive 1 meal per day__----------_--_----..---- 70 
Employees who receive 2 or more meals per day__-_..-_.---..-_- 65 

(&) Service employees (except bellboys and baggage porters) : 

Employees who receive no meals_______--____-_- since eee de 50 
Employees who receive 1 meal per day___-_-------.......---..-.--.- 45 
Employees who receive 2 or more meals per day__.-.....--....----.. 40 

(c) Bellboys and baggage porters: 
en yOes Wan TOCEVe MO MIOGIS nn ie nnn cece none 48 
Employees who receive 1 meal per day__-_---~~~-_.. .-_-.--------- 43 
Employees who receive 2 or more meals per day____-_---------- 28 
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The remainder of the State: For 3 years from February 15, 1953, the basic 
minimum hourly rate for nonresidential employees who work over 30 hours and 
up to and including 44 hours in any week, and thereafter for nonresidential em- 


ployees who work over 30 hours and up to and including 43 hours in any week, 
shall be as follows: 


Cents an 

(a) Nonservice employees: hour 

Employees who receive no meals_._._........----..-.......--- 72 

Employees who receive 1 meal per day_-_-----..--..--..-..--- 67 

Employees who receive 2 or more meals per day._.-_._-__-----~ 62 
(b) Service employees (except bellboys and baggage porters) : 

PROTO OES WhO POCRIVE TO: TIGO Wik aii ncncicmacienendsinaislanene 50 

Employees who receive 1 meal per day__---------------_----~-- 45 

Employees who receive 2 or more meals per day _._-__--__~__---- 40 
(c) Bellboys and baggage porters: 

Employees who receive no meals.__.-.-..---.-~.-~...------__ 45 

Employees who receive 1 meal per day__-.--.-_.---__.--_-...- 40 

Employees who receive 2 or more meals per day_.__-_--_-------- 35 


2. Part-time hourly rate——If any nonresidential employee works 30 hours or 
less in any week, at the direction of the employer, she is to receive 4 cents per 
hour additional for each hour worked up to and including 30 hours. 

In no event shall the earnings for hours worked totaling more than 30 hours 
in any week be less than the total amount that may be earned at the part-time 
rate for 30 hours in any such week. 

The part-time hourly rate shall not apply to full-time employees who voluntar- 
ily absent themselves for any period during a week. 

3. Overtime rate—The minimum hourly rate for nonresidential employees in 
all-year hotels in (a) New York City, for work in excess of 40 hours in any week, 
and (b) the remainder of the State, for work in excess of 44 hours in any week 
for 3 years from February 15, 1958, and thereafter for work in excess of 43 hours 
in any week, shall be time and one-half the basis minimum rate applicable to 
the classification of the employee and the number of meals received in the case 
of employees earning the minimum rate for their classification. For employees 
paid more than the basic minimum hourly rate who work in excess of the basic 
weekly hours in any week, the rate for the overtime shall be such that the 
employee shall receive not less for the full week than would be received by any 
employee earning the minimum rate. 


B. Residential employees 
1. Basic minimum weekly rate-——The minimum weekly rate for residential 
employees who work 44 hours or less in any week shall be as follows: 
New York City: 
Employees who receive lodging but no meals_________--_____-______--- $28 
Employees who receive lodging and meals_____________________- bios 21 
The remainder of the State: 
Employees who receive lodging but no meals_______ 26 
Employees who receive lodging and meals 


Per week 


2. Exceptions to weekly rate—The minimum weekly rate shall be prorated 
during the first week of employment of new employees who have been hired after 
the beginning of the week; for employees who have been dismissed as unsatis- 
factory or whose employment has terminated before the end of the week; for 
employees who voluntarily absent themselves; and for employees who are pre- 
vented from rendering service for more than 6 successive hours because of 
riot, act of God, or stoppage due to general breakdown of equipment. 

3. Overtime rate—The minimum hourly rate for residential employees for 
work in excess of 44 hours in any week shall be time and one-half the basic 
minimum rate applicable to the employee based on a 44-hour week. 


C. Additional rate—Split shift and spread of hours 


On any day (a) in which the spread of hours exceeds 10, or (b) in which 
there is more than 1 interval off duty (excluding any meal period of 1 hour or 
less), or in which both situations occur, an employee shall receive 75 cents in 


addition to the hourly wages earned. (The additional rate shall not apply in 
residential employees. ) 
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D. Minimum daily rates 


(a) A nonresidential employee who, by request or permission of the employer, 
reports for duty on any day, whether or not assigned to actual work, shall be 
paid for at least 3 hours for 1 shift of 3 consecutive hours or less. 

(b) A nonresidential employee who, by request or permission of the employer, 
reports for duty twice on any day, whether or not assigned to actual work, shall 
be paid for at least 6 hours for 2 shifts totaling 6 hours or less. 

(c) A nonresidential employee who, by request or permission of the employer 
reports for duty 3 times on any day, whether or not assigned to actual work, 
shall be paid for at least 8 hours for 3 shifts totaling 8 hours or less. Payment 
shall be made at the minimum hourly rate applicable to the classification of the 
employee, the number of meals received, and the total number of hours of work- 
ing time for that week. 

This regulation shall not apply to an employee who is a student under 18 
years of age, on a workday when he or she is required to attend school, but such 
an employee shall be paid for each hour or fraction thereof of actual work or 
permitted attendance, not less than the minimum hourly rate applicable to such 
an employee. 


E. Rate for waiting time 


Waiting time (other than time off duty for split shift), during which a non- 
residential employee is required or permitted to wait during the workday while 
no work is provided by the employer, shall be counted as working time. Such 
waiting time shall be paid for at not less than the minimum hour rate applicable 
to the classification of employee, the number of meals received, and the total 
number of hours of working time for that week. 








II, 





THE FOLLOWING REGULATIONS TO SAFEGUARD THESE MINIMUM-WAGE STANDARDS 
IN ALL-YEAR HOTELS SHALL APPLY TO ALL EMPLOYEES, EXCEPT AS OTHERWISE 
PROVIDED 





1. Uniforms.—-The employer is to furnish and to launder, clean, and maintain 
uniforms for all employees. However, if the employee shall have furnished such 
uniforms at the request or direction of the employer, or as a condition of employ- 
ment, the employer shall reimburse the employee for the cost thereof not later 
than 1 week after the furnishing of such uniforms or the time of the next pay- 
ment of wages, whichever comes later and regardless of whether the employee 
leaves his employment within such period or not. If the employee leaves within 
such period he shall be reimbursed for the cost of the uniform at or before 
leaving. The employer may elect to pay regularly to employees an additional 
3 cents per hour in lieu of laundering, cleaning, and maintaining uniforms. 

2. Lodging and meals.—No charge shall be made by an employer for lodging 
or for any meal furnished by the employer to an employee whose compensation 
is predicated on the inclusion of lodging and meals except as herein indicated. 
A nonresidential employee in an all-vyear hotel, working less than 5 hours on 
any day and receiving meals, shall be paid not less than the hourly rate for 
employees who receive 1 meal per day. However, such a nonresidential em- 
ployee working on a split-shift on any day shall receive one meal for each con- 
secutive period of hours worked on that day. 

A residential employee receiving meals shall receive three meals per day for 
6 days a week and lodging for the entire week. In no event shall the emplover 
charge for meals if supplied on the seventh day. 

Nothing herein contained shall prevent such employees purchasing from the 
employer, or the employer selling to the employee, meals at other times or 
places than those provided as part of their compensation. 

3. Travel time and exrpense.—Any nonresidential emplovee in an all-year 
hotel required or permitted to travel from one establishment to another of the 
same employer after the beginning or before the close of the working day shall 
he compensated for travel time at the nonservice rate and shall be reimbursed 
for carfare. 
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lil, THE FOLLOWING MINIMUM-WAGE STANDARDS SHALL APPLY TO RESORT HOTELS 


1. Minimum full-time weekly rate 


The minimum weekly rate for employees in resort hotels who work 48 hours 
or less in any week but more than 3 days or 24 hours shall be as follows: 


1. Service employees: Per week 
Employees who receive 3 meals per day and lodging________________ $8. 00 
Employees who receive 3 meals per day but no lodging____________~_ 13. 00 
Employees who receive lodging but no meals_________________-_ 15. 00 
Kmployees who receive neither meals nor lodging__.__________-_____ 20. 00 

2. Chambermaids: 

Employees who receive 3 meals per day and lodging_______________- 12. 00 
Employees who receive 3 meals per day but no lodging______________ 17.00 
Employees who receive lodging but no meals_________ a 19. 00 
Employees who receive neither meals nor lodging___.________________ 24. 00 

3. Nonservice employees : 

Employees who receive 3 meals per day and lodging_____-___-____-__ 16. 00 
Employees who receive 3 meals per day but no lodging_____._____-__- 21. 00 
Employees who receive lodging but no meals____.._-___------ --- 23. 00 
Employees who receive neither meals nor lodging__._._____-_-_--__ 28. 0O 

B. Exception to weekly rate 


The minimum weekly rate shall be prorated during the first week of employ- 
ment of new employees who have been hired after the beginning of the week; 
for employees who have been dismissed as unsatisfactory of whose employment 
has terminated before the end of the week; for employees who voluntarily 
absent themselves; and for employees who are prevented from rendering service 
for more than 6 successive hours because of riot, act of God, or stoppage due 
to general breakdown of equipment. 


C. Part time hourly rate 

The minimum hourly rate for employees who work 3 days or less or 24 
hours or less in any week shall be one-fortieth of the applicable weekly rate. 
D. Overtime rate 


The minimum hourly rate for employees who work in excess of 48 hours in 
any week shall be time and one-half the basic minimum rate applicable to the 
classification of the employee based on a 48-hour week. The minimum hourly 
rate for employees who work on the seventh consecutive day in any week 
shall be time and one-half of the basic minimum rate applicable to the classi- 
fication of the employee for the hours worked on such seventh consecutive day. 


E. Minimum daily rate 


An employee employed at the part-time hourly rate who, by request or permis- 
sion of the employer, reports for duty at the beginning of his or her work 
shift, regardless of whether he or she is assigned to actual work for the full 
3 hours, shall be paid for at least 3 hours on any shift at the minimum hourly 
rate applicable to that employee. 


F. Rate for waiting time 


Waiting time (other than time off duty for split-shift) during which an em- 
ployee, employed at the part-time hourly rate, is required or permitted to wait 
during the workday while no work is provided by the employer, shall be 
counted as working time. Such waiting time shall be paid for at not less than 
the minimum hourly rate applicable to that employee. 


IV. THE FOLLOWING REGULATIONS TO SAFEGUARD THESE MINIMUM WAGE STAND- 
ARDS IN RESORT HOTELS SHALL APPLY TO ALL EMPLOYEES, EXCEPT AS OTHERWIS} 
PROVIDED 


1. Uniforms.—The employer is to furnish and to launder, clean and maintain 
uniforms for all employees. However, if the employee shall have furnished 
such uniforms at the request or direction of the employer, or as a condition 
of employment, the employer shall reimburse the employee for the cost thereof 
not later than 1 week after the furnishing of such uniforms or the time of 
the next payment of wages, whichever comes later and regardless of whether 
the employee leaves his employment within such period or not. If the employee 
leaves within such period he shall be reimbursed for the cost of the uniform 
at or before leaving. 
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The employer may elect to pay regularly to employees an additional 3 cents 
per hour, but not to exceed $1.44 in any week, in lieu of laundering, cleaning, 
and maintaining uniforms. 

2. Lodging and Meals.—No charge shall be made by an employer for lodging or 
for any meal furnished by the employer to an employee whose compensation is 
predicated on the inclusion of lodging and meals except as herein indicated. 
An employee in a resort hotel receiving meals, who is employed at the part- 
time hourly rate and who works less than 5 hours on any day shall receive 
1 meal on such day. Such employee working 5 hours or more on any day shall 
receive 2 meals on such day. In any case such employee working on split-shift 
on any day shall receive one meal for each consecutive period of hours worked 
on that day. 

Nothing herein contained shall prevent such employees purchasing from the 
employer, or the employer selling to the employee, food in addition to meals 
provided as part of their compensation. 


Vv. THE FOLLOWING REGULATIONS TO SAFEGUARD THE MINIMUM WAGE STANDARDS 
IN ALL-YEAR AND RESORT HOTELS SHALL APPLY TO ALL EMPLOYEES 


1. Gratuities—In no event shall gratuities from patrons or others be con- 
sidered as part of the minimum wage. 

2. No Deductions—The minimum wage shall be subject to no deductions 
whatsoever except as authorized by statute. 

3. Apprentices and Learners.—Learners and apprentices shall be paid not less 
than the minimum wage. This provision has no application to handicapped 
workers or students in hotel administration courses in universities, colleges, 
junior colleges, high schools, or institutes as elsewhere covered in this order. 

4. Handicapped Workers—No employee whose earning capacity has been 
impaired may be paid less than the minimum wage, until a special license, 
issued in accordance with the provisions of section 658 of the labor law, has 
been obtained by the employer from the Division of Industrial Relations, Women 
in Industry and Minimum Wage. 

5. Diversified Employment.—An employee who works at diversified employ- 
ment shall be paid the minimum rate for the highest paid occupation at which 
she works for each day of such diversified employment under this order, pro- 
vided that she works for 2 hours or more at the higher paid occupation. 

6. Employment Under Other Minimum Wage Orders.—An employee of a hotel 
establishment who works for a period of 1 week solely at an occupation or 
in an industry governed by another New York State minimum wage order, 
shall not be covered by this order, but shall for that week be covered by such 
other minimum wage order. 


VI. THE FOLLOWING ADMINISTRATIVE REGULATIONS SHALL APPLY TO ALL-YEAR HOTELS 
AND RESORT HOTELS 


1. Statement to Employee.—With every wage payment to each employee sub- 
ject to mandatory order 6-C, there shall be given a statement specifying the 
rates, earnings (gross and net), deductions, and hours worked. 

2. Records.—Every employer shall keep and make available for inspection for 
at least 2 years a record of each employee, including the name, address, age 
of male under 21, social security number, occupational classification, cash 
wages paid, and daily and weekly hours worked, including the exact time of 
arrival and departure on each shift on any day in which a split shift is workeé 
or in which the spread of hours exceeds 10. The records shall also indicate 
whether employees receive meals and have uniforms laundered, cleaned cr 
maintained by the employer. 

Such records shall be kept on the premises in each establishment for a period 
of at least 2 years, and the employer shall on demand submit a sworn copy 
of such records to the commissioner or his representative together with such 
information as the commissioner in his discretion may deem necessary. 

Timecards, time sheets, or other original time records, where used, shall be 
kept for at least 2 years. 

3. Posting.—A notice issued by the Department of Labor, setting forth the 
provisions of mandatory order No. 6—-C and administrative regulations, shall 
be posted in a conspicuous place where employees can read it. 
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VII, DEFINITIONS 


1. (A) Hotel Industry.—The term “hotel industry” includes any establish- 
ment which, as a whole or part of its business activities offers lodging accom- 
modations for hire to the public, to employees, or to members or guests of 
members, and services in connection therewith or incidental thereto. 

The industry includes but is not limited to commercial hotels, apartment 
hotels, resort hotels, lodginghouses, boardinghouses, furnished room houses, 
children’s camps, adult camps, tourist camps, tourist homes, auto camps, resi- 
dence clubs, membership clubs, dude ranches, Turkish baths and Russian baths. 
The term “hotel industry” excludes: 

(a) Eating or drinking places customarily offering lodging accommodations 
of less than five rooms to the public, to employees, or to members or guests of 
members, 

(b) Establishments in which lodging accommodation is not available to the 
public, or to members or to guests of members, but is incidental to instruc- 
tion, medical care, religious observance, or to the care of handicapped or desti- 
tute persons or other public charges. 

(B) Resort Hotel_—A “resort hotel” (see definition of hotel industry) is one 
which offers lodging accommodations of a vacational nature to the public or to 
members or guests of members and which— 

(a) operates for not more than 7 months in any calendar year; or 

(b) being located in a rural community or in a city or village of less than 
15,000 population, increased its number of employee workdays (including 
adult males) during any consecutive 4-week period by at least 100 percent 
over the number of employee work days (including adult males) in any other 
consecutive 4-week period within the preceding calendar year; or 

(c) being located in a rural community or in a city or village of less than 
15,000 population, increased its number of guest days during any consecu- 
tive 4-week period by at least 100 percent over the number of guest days in 
any other consecutive 4-week period in the preceding calendar year. 

(C0) All-Year Hotels—“All-year hotels” shall be other hotels not qualifying as 
resort hotels under the foregoing definition. 

(D) Motor courts, motels, cabins, tourist homes and other establishments 
serving similar purposes shall be classified as all-year hotels unless they spe- 
cifically qualify as a resort hotel in accordance with the foregoing definition 
thereof. 

2. Employee.—“‘Employee” shall mean a woman 21 years of age and over 
and all workers of either sex under the age of 21 years employed in the hotel 
industry by the operator of the establishment or by any other employer. (Note: 
No male 21 years of age or over may be paid less than the rates fixed for 
women and minors; other requirements of this order also apply.) 

(a) Caddies: Caddies shall be excluded from this definition. This exclusion 
shall not be deemed to exclude caddies from another minimum wage order which 
covers such employees. 

(6) Camp counselors and employees in children’s camps. Camp counselors 
and employees in children’s camps who assist in guidance or instruction of 
campers and who themselves receive supervision and training from a camp 
counselor as part of their compensation whether called junior aide or by some 
other title, shall be excluded from this definition. This exclusion shall not be 
deemed to exclude camp counselors and employees in children’s camps who assist 
camp counselors from another minimum wage order which covers such em- 
ployees. 

(c) A camper who works no more than 4 hours a day for a children’s camp 
and at all other times enjoys the same privileges, facilities and accommodations 
as regular campers in such camp, shall be known as a “camper-worker” for the 
purpose of the order and shall not be deemed an employee within the meaning 
of the order. 

(d) A person while a regularly enrolled student in a Department of Hotel 
Administration in a recognized college, university, junior college, or institute 
and is required by it to acquire experience in hotel problems by accepting 
employment in a hotel, shall be exempt from this definition. Such college or 
university shall submit a list each year of such students and their places of 
employment and the probable duration of their employment to the Division of 
Industrial Relations, Women in Industry and Minimum Wage. Thereupon, 
the division shall issue a special certificate of exemption for each such student. 
Such certificate shall be delivered to the student who shall turn it over to the 
employer. The employer shall keep such certificate on file. 
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A person who while a regularly enrolled student in a vocational high 
school or other high school is required by such high school to acquire experience 
in hotel problems by accepting employment in a hotel, shall be known as a 
student worker for a period of employment not to exceed a total of 3 months, 
Such vocational high school shall submit a list of such students and their places 
of employment and the probable duration of their employment to the Division 
of Industrial Relations, Women in Industry and Minimum Wage. Thereupon 
the division shall issue a special certificate of exemption for each such student. 
Such certificate shall be delivered to the student who shall turn it over to the 
employer. The employer shall keep such certificate on file. 

(f) Turkish bath employees employed by hotels are to be considered employees 
under this order. This order is not intended to cover turkish bath workers 
employed by concessionaires in hotels or by turkish baths operated independently 
of hotels, except that employees of such turkish baths shall be considered em- 
ployees under this order if they are employed in connection with the lodging 
facilities of the establishment. 

3. Minors.—‘Minors” shall mean all male and female workers under 21 years 
of age. 

4. Chambermaid.—‘Chambermaid” means any employee whose duties relate 
solely to the cleaning and servicing of guest rooms. 

5. Service employee.—‘Service employee” shall mean any employee, except 
bellboys and baggage porters in all-year hotels, regardless of sex who customarily 
receives gratuities in excess of the difference between the service and nonservice 
rates of pay. It shall be presumed that employees whose duties relate solely 
to any of the following services are “‘service employees” 

(a) The service of food or beverage to patrons seated at tables and the per- 
formance of duties incidental thereto. 

(&) Bellboys in resort hotels. 

(c) Baggage porters in resort hotels. 

(7) Package-room messengers or delivery boys. 

(e) Doormen and footmen. 

(f) Busboys in resort hotels. 

(g) Page boys. 

6. Bellboy and baggage porter.—(a) “Bellboy” means any employee, in an all- 
year hotel, whose principal duties relate to escorting guests to their rooms, 
carrying their hand luggage and performing services for guests at their request, 
and who customarily receives gratuities in excess of the difference between the 
beliboy-baggage porter and nonservice rates of pay. 

(b) “Baggage porter” means any employee in an all-year hotel whose principal 
duties relate to handling and storage of baggage of hotel guests, and who cus- 
tomarily receives gratuities in excess of the difference between the bellboy-bag- 
gage porter and nonservice rates of pay. 

It shall be presumed that all employees other than those mentioned above in 


definitions 5 and 6 are “nonservice employees”. Substantial proof must be 
presented to the Department of Labor to rebut this presumption. 
7. Nenservice employee.—‘Nonservice employee” means all employees except 


service employees and bellboys and baggage porters in all-year hotels. In resort 
hotels a chambermaid shall not be deemed a nonservice employee unless she fails 
to receive gratuities in excess of the difference between the chambermaid and 
nonservice rates. 

Ss. Camp counselor.—A “camp counselor” is one who has personal charge of a 
bungalow, tent, or other structure used by campers or who is responsible for 
the activity of a group of campers, or for their care, guidance or instruction in 
a camp catering exclusively to children. 

9. Residential employee.—‘ Residential employee” shall mean an employee who 
receives lodging accommodations from his or her employer as part of his or 
her wage and for whom such accommodations are regularly available at all 
times. This provision shall apply to all-year hotels and resort hotels. 

10. Working time.—‘Working time’ means actual service or time of permitted 
attendance at the establishment, and time spent in traveling at the request of the 
employer from one of his establishments to another. 
residential employees. ) 

11. Split shift—(a) A “split shift” is a schedule of daily hours in which the 
hours of work required or permitted are not consecutive. Interruption of work- 
ing hours for any meal period of 1 hour or less does not constitute a split shift. 
(b) An “interval off duty” is time during the work day other than working time. 
waiting time, travel time, and time off duty for any meal period of 1 hour or less. 


(This does not apply to 
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12. Spread of hours.—The “spread of hours” is the interval between the begin- 
ning and end of the workday. The spread of hours for any day shall include 
working time plus time off for meals plus time off duty. 

13. Uniform.—The term “uniform” includes any garment such as dress, apron, 
collar, cuffs, or headdress, which is worn by the employee either at the direction 
of the employer or as a condition of employment. It shall be a presumption that 
the employer has required his employee to wear uniforms if such garments are 
of a similar design, color or material or form part of the decorative pattern of 
the establishment. However, items of clothing that usually and commonly are 
worn by a person as part of a normal wardrobe are not to be considered part of 
a uniform. 

14. Meal.—A “meal” shall provide adequate portions of a variety of wholesome, 
nutritious foods. As a standard it should include at least one of the types of 
food from all four of the following groups: 

(1) Fruits or vegetables. 

(2) Cereals, bread or potatoes. 

(83) Eggs, meat, fish or poultry. 

(4) Milk, tea or coffee; 
except that for breakfast group | 
are offered in group (2). 

A meal shall be deemed to be furnished by an employer to an employee whose 
compensation is predicated on the inclusion of meals, or who is entitled to 
meals under this regulation, when the meal is made available to the employee 
during reasonable meal periods. 

15. Diversified employment.—The term “diversified employment” means em- 
ployment in an all-year hotel of any employee who is required or permitted 
to perform the duties of a service employee, bellboy, or baggage porter as well 
as those of a nonservice employee and the employment in a resort hotel of an 
employee who is required or permitted to perform either the duties of a service 
employee as well as those of a chambermaid or the duties of a chambermaid as 
well as those of a nonservice employee. 

16. Voluntary absence.—‘Voluntary absence” means an absence which is not 
designed or planned by the employee and the employer to evade the minimum 
wage standards. Recurrent or periodic absence is not voluntary absence except 
absence for medical treatment under a doctor’s care. 


5) may be omitted if both cereal and bread 
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WAGE ORDERS 


1. Mule employecs.—Minimum wage orders for women and minors apply also 
to adult male emeployees. (Section 663a.) 

2. Posting.—A digest and summary of a minimum wage order shall be posted 
by every employer affected in a conspicuous place where employees may read it. 
(Section 663. ) 

3. Handicapped workers.—No employee whose earning capacity is impaired by 
age, physical or mental handicap may be paid less than the minimum wage unless 
a special license therefor has been issued by the Department of Labor. (Section 
658, ) 

4. Penalties —(A) Payment of less than the minimum wage to any employee is 
a misdemeanor, punishable on conviction by fine or imprisonment or both. (Sec- 
tion 664: 2.) (B) Failure to keep required records or furnish them for examina- 
tion is a misdemeanor, punishable on conviction by fine. (Section 664:3.) (C) 
Discrimination against, or discharge of, any employee because of participation in 
any investigation or hearing related to the Minimum Wage Law is a misde- 
meanor, punishable on conviction by fine. (Section 664:1). 

5. Civil suit—Any employee who has been paid less than the minimum wage 
may sue for the difference between the wage paid and the minimum wage, 
through the Department or through his own attorney. (Section 665) 

Address all inquires and complaints to the Division of Industrial Relations, 
Women in Industry, and Minimum Wage at the nearest office listed below : 

New York City: 8O Centre Street 

Albany : State Office Building 

Binghamton: 221 Washington Street 

Buffalo: State Office Building 

Rochester: 155 West Main Street 

Syracuse: 472 South Salina Street 

Utica : 500 Charlotte Street 
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STATE OF NEW YORK DEPARTMENT OF LABOR 


MINIMUM WAGE ORDER No. 5—b FOR THE RESTAURANT INDUSTRY, EFFECTIVE 
FEBRUARY 15, 1953—PROMULGATED PURSUANT T0 ARTICLE 19 OF THE LAW 





Edward Corsi, Industrial Commissioner 


I. MINIMUM WAGE STANDARDS 
1. Basic full-time rates 


A full-time employee is one who works more than 30 hours in any week. 


[Cents per hour] 


Without meals With meals 





Service employees- - 
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2. Part-time rates 

A part-time employee is one who works 30 hours or less in any week. The 
part-time rate shall not apply to employees who work 30 hours or less in any 
week as the result of voluntary absence. In no event shall the earnings for 
total hours worked in excess of 30 in any week be less than the total that may 
be earned at the part-time rate for 30 hours in any such week. 


[Cents per hour] 


Without meals} With meals 
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3. Overtime rates 


The minimum overtime rate shall be one-and one-half times the applicable full 
time “with meals” rate, plus 10 cents hourly where meals are not furnished. 


Cents per hour] 


Without meals With meals 


| 
Service employees aie os s Soa 73 | 63 
Nonservice employees ; Bs $1. 0744 97144 


Overtime rate shall be paid for all hours in excess of the hours set forth in 
the following schedule: 
44 hours during the first year of this order 
42 hours during the second year of this order 
40 hours thereafter 


}. Adidtional rate for split-shift or spread of hours 


On any day in which (a) the spread of hours exceed 10 or (0) there is more 
than one interval off duty (excluding any meal period of 1 hour or less), or 
(c) both situations occur, an employee shall receive 75 cents in addition to 
the hourly wages earned. 


5. Minimum daily rate 


An employee, who, reports for duty on any day whether or not assigned to 
actual work, shall be paid (a) for at least 3 hours for 1 shift or 3 consecutive 
hours or less, (0) for at least 6 hours for 2 shifts totaling 6 hours or less, (c) 
for at least 8 hours for 8 shifts totaling 8 hours or less. Payment shall be 
made at the minimum hourly rate applicable to the classification of the employee, 
the number of meals received, and the total number of hours of working time 
for that week. This provision shall not apply to employees who are students on 
the workday when they are required to attend school but such employees shall be 
paid for each hour or fraction thereof of actual work or permitted attendance at 
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the minimum hourly rate applicable to the total number of hours of working time 
for that week. 


II. REGULATIONS TO SAFEGUARD MINIMUM WAGE STANDARDS 


1. Gratuities.—In no event shall gratuities from patrons or others be counted 
as part of the minimum wage. 

2. Uniforms.—If the employer requires uniforms, it shall be his responsibility 
to furnish them. However, if an employee furnishes such uniforms the employer 
shall reimburse the employee for the cost thereof as part of his wages. The em- 
ployer is to maintain uniforms for all employees. The employer may elect 
however, to pay regularly to employees an additional three cents per hour in 
lieu of maintaining uniforms. 

3. Meals.—An employer who pays the “with meals” rate shall furnish one 
meal a day to each employee who works less than 5 hours on any day and two 
meals to any employee working 5 hours or more on any day. An employee 
working on a split-shift on any day shall receive one meal for each consecutive 
period of hours worked on that day. 

No charge shall be made by an employer for any meal furnished by the em- 
ployer to the employee. 

4. Allowance for lodging.—The value of lodging where actually furnished to 
any employee may be considered as an addition to the cash wages paid 


as 
provided below. 
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5. Waiting time.—Waiting time (other than time off duty for split-shift), 
during which an employee is required or permitted to wait during the work- 
day while no work is provided by the employer, shall be counted as working 
time. Such waiting time shall be paid at not less than the minimum hourly 
rate applicable to the total number of hours of working time for that work. 

6. No deductions —The minimum wage shall be subject to no deductions 
whatsoever except as authorized by statute and herein. 

7. Travel time and travel expenses.—Any employee who is required or 
permitted to travel from one establishment to another after the beginning or 
before the close of the workday shall be compensated for travel time at the 
same rate as for working time and shall be reimbursed for carfare. 

8. Apprentices and learners.—The same minimum wage standards shall 
apply to all women and minors. No learners and no apprenticeship period shall 
be allowed. 

9. Employment under other minimum wage orders.—An employee who on 
any day works at an occupation governed by this order and at an occupation 
governed by another New York State minimum wage order, shall be paid for 
such day in accordance with the provisions of that applicable order which 
yields the higher rate, provided that she has been employed for 1 hour or more 
at the higher paid occupation. 

III. DEFINITIONS 


1. Restaurant industry.—The term “restaurant industry” includes any eating 
or drinking place which prepares and offers food or beverage for human con- 
sumption either on\any of its premises or by such service as catering, banquet, 
box lunch or curb service, to the public, to employees or to members or guests 
of members and services in connection therewith or incidental thereto. 

The term “restaurant industry” excludes eating or drinking places operated 
by establishments customarily offering lodging accommodations of five or more 
rooms to the public, to employees or to members or guests of members, and also 
establishments where the service of food or beverage is not available to the 
public but is incidental to instruction, medical care, religious observance, or 
the care of handicapped or destitute persons or other public charges. 

2. Employee.—‘Employee” shall mean a woman 21 years of age and over 
and all workers of either sex under the age of 21 years employed in the 
restaurant industry by the operator of the establishment or by any other 
employer. 

3. “Service” employee.—*Service” employee means any employee who re- 
ceives gratuities in any amount greater than the difference between the mini- 
mum wage at the “service” employee rate and the minimum wage at the “non- 
service” employee rate. 
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$. “Nonservice”’ employee—Nonservice” employee means any employee not 
classified as a “service” employee as defined herein. 

4a. Classification as a “service” or “nonservice” employee shall be on a 
weekly basis except that an employee may not be classified as a “service” 
employee on any day of such week in which he or she has been assigned to 
work at which gratuities are not customarily received. 

4b. The employer shall have the burden of proof that an employee receives 
sufficient gratuities to entitle him to classify such employee as a “service 
employee.” 

5. “Minors.’—‘*Minors” shall mean all male and female workers under 21 
years of age. 

6. Working time—‘Working time” means actual service or time of per- 
mitted attendance at the establishments, and time spent in traveling from one 
establishment to another which is requested by the employer. 

7. Split-shift and spread of hours—(a) A “split-shift” is a schedule of daily 
hours in which the hours of work required or permitted are not consecutive. 
Interruption of working hours for any meal period of 1 hour or less does not 
constitute a split-shift 

(b) The “spread of hours” is the interval between the beginning and end 
of the workday. The spread of hours for any day shall include working time 
plus time off for meals plus time off duty. 

(c) An “interval off duty” is time during the workday other than working 
ime, waiting time, travel time and time off duty for any meal period of 1 
hour or less. 

8. Uniform.—The term “uniform” includes any garment such as dress, apron, 
collar, cuffs, or headdress which is worn by the employee either at the direction 
of the employer or as a condition of employment. It shall be a presumption 
that the employer has required his employees to wear uniforms if such gar- 
ments are of a similar design, color or material, or form part of the decoratitve 
pattern of the establishment. 

9. Meal—A “meal” shall provide adequate portions of a variety of whole- 
some nutritious foods and shall include at least one of the types of foods from 
all the following groups: 

(1) Fruits or vegetables; 

Cereals, bread or potatoes ; 

) Eggs, meat, fish or poultry ; 

(4) Milk, tea or coffee: except that for breakfast, group (3) may be 
omitted if both cereal and bread are offered in group (2). 

10. Voluntary absence.—“Voluntary absence” means absence for any reason 
not directed or permitted by the employer and not designed by employer and 
employee to evade the minimum wage standards. 


IV. ADMINISTRATIVE REGULATIONS 


1. Statement to employee.—With every wage payment to each employee sub- 
ject to this order, there shall be given a statement in the form prescribed by the 
commissioner, explaining the rates and earnings received under this minimum 
wage order. 


2. Records.—Every employer shall keep and make available for inspection for 


at least 2 vears, a record of each employee including the name, address, age of 
male under 21, social security number, occupational Classification, cash wages 
paid, and daily and weekly hours worked, including the exact time of arrival 
and departure on each shift on any day in which a split-shift is worked or 
in which the spread of hours exceeds 10. The records shall also indicate whether 
employees receive meals and have uniforms laundered, cleaned or maintained 
by the employer. 

Such records shall be kept on the premises in each establishment for a period 
of at least 2 years, and the employer shall on demand submit a sworn copy of 
such records to the commissioner or his representative, together with such in- 
formation as the commissioner in his discretion may deem necessary. 


Timecards, timesheets, or other original time records, where used, shall be 


kept for at least 2 years. 

3. Certificate of age——For purposes of this order each employer shall keep on 
file a certificate of proof of age for each male minor under 21 years of age ¢ 
ployed in the restaurant industry , 
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4. Posting.—A notice issued by the Department of Labor, setting forth the pro- 
visions of this order and administrative regulations shall be posted in a con 
spicuous place where employees can read it. 














SUMMARY OF LAWS RELATING TO MINIMUM WAGE ORDERS 








1. Male employees.—Minimum wage orders for women and minors apply also 
to adult male uy tory (sec. 668a). 


2. Posting.—A digest and summary of a minimum wage order shall be posted 
by every employer affected in a conspicuous place where employees may read it 
(sec, 663). 


» 


3. Handicapped workers.—No employee whose earning capacity is impaired 
by age, physical or mental handicap may be paid less than the minimum wage 
unless a special license therefor has been issue by the Department of Labor 
(sec. GOS). 

$. Penalties—(A) Payment of less than the minimum wage to any employee 
is a misdemeanor, punishable on conviction by fine or imprisonment or both 
(sec, 664:2). (B) Failure to keep required records or furnish them for exami- 
1ation is a misdemeanor, punishable on conviction by fine (sec. 664: 5) (C) 
Discrimination against, or discharge of any employee because of participation 
in any investigation or hearing in relaton to the Minimum Wage Law is a mis 
demeanor, punishable on conviction by fine (sec. 664: 1). 

5. Civil suit—Any employee who has been paid less than the minimum was 
may sue for the difference between the wage paid and the minimum wage, 
through the Department or through his own attorney (sec, 665). 

Address all inquiries and complaints to the Division of Industrial Relations, 
Women in Industry, and Minimum Wage, at the nearest office listed below: 














New York City: 80 Centre Street Rochester : 155 West Main Street 
Albany: State Office Building Syracuse: 472 South Salina Street ‘ 
Binghamton: 221 Washington Street Utica: 500 Charlotte Street 


Buffalo: State Office Building 


Mrs. Arcasr. The hotel order provides for 0 cents for nonservice 
workers in New York City, 72 cents elsewhere in the State: 50 cents 
for dining room service workers and 48 cents for bellman and bae- 
gage porters in New York City, and 45 cents for this category outside 
of New York. Rates in resort hotels are considerab ly less. You will 
note that a resort hotel such as the well-known and large income- 
sehngest ing Grossingers Hotel in New York has the benefit of a resort 

‘ate which is as little : as sS a elk The rates I refer to were set by a 
minimum wage order in 1952. At that time the rates were already 
inadequate, being considerably below the $1.16 an hour then required 
for minimum standard of living for a woman living with her family; 
that is s, havi Ing ho one to support. 

As I pointed out, the board is convened on petition and after in- 
vestigation. The people who need the protection of minimum wages 
are unorganized and unable to cope with the intricacies involved. 
Another difficulty is to get people to serve on the board because a 
tremendous amout of time and care and skill is required from the 
board members. 

We have been having hearings of these minimum wage boards in 


New York State ae The first ee of the rec ently convened 
hotel minimum w: : board was held in New York City on Febru: 

27 to give wae ‘alates and the pabfic 6 a chance to come in an 
state their views. Please note it took us 5 years to get this board con- 


vened. 

As far aus worker witnesses are concerned, it is a practical impossl- 
bility for them to take time off from work to come in and present a 
picture of the services they render and the conditions under which 
they live, in order to convince the board to fix a realistic minimum 
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wage. However, this archaic procedure has been going on ever since 
the minimum w age law was passed in New York, not for a statutory 
minimum, but directing the appointment of various wage boards w hen 
conditions indicated the necessity. 

Hearings took place March 6 in Buffalo and March 7 in Syracuse 
and another hearing will take place in Albany on April 30. In addi- 
tion to that, there will be he: arings in the so-called resort area 

The reason I go into this in suc ‘h detail is that we in New Y ork are 
considered one of the foremost States in social legislation and if we 
have what I consider a very backward proc edure, one that takes us 
about 5 years to get convened in a hearing, how much more difficult 
must it be in the States where there is nothing going on, no minimum 
wage board, no minimum wage law or if they have minimum w: age 
boards they have their difficulties. 

For instance, I saw in the Senate hearings that the industrial com- 
raissioner of the State of New Jersey, who also operated under wage 
boards, had a tremendous amount of difficulty getting whatever orders 
were promulgated enforced. In that case, if I recall it correctly, 
they were having difficulty because industry groups were coming and 

saying, “Well, New York’has one rate. I -ennsylvania, which borders 

on New Jersey, has another rate. This is unfair competitively and 
we feel, therefore, the New Jersey order is unfair,” so that the state- 
ments on wage laws, I think, are in a sort of garbled situation if one is 
obliged to look for relief to them for hotel workers, which is the 
basic problem here. 

Mr. Ayres. Would the lady yield for a question? 

Mr. Ketiey. Go ahead. 

Mr. Ayres. Are a large percentage of your hotel employees in New 
York City organized ? 

Mrs. Arcase. Yes, sir, they are. 

Mr. Ayres. They are all organized ? 

Mrs. Araase. I would say that the largest percentage are. We rep- 
resent that percentage. I may add here what I should have said 
right at the outset, that for our group of organized workers in New 
York City there is no problem here of the minimum wage. Our low- 
est paid workers are well above the minimum set by the Fair Labor 
Standards Act, in other words, well above 75 cents, well above $1, 
except for the tipping employees. In addition, we have the usual 
and larger fringe benefits. We have not only insurance, but we have 
our own health center and we have a pension plan, as well as the 
vacations, the holidays with pay and time and a half for overtime. 

Mr. Ayres. Do these 35,000 employees that you represent include 
the tipping personnel as well ? 

Mrs. Ar@ase. Yes. 

Mr. Ayres. What percentage of that 35,000 are tipping personnel ? 

Mrs. Araase. I would say from three to four thousand workers. I 
do not know how to put it in percentages. 

Mr. Ayres. That would be roughly 10 percent of the employees. 

Mrs. Arease. That is of front service workers. There would be 
probably an additional similar number of what we call the dining 
room workers, because there are two different unions and two different 
categories. 

Mr. Ayres. I realize that. I think it is very important to draw a 
distinction here. When you say that the minimum wage would not 
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be any issue except for the tipping employees may we construe from 
that that the minimum wage only covers desk clerks and not kitchen 
personnel that are not connected in any way in dealing directly in 
furnishing a service to the guests ? 

Mrs. A1ease. Those are what we would call our nonservice em- 
ployees who in New York City would be covered by the 75 cents mini- 
mum. The others would be covered by the 50 cents minimum. 

Mr. Ayres. But you represent them. Let us take a dishwasher. 

Mrs. Arease. A dishwasher would get about a dollar and a quarter 
an hour. A maid gets $1.10 an hour. Now, let us get a waiter 
or a bellman, if you want to take the tipping employ ees as a contrast. 
I am sorry I did not bring the contract with me. Roughly, a waiter 
would be getting $29.40 a week for a 40-hour week which means that 
he is below the $1 an hour but he is getting the fringe benefits as part 
of his wage. 

Mr. Ayres. You have no hotel employee in a nonservice capacity 
making less than $1 an hour. 

Mrs. Arease. Not less than $1.10. 

Mr. Ayres. That is your lowest wage? 

Mrs. Atease. That is the lowest. 

Mr. Ayres. You have no way of actually determining what the 
gross income of the service employee is because the tips are a large part 
of his income. 

Mrs. Arease. This touches on a very interesting and tender point 
in many respects. We personally would have no way of knowing 
what those earnings were. There is a way of knowing what the earn 
ings are. That is “that every tipping employee has to pay an income 
tax whether he likes it or not. He has to pay it on his tips plus his 
wages. New York State, fortunately, has a formula by which that 
much is ascertainable because New York State unemployment insur- 
ance requires a tax on gratuities, a tax on tips, so that a worker 
unemployed will get a benefit of his wages plus tips and they have 
been formalized at the basis of $2 a day for tax purposes. This really 
brings me to a discussion of pte a Mitchell’s recommendations. 
i read that he had suggested that if the Fair Labor Standards Act 
were to be amended he had a section which said that tips were to be 
included as part of the minimum wage, as I read it. I wanted to 
say that I would object even though historically this may have been 
going on to the inclusion of tips in the minimum wage because I 

say for social-secur ity purposes tips are not included, and a tipping 
worker who gets his wages plus tips, when he retires on social security, 
gets only the benefit of his low w ages. He does not get the benefit of 
his tips. 

The other point that I would make is that tipping comes from the 
public, is really a subsidy of the hotel industry by the public. If one 
is to say that the public, therefore must be responsible for the mini- 
mum needs of a worker, I consider this is a wrong philosophy of the 
minimum-wage law. 

Mr. Ayres. But you will concede that, shall we say, a waiter in the 
Mermaid Room at the Park Sheraton Hotel in New York is much 
better off than a dishwasher even though the waiter gets $29.40 a week ? 

Mrs. Argase. If you asked me about the Waldorf I would be in 
a position to say. 
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Mr. Ayres. I cannot afford to go to the Waldorf. 

Mrs. Ataase. I do not know the business of the Mermaid Room. 

Mr. Ayres. I cite that as an example of a restaurant with which 
I happen to be familiar. 

Let us take the Embers Restaurant. 

Mrs. Aucasr. If we say that business is good in the Mermaid Room 
and they have a certain amount of turnover, then it would follow 
that the tips would be better. Unfortunately, I am not really in a 
position to say which is the better of the two jobs. 

Mr. Ayres. Regardless of the place that that waiter happens to 
work ? 

Mrs. Aueasr. I would savy that the place that the waiter has to work 
makes a great deal of difference. 

Mr. Ayres. I have heard that in some of the places in New York the 
waiters have to pay someone to get on as a waiter. 

Mrs. Areasr. That is a very interesting point. There was a period 
when that used to be r ampant in the hotel industry, that peop le used 
to pay for all kinds of jobs in the hotel industry and the hotel i ndustry 
used to say, “We are doing you a favor by letting you come and work 
here because you have an opportunity to make money.” As far as I 
am concerned, that course of conduct stopped when the union came 
in to represent the workers to see that there was not this kind of 
exploitation in the industry. We do not know whether that does 
vo on outside of the organized places in order for a man to have 
the opportunity to approac h the pub lic and get tips from them, but 
that does not mean oo at the tips are necessarily good. 

Mr. Ayres. If a waiter is out of work and he belongs to the union 
_ wants to get a Piéh: does he come through the union representative 
yr may he vo directly to the employer ? 

Mrs. Avaase. If you are talking about New York City which is 
the one I have e xperie nee with, the Hotel Association of New York 
City and the Hotel Trades Council which is the union counterpart 
have an arrangement with the New York State Emplovment Service 
and the New York State Employment Service has what it ealls 
hotel placement office which is run for the use of the industry so that 
all workers go to the hotel placement office for jobs and thev are 
placed really by the New York State Employment Service in the 
industry. 

Mr. Ayres. How does that rae so pay his dues then / 

eo Anease. By checkotf after he becomes a member of the union 

rif he is a member of the union when he goes in he has been keeping 
up his payments. It does not make a difference whether the applicant 
is A unlon member or not when he apphies for the job but the associa 
tion is under the obligation by contract of filln o its loh through the 
hotel placement office of the New York State Kmployment Office and 
it has been found to be one of the nm ways of vetting sood | 
furnishing service to employees generally 

Mr. Ayres. I can see that you are ver familiar with this situation. 
I was told within the last 2 weeks by an elovta wat who is ve 
with the placing of waiters in ~ ow York Citv that the ar o 
income of a waiter in New York City was roughly $110 a week. includ 


ing the $29.40 and tips . That is on a 6-day week. 
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Mrs. Arease. I think if that is the average that is a tremendously 
high average. I would say there may be waiters that make it but I 
would not say that that was the average. 

Incidentally, I think it might be of help to you if I sent you a copy 
of the survey that New York State made on the earnings of hotel 
employees all over the State. It includes New York C ity but there 
IS a omplete breakdown. They have figured out the average earnings 

exclusive of tips at $1.16 an hour and they have some discussion in it of 
ahadeods they did learn about tips and it may be of some he lp to you. 

Mr. Ayres. Frankly, with all due respect to your position, I am 
more interested in Akron, Ohio, my town, than Iam New York City, 
but in an effort to get a comparison and having been working very 
closely with our able chairman, I have made it a point in wie ‘ast 3 
weeks to talk to a lot of waiters and waitresses and doormen where 
we have been in different parts of the county in an effort to find out 
why this great variation exists. For instance, in my hometown the 
waiters get 58 cents an hour. They are somewhat close to what your 
setup is here on the 48-hour week which they work, but there are 
liter: te hundreds of nonservice employees at 75 cents an hour and 
they have no opportunity to get any added remuneration for their 
services at all. 

Mrs. ALG \SE. No, they have not, and there is also the fact that 
regardless of whether they are nonservice employees, where there is 
union organization there are those securities which are important. 
There is the question of the complaints, the handling of grievances 
that come under a union contract. There is the question of the vaea 
tions. ‘There is the question of overtime, the question of holidays with 
pay, the question of insurance of several kinds, the question of pension 
programs. Our retired workers have a pension program. All of these 
added to cents an hour are terrib ly import: int dollarswise. but the 
unorganized worker will have nothing perhaps but that 38 cents 
minimum plus his tips which incidentally he will not get when he 
retires and as you say the nonservice employee is stuck definitely. 

Mr. Ayres. These workers are organized. That is the basis on 
which the contract has been negotiated with those figures ? 

Mrs. Aucasr. There are some hotels that are what I call partly 
organized and not completely organized. I know more about hotels 
than restaurants because we represent the hotel workers. 

Mr. Ayres. If the employee is on the hotel’s payroll but works in 
the restaurant of the hotel, you still represent him / 

Mrs. Avcase. Then he is a hotel employee but outside of New York 
and even in New York State I have noticed that there may be one 
local which will represent waiters and they will have a comer net 
with a hotel for the waiters in the dinning room. The rest of the 
hotel may be completely unorganized but if you asked that hot el 
owner he would say, “My hotel is organized,” so that even in a place 
where you have certain culin: ary unions it does not necessarily mean 
that the entire hotel is organized. By the entire hotel, I mean even 
the maintenance people, the people down in the boiler room, because 
our group is a group of all the workers in every phase of the operation. 

Mr. Ayres. But you feel that even though e ‘:mployees W a are repre- 
sented by the union negotiate their contract, if they cannot negotiate 


a cvood contract whic h is satisfactory to the position you are taking 
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here, that then the Federal Government should say, “You have to at 
least start negotiating at a certain level.” 

Mrs. Aucaser. I would say that I think one should start negotiating 
at a certain level. You may not find many unions who will come 
in od say, “We want the Government to help us to negotiate,” be- 
cause I do not think that any union would want to say that, but 
from the point of view of the basic needs of workers, I do not care 
where they are if they are not getting the minimum needs regardless 
of whether they are coming under union contracts or not, I think that 
under the basic philosophy of the Fair Labor Standards law they 
should be helped. 

Mr. Ayres. They probably take into consideration the higher cost 
of living in your city in comparison to many other places. 

Mrs. ALGASE. Again, I am going to say something in relation to 
New York State which I think may be borne out very well by the 
rest of the country. We have found that in upstate New York cost 
of living is higher in 2 or 3 cities than it is in New York City and 
the other day T was listening to a telephone operator from Alabama 
do a comparison of what she had to pay for potatoes, peas, meats, 
and so on, in comparison with what she had read were New York 
standards, and found she was paying more down where she was. 

Mr. Horr. Would the gentleman yield? 

Mr. Ayres. Yes. 

Mr. Hour. What cities are those in New York State? 

Mrs. Aruease. One is Rochester, one is Buffalo, and I don’t know 
whether I should call the other a city but the other is Glens Falls. If 
lam wrong in the name of one, I can give you the correction, but I have 
just been going through those hear ings, and I have the cost-of-living 
figures for New York State which I think are right here, which show 
the comparisons so that we can check that. 

The entire New York State figure was $2,588. New York City was 
$2,609. Rochester was $2,660. Glens Falls was $2,655. Buffalo is 
under New York City, so that it is two cities. It is Rochester and 
Glens Falls. 

I am going to give you these figures so that you can make your own 
compar isons, if you would like to do so. 

Mr. Ayres. Do you think that if the Federal law covered hotel 
employees, it would assist the bargaining agents in negotiating higher 
contracts ¢ 

Mrs. Auease. Well, I think that that cannot be denied. I think 
that any time there is a floor, it is a floor from which bargaining 
starts. 

Mr. Ayres. Your position is that the floor should be the same on 
a national basis rather than having each community establish its own 
floor ? 

Mrs. Auease. That is right. I think that when I started I said 
I don’t know why one low-paid worker should be discriminated 
against as compared with another low-paid worker. This is not a 
question of a higher standard of living at all. That, I think, is the 
union’s job. Negotiating for the higher standard, I believe, is the 
union’s job. I dothink that the minimum need is covered in there. 

As I was w: alking hei of my office yesterday I ran into a woman 
photographer, and she said “I picked up the report on the cost of 
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living for women workers in New York City and I see that it is $50 
a week or a little over. I am going to ask you a question: How does 
anybody live on that?” 

Last night I was at a dinner party and the same thing happened. 
People are shocked by these cost-of-living figures because they are so 
low, and they do not know that there are “people who are earning less 
than that in the hotel field. 

Mr. Ayres. Have you been able to break down your employees on 
the basis of those who are the sole breadwinner of the family? 

Mrs. Arcasr. What we do is that we do not have a survey made in 
our own industry because it is really too complicated, but whenever 
I examine people, for instance, for the minimum wage hearings that 
we had in New York State, I ask that of each woman that comes 
in, and I have found that in practically every case she either had a 
sick husband to support who is out of work or an aged mother, or she 
was a widow and was supporting children. T here are very few who 
are single women in the sense that we mean that they have only them- 
selves to take care of. I think such surve ys have been made by the 
United States Department of Labor to show how many women in 
the work force there are who have families to support. I think it is 
in the Handbook for Women Workers, issued by the Department of 
Labor. I have a copy with me. I will be glad to give it to you be- 
cause there may be interesting figures. 

Mr. Ayres. I think that they would be interesting. 

I have one more question, and then I will yield back, Mr. Chairman. 
When these people as you imply, are not paid a living wage, why do 
they stay in the industry ? 

Mrs. Areasr. That again is a very interesting question. It has 
been answered in several w ays. 

When I am being very, very snide, I don’t ask the hotel owner why 
he is staying in his industry if he is ‘pleading poverty. Why does wl 
ask the worker why he stays in the industry if it doesn’t pay a living 
wage? I think my question is a fair answer. 

Aside from ev erything else, people do not move from industry to 
industry. If they hav e gotten into one area, they usually stay because 
of the hazards of going into another. 

In the upstate hearings I learned to my surprise that there was a 
considerable turnover, that people were leaving the industry because 
the wages were not high enough. Ours is one of the lowest-paid indus- 
tries in the country, as you know, and the fact remains that it is just 
not paying off, so they are losing skilled workers. 

One of the objections that was being made to the increase in mini- 
mum wage was “Well, we take care of a lot of part-time people who 
are not very skilled. If we have to pay a decent wage, we will have to 
go out to get skilled workers. We won’t be able to get unskilled 
workers.” 

So, my answer to you, I think, is that by and large, there is more 
turnover than we are aware of unless, as in our own case, we have a 
contract which stabilizes the industry so that it makes it attractive 
to the worker to stay in, even at the low rate, because he has certain 
securities which he does not want to give up. 

If a man moves out of our industry, even a low-paid person, he is 
giving up his possibility of a pension, he is giving up his hospitaliza- 
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tion, his medical care, and his family insurance. He does not want to 
give those up. 

Mr. Ayres. Your position is that where he is represented by an 
organization as effective as yours, you have made the job attractive ? 

Mrs. Auegase. That is very true. What we are saying is that, since 
the unorganized worker does not have these protections, and you say 

“If you don’t like it, get out and go somewhere else,” what is going 
to happen if there is a depression, and there will be no floor? Where 
will that hotel worker be? We have to consider that, too. 

There are two reasons for the minimum-wage law, not one. I 
think, even in my own case, we are inclined to treat everything as a 
bargaining matter, even the question of a minimum wage, and to 
forget that there was a philosophy behind the minimum wage to 
start with. 

I notice that by original interpretation of the first wage and hour 
law, in 1938, one of the hotel establishments operating as they do now 
would have been considered as being under the protection of the 
minimum-wage law and the workers would have been protected. They 
were really taken out by the broadened exemptions of 1940, and I am 
saying that I do not think it is fair, and that they ought to come back. 

Mr. Keiiey. Have you finished your statement ? 

Mrs. AuGase. I have, more or less. I think that some of the ques- 
tions that Mr. Ayres asked of me were probably covered in the body 
of my statement, and I do not think it will be necessary for me to 
continue, Mr. Chairman. 

I have some figures here that might be of interest to you. I see by 
the January 1957, edition of the Monthly Labor Review, issued by 
the United States Department of Labor, that for August 1956, the 
employment figures show 582,600. 

In October 1956, it was 475,000 plus. 

For the year of 1955 is was 498,000 plus, and in 1954 it was 494,000 
plus. 

Now, this would seem to indicate a rise and fall and a turnover, but 
some of it might be attributed to seasonal employment. I just brought 
these figures because I wanted to bring it up to date as much as I 
could. 

Mr. Keniry. Do you have any questions, Mr. Holt ? 

Mr. Horr. I want to compliment you on your testimony. 

Mrs. Aueasr. Thank you, Mr. Holt. 

Mr. Horr. Your diction is excellent. 

Mrs. Aucase. Thank you. 

Mr. Horr. I come from Hollywood. We look for things like that. 

How long have you been with the union ? 

Mrs. Aveasr. I have been with them for almost 5 years. 

Mr. Horr. In what capacity? 

Mrs. Augasre. As a lawyer. I am only interested in this field of 
minimum wage, une mployme nt insurance, workmen’s compensation, 
and so on. 

Mr. Hour. Does your union have a convention at which it deter- 
mines the policies outlined in your statement ? 

Mrs. Auease. I will have to explain our union. Our union is a 
council of 10 unions, all AFL-CIO unions, which have their own 
internationals. 
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I think I will enumerate them so that you will understand. 

For instance, we have local 6 which is the houskeeping, kitchen, 
dining room department. They are part of the Hotel and Restaurant 
International. 

About 20,000 of the workers in that group are in that union. 

We have local 144, which is the front service employees, the bellmen, 
porters, and so on. They belong to the Building Service Interna- 
tional. This local is in our union. 

We have the electricians’ union, which belongs to its own inter- 
national, and they are in our union. 

The carpenters and the upholsterers are a part of an international 
union. 

We have the telephone operators, painters, office workers, which also 
have their international, and they are all in this council, which is 
« bargaining council. We do all the negotiations. We administer 
the contract, handle all the grievances. Our council has an executive 
board on which these different unions are represented, and all policy 
is set for the council at a meeting of the representatives of these unions 
on our executive board. 

Mr. Hour. In other words, in your statement here today, you are 
representing these unions, whose internationals you have enumerated, 
on a local and not on an international basis / 

Mrs. Auease. That is right. When I testified on the Senate side 
last year, I mentioned that the Hotel and Restaurant Internationa! 
had had as part of its convention proceedings some years ago an en- 
dorsement of the extension of the minimum wage to hotel and res- 
taurant workers and by reference I alluded to that and at that time 
said I had their permission to say that at that point, that they were in 
favor. 

Mr. Hour. Which international is that ? 

Mrs. Auease. That is the Hotel and Restaurant International. 

Mr. Hotr. Have these local unions which you are representing taken 
similar action, or are you speaking as representative of the council ? 

Mrs. Augasr. Whether all of their unions have taken similar action, 
I would not know. 

Mr. How. It is important for me to know whom you are represent- 
ing. 

Mrs. AuGcase. I am representing only this group of locals. 

Mr. Hott. Those locals have taken action / 

Mrs. Auease. That is right. 

Mr. Horr. When these people meet as a union, do they meet as a 
part of your trade council or meet in their other locals ¢ 

Mrs. ALGAse. They have their own membership meetings. 

Mr. Hour. They elect a representative to your council ? 

Mrs. Arease. That is right. 

Mr. Hour. Do they pay dues to the local to which they belong ? 

Mrs. AuGAse. Yes; they do. 

Mr. Hour. Do they pay dues also to your trade council ? 

Mrs. Avgase. I think there is a per capita payment to the trade 
council, 

Mr. Hott. Do you know? 

Mrs. ArGAse. Yes, thereis. Actually, is works almost the other way 
around, because the checkoff of members’ dues comes right to the Hotel 
Trades Council. Then we have to send it to the different locals. 








348 FAIR LABOR STANDARDS ACT 


Mr. Hour. You send it to the locals? 

Mrs. Auease. Yes. 

Mr. Horr. The State does the hiring for you? They furnish the 
names for the employer ? 

Mrs, Arease. The State has an office. There is a union representa- 
tive in that office. There is an industry representative in that office. 
The union representative is paid by the union. The hotel representa- 
tive is paid by the hotel industry, and they have, as it were, office space 
in an advisory capacity to the New York State Employment Service, 
so that, if it is a question of the discussion of qualifications, for in- 
stance, the kind of waiter that you would send to the Waldorf would 
not be the kind of waiter that you would send up to the Theresa up- 
town, if it had a restaurant. 

Mr. Hott. You have been in the Waldorf, but not in the Theresa ? 

Mrs. Arease. I have spoken at the Theresa but I do not think I 
have eaten there. 

However, there must be somebody that the employment office can 
consult, to say “Is this the right kind of man for that kind of job.” 

Mr. Horr. Now, this employee goes out. If he has a grievance, 
where does he go? Does he go bs ack to the same place from . which he 
came / 

Mrs. Auease. If he has a grievance in the hotel, he is supposed to 
handle it right within the hotel, because there are shop stewards. 

Mr. Hour. Your union shop stewards or the local union shop 
steward ¢ 

Mrs. Axe@ase. It is the local union shop steward. If it is a chamber- 
maid, it would be a local 6 shop steward that she would take it up 
with, and, if they cannot work things out and their local business 
representative cannot work it out, they come then to the council for 
a Seinen of the problem before our impartial chairman. We have 
one of the former police commissioners, Commissioner Mulrooney. 
Then the council has to make the decision on whether this is the type 
of grievance to be referred. 

Mr. Hour. Who is this impartial grievance commissioner ? 

Mrs. Auease. Former Police Commissioner Mulrooney. 

Mr. Hott. Who pays him? 

Mrs. Auease. The council and the union. 

Mr. Hotr. They never get back to the people with whom they start ? 
They go to the impartial commissioner ? 

Mrs. Arease. Yes. 

Mr. Horr. Your organization is really a kind of management or 
bargaining agency ? 

Mrs. Arease. Yes. 

Mr. Horr. It is for all these people ? 

Mrs. Areas. That isright. It was very necessary, because, as you 
may know, the hotel industry was one of the most difficult industries 
to stabilize as far as labor relations we re concerned, and they were a 
pretty bankrupt industry when we came in. 

Mr. Horr. You said that the State of New York is not doing a good 
job, that the setup of the board is not very good, and that they cannot 
get people to serve on the board. 

Mrs. Arease. I should not say that the board is not good, because, 
after all, three labor members are on the board, who are good, and 
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the three public members are really wonderful, and so are the three 
industry members; but it takes so long to get them to work on it. 

What they have to struggle with is something fantastic. 

Mr. Hour. It will not be any different down here. 

Mrs. Arease. I think that it is. 

Mr. Horr. We have no claim to all the brains and talent in America 
in Washington, D. C. 

Mrs. Auease. I think it is to the extent that, once you set a rate, the 

rate is set, and every so often people will come in and say that the 
price of eggs has gone up and it is time to increase it, and you will 
listen to testimony on that score. Basically, you are geared for this 
setup. 

Mr. Horr. We are geared for it here? 

Mrs. Auease. Aren’t you ? 

Mr. Hour. The Secretary of Labor tells us that he will have to hire 
3,000 or 4,000 or 5,000 people to administer something like this. 

Mrs. Ataase. I am not talking about the administration. I am talk- 
ing about the decision as to what it should be. 

Mr. Hour. Are you talking about Congress making the decision or 
the administrator ? 

Mrs. Auease. No. Congress making the decision as to what the 
amount should be, or who should be covered. 

Mr. Horr. We have to get the statements from all the States. As 
you see, you are representing really one city. You referred slightly 
to New Jersey and to some other States. As far as prine iple goes in 
the general feeling about other laws, I think your statement is prob- 
ably as accurate as we have discovered so far, but, when you start to 
tinker with cities and States and human beings, you really have to 
know what you are doing; so that we are not equipped. As a matter 
of fact, we think we are going to have to go on the road to find some 
of these answers. 

You have raised some good questions here in an industry that is 
new to us. 

Mrs. Arease. Thank you. 

Mr. Ho tr. In other words, if this board is not working out, I would 
like to hear from members of the board as to what their problem is. 

If Governor Harriman is having trouble getting people to serve on 
this board, I would like to know why. 

Mrs. Aease. I know one reason why, and that is because it takes 
time away from your own work. 

Mr. Horr. It is a talent. You could make a living doing this some- 
where else, I am sure. 

Mrs. Auease. I do not think that the reimbursement to our board 
members justifies the work that they do on the board at all. 

For instance, to get a labor man to serve is a difficult thing, even 
though it may be to the interests of the workers, because, unless he is 
on a union job where he is receiving his wages as he works on the 
board, he has no means of supporting himself through the time that 
he is on the board. 

In the up-State region particularly, where there are unpaid officers 
of unions, if they have to serve on a board they have to lose wages 


while they are serving on the board. The reimbursement from the 
board is not sufficient. 
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Mr. Horr. Have you made any attempt in the State Capital of 


New York to change the board’s set-up / 
Mrs. Augase. Yes, I have. Mr. Santangelo is one man that knows it. 
Mr. Horr. Would you please identify him? 
Mrs. Areasr. Mr. Santangelo is a Congressman from New York. 


STATEMENT OF HON. ALFRED E. SANTANGELO, A REPRESENTATIV 
IN CONGRESS FROM THE STATE OF NEW YORK 


Mr. SANTANGELO. I am Congressinan Santangelo. a former State 
senator in New York. 

Mr. Horr. Will you come up and sit with us 4 

Mr. Santancevo. Thank you very much. 

Mr. Ho tr. I have heard the name of nhs colleague. 

Mr. SANTANGELO. I have introduced legislation in the State senate 
to fix a joint minimum wage, and I was on a joint legislative commit- 
tee, which had hearings in connection with the minimum wage. 

I want to take this opportunity to say that I am in favor of the bill 
which you are discussing. — at is the reason I came in incognito, to 
listen to the arguments for 1 

I introduced a bill to fix es minimum wage at a dollar, and, as a 
member of the joint legislative committee, introduced a resolution to 
fix the minimum wage at $1.25. 

We took testimony and Mrs. Algase frequently testified before us. 

I do not want to get political about it, but it was a question of the 
Democrats being in favor of fixing a minimum wage and the Repub- 
lican members being oppose d to it. 

Unless there was unanimous consent from the committee we never 
recommended a bill. 

There was also the question that, if we fixed a minimum wage, we 
would have so many exceptions that it would practically destroy the 
minimum wage. That was the struggle which we have been going 
through for the last 3 or 4 years. 

As a matter of fact, I had an omnibus bill, to take in all the groups 
which were not included by the minimum wage board and fix a mini- 
mum wage for them. That was vetoed by Governor Dewey a couple 
of years ago. Therefore, this is not a new problem, as far as the 
State of New York is concerned. 

My position is that we should set a floor, especially for these un 
organized workers in the State of New York and throughout the 
country, to carry out the principles of the Fair Labor Standards Act 
of 1938. Two bills which I introduced this C ongress are before you: 
one to increase the minimum wage from $1 to $1.25, and the other 
to extend the coverage to include hotel workers. 

Mr. Keuuey. Yes. 

Mr. SANTANGELO. It is a pleasure for me to be here. 

Mr. Kewirey. Next time do not be so reluctant to come forward. 

Mr. SANTANGELO. When I get on my feet I push my weight around, 
but I do not like to be aggressive. 

Mr. Ho ut. me are always welcome to come here. 

Mr. Keun We are glad to have you here. 

Mr. on oo bear out what the witness said, that this board is 
not equipped to do the job? 
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Mr. Sanrance.o. It takes them 9 months to convene. By the time 
they come to some decision, things have changed and they have to 
go to the next higher level. 

Mrs. Auecase. It took us 5 years to get this one board convened, 
because, as soon as they set the minimum ‘that they did, we started ask- 
ing for a new board on it. 

Mr. Keviey. That is something like an industrial committee, is it ? 

Mrs. Aucase. Yes. 

Mr. Ketitey. The same thing applied to Puerto Rico some years 
back. It was 6 years which elapsed between their meetings, and 
they only met then because a group of us went down there and prodded 
them to action. 

Mrs. Argasr. That is very true. 

May I refer to something? It is such an interesting breakdown by 
regions of wages for cler ks, dishwashers, elevator operators, chamber- 
maids, pantrywomen, cleaners, clerks, and so on, for so many areas. 
It includes the New England area, the Middle Atlantic, the South- 
east, the Great Lakes; the Middle W est, the Southwest, and Pa- 
cific, all of which have been compiled by the Bureau of Labor 
Statistics, so that at least from the point of view of wages, and 
recommended practices, you do have some survey of the country- 
wide situation set forth in their report. That is the Senate report. 

Mr. Horr. Are some of these hotel chains members of the interna- 
tional union locally in New York and not in other places / 

Mrs. Avease. That is right. Hilton is under contract with us in 
New York City. 

I asked the other day whether they were organized all over the 
country. I could not get an answer to that specifically, and I was 
told that, well, maybe they are, but perhaps not in Texas. 

Then the question arose, “What are they organized for and how 
many are organized ¢” 

It might be one small area and they might be considered as being 
organized. 

Isn't the Hilton chain taking over the Deshler in Ohio? 

Mr. Ayres. They took over the Deshler in Columbus. 

Mrs. Aucasrt. Perhaps that is it. I do not know the story there. 

Mr. Horr. You mentioned this travel-card plan. How much has 
that increased hotel business / 

Mrs. Arcase. Well, the fact that the American Hotel Association 
is the one that went to the trouble of reporting it and including it in 
its report would indicate to me that it has had a great bearing. 

Mr. Horr. Has anybody indicated that it has increased the busi- 
ness ¢ 

Mrs. Aucase. 1 would say they did indicate that in their statement. 

Mr. Horr. You do not indicate that in the statement given here. 
They do not say how much it has increased. 

Mrs. Aucase. I do not think they have issued those figures. If | 
could get the figures, I would, but T am not quite sure that I can 

Mr. Hour. I think it would be very difficult to get anybody to give 
that. 

How much have gasoline credit cards increased the sales of gaso- 
line? That would be about the same thing. I say that advisedly. 
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Those are interesting figures, but I do not think they have any great 
bearing on the increase of use of hotels. 

Mrs. Axgase. It has a bearing on the question of commerce. 

Mr. Hott. I see that. It is good on that point. 

Mrs. Auease. That was my chief purpose in bringing it in, rather 
than the indication of growth. 

Mr. Hott. You might get from your hotel directories something 
that would be of more interest to me. That is, the figures on how 
many chains there are. 

Mrs. Atease. This is the directory of chains, and where they oper- 
ate. In my previous testimony I actually went to the trouble of 
figuring out which of them were in the States that did not have mini- 
mum-wage laws applying to hotel workers. Since I had already 
mentioned that, I did not bother with that today. I really did not 
want to bore you. 

Mr. Horr. It is very interesting. Are your international unions 
planning to testify here? Do they have sets of figures ? 

Mrs. Arcase. We have no international union. The council as 
such has no international union. I would say offhand that no inter- 
national union is planning to testify, as far as I know. 

Mr. Horr. Is there only one such council as yours in the country ¢ 

Mrs. Arease. Yes. 

Mr. Ayres. Who originated the idea of this council for the hotels? 

Mrs. Arease. The president of our council and a group of people in 
the wage-earning field. The president of our council is Mr. J. Rubin, 
and the secretary of the council is Mr. James O’Hara, of local 3 of 
the Electrical Workers. 

Quite a few years ago when things were very bad in the hotel in- 
dustry, he and I think Mr. Dew ey , and various public spirited people 
got together to see if there was any way of stabilizing the hotel 
industry. 

Father Boland was of particular significance in helping to organize 
this group of people. 

Mr. Ayres. What officers do you have in the council ? 

Mrs. Arcase. We have a president, a secretary and treasurer. I 
think the treasurer is Thomas Burke of the operating engineers. That 
would be local 94. 

Then there are vice president, who are, in each case, the representa- 
tives of these particular locals on the board. 

Mr. Ayres. How many paid employees do you have? 

Mrs. Arease. That I cannot tell you. We have a staff of five 
regional directors, as we call it, who sort of supervise the activities of 
the business representatives of the various locals, in order to coordinate 
the activity in the hotels, and grievances, or anything of that sort. 
We have an administrative director. I amon the pay roll as legislative 
counsel. 

Mr. Ayres. You are not the one who raises the money for political 
campaigns, are you? 

Mrs. Arease. I donot raise any money. No, we do no fund raising, 
as such. 

Then there is an office staff, the usual bookkeepers and stenographers 
and clerks. It is a very large operation. 

Mr. Ayres. Who decides what percentage of the dues goes to your 
organization and what percentage goes back to the locals? 
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Mrs. Axuease. Here I have to say “I think”. I think it is decided 
at an executive board meeting, but is subject to the vote of the locals; 
in other words, it has to be submitted to the membership of the locals, 
and so on, for ratification, in order to set the percentage. 

Mr. Ayres. Is the amount of dues paid by the individual member 
determined on the basis of his income? 

Mrs. Avaase. That I do not know. 

Mr. Ayres. I am trying to find out how much these people have to 
pay for this protection. You represent 35,000 employees, What is 
the scale of dues? 

Mrs. Arease. I do not know. It might vary from $1 to $3. I can 

easily get that for you, because that is shown in our financial state- 
ments, but I honestly do not know the amount. 

This is an operation that I really never go through because we have 
International Business machines, and it comes to the office. 

Mr. Hour. Those are interesting facts. I hope that you can provide 
them for the record. 

Mrs. Areass. Yes. 

Mr. Hour. I am interested to know whether a union member belong- 
ing to one of these locals has to pay more because of duplication of 
inembership coming through your group first. 

Mrs. Araase. I doubt it very much. 

Mr. Hour. Would you let us know? 

Mrs. Atcase. I would be happy to get that for you. My feeling is 
that the dues are set by the local rather than by us. 

Mr. Hour. You mentioned that you had a hospital or aclinic. That 
is your council clinic? 

Mrs. Auease. It is the council and the Hotel Association. It is a 
jointly operated clinic. 

Mr. Horr. It sounded like a very fine thing. Does this insurance 
volicy issue through your organization ? 

Mrs. ALGAsE. They have an insurance policy for death and accident, 
and they have a hospital insurance policy. 

Mr. Hotr. Is that through your council ? 

Mrs. Axease. That is through the council. Some of these people 
also have an additional health policy from their union, which is inde- 
pendent. 

Mr. Hour. That is the point I was interested in ? 

Mrs. Auease. The more I think of it the more I realize that the rates 
are set by the locals and not by the council. 

The union dues are set by the different locals. That is why I do not 
know about it. 

Mr. Ayres. You would not know whether or not they have had a 
recent increase in dues? 

Mrs. Atease. I really would not know. 

Mr. Horr. That is all the questions I have. 

Mr. Ketiey. Mr. Ayres? 

Mr. Ayres. I have no questions. 

Mr. Ketixy. Do you have any questions, Mr. Santangelo? 

Mr. Santancexo. No. 

Mr. Ketiey. The Chair wants to thank you very much for coming. 


You have been a very good witness. You have been very good natured 
about it. 
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Mrs. Areasr. Well, I think it is a very important thing in which you 
are engaged. 

Mr. Keniry. We think so, too. 

Mrs. Auease. If there is any way that I can help I want to help. 

Mr. Ketiry. Thank you very much. 

Mrs. Auease. Thank you. 

(Document referred to earlier in witness’ testimony entitled “Cost 
of Living for Women Workers, New York State, September 1955,” 


follows: 
Cost oF LIVING FOR WOMEN WORKERS, NEW YORK STATE, SEPTEMBER 1955 
STATE OF NEW YORK, DEPARTMENT OF LABOR 
Isador Lubin: Industrial Commissioner. 
DIVISION OF RESEARCH AND STATISTICS 
C. A. Pearce, Director. 
Publication No. B—85, February 1956 


(This report was prepared by Edith A. Turner and Nicholas Neufeld under the 
general supervision of Dorothea Maier. The basic materials from which the 
report was written were compiled by Mary W. Breeland, Helena Dickinson, 
Albert Rosenoff, Martin Ruther, Phoebe Sharfstein, and Martin Ziegler.) 


ADDENDA 


When this report was prepared it was not known whether or not there would 
be a reduction in State income taxes. Accordingly, preliminary figures were 
prepared showing the full amount of tax. 

On April 6, Governor Harriman signed a bill authorizing a 15-percent reduc- 
tion in the first $100 of income tax due, and a 10-percent reduction in the next 
$200 of tax, up to a maximum of $35. The final figures including this reduction 
in State income taxes are presented in the table below. These figures supersede 
the figures given in table 1, page 10, of this report. 

lnnual cost of adequate maintenance and protection of health of a woman 


worker living as a member of a family, September 1955 
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The revised weekly cost of adequate maintenance in New York State is $49.77. 


\ workingwoman living with her family in New York State in September 1955 
needed $2,595 a year, or nearly $50 each week, to support herself adequately, 
meet income taxpayments, and save for emergencies and old age, according to 
the 19th survey of living costs made by the Division of Research and Statistics 
of the New York State Department of Labor. Of this total, $1,866 was needed to 
COVE he cost of goods and s rvil CS, and $727 was required ror Income taxes, in 


surance, and savings. 
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The survey shows how much it costs a workingwoman to live with her family 
at a level providing adequate maintenance and protection of health. The 
budget—that is, the list of food, clothing, and other goods and services set up as 
a basis for measuring the cost of this standard of living—enables a workingwo- 
man to keep up her appearance, her morale and self-respect, and to compete for 
and hold her job. Every sectjon of the budget was desjgned to provide continu- 
ous self-support and to meet present-day needs of New York State working- 
women. 

Prices of the articles and services in the budget were collected in September 
1955 by field visits to representative retail stores, service establishments, doctors, 
and dentists. In communities outside of New York City, rent information was 
obtained from tenants through the use of a mail questionnaire supplemented by 
field visits. For New York City, the percentage change in rentals shown by the 
Consumer Price Index of the United States Bureau of Labor Statistics was used 
in computing housing costs. 

Hight New York State communities were surveyed in 1955—New York City, 
Buffalo, Rochester, Binghamton, Jamestown, Glens Falls, Norwich, and Car- 
thage. Insofar as possible the same budget was priced in each community, 
so that living costs could be compared. 

The weekly amount needed by a New York State workingwoman is appor- 
tioned as follows: 


Total : £3 bs digi recede ape eee inlets itn Gechadcanca, a 
Housing, food at home, and other household expenses___------_-----~- 13. 61 
Lunches : biz . bees eet ae a 3. 68 
Clothing pied Ad Ltnsentacdoe yD eat en ge 6. T6 
Clothing upkeep_--- aaa : ’ See esis . 49 
PeEeenar Carew. noi. d4ncd. alanine elAhseae esta tn dalek ge oe As thecttod ib nenagen twsaearl 1. 34 
Medical care a ; Saf 3 a i 
Leisure time activities_- Bh She ~ 3. 93 
Other living essentials, including transportation 3. 94 
Income taxes ; : ; eaeeny! J 2 ao Se ee 4. 
Insurance 1.77 
Savings — r 7 = 4. 99 


Nearly 35 cents out of every dollar in this budget was needed for housing, 
other household expenses, and food. Clothing and clothing upkeep required 15 
cents. Leisure time activities and other living essentials together required 16 
cents out of every dollar, while personal care, medical care, and insurance to- 
gether accounted for 10 cents. State and Federal income taxes took 14 cents, 
and 10 cents was set aside as a reserve for contingencies not covered in other 
sections of the budget 

STANDARDS, SCOPE, AND METHOD 


Purpose of the survey 

The Minimum Wage Law declares that it is the public policy of the State that 
employed women and minors shall receive wages sufficient to provide adequate 
maintenance and to protect health. If the industrial commissioner finds out 
that a substantial number of women or minors engaged in any occupation or 
occupational group is receiving less than this amount, he is authorized to appoint 
a wage board to report upon the establishment of minimum wages. The amount 
necessary for adequate maintenance and protection of health is one of the three 
factors considered by wage boards and the industrial commissioner in establish- 
ing minimum wage standards. 

A field survey of the cost of living of workingwomen is made each year by 
the New York State department of labor to determine this amount. The results 
of this survey have been accepted by minimum wage boards as a measure of 
the cost of adequate maintenance and protection of health, and each wage 
bourd has directed its attention to the question of how far it could go in reecom- 
mending to the industrial commissioner minimum wage rates approaching this 
standard in view of conditions existing in the particular industry. 

Although the primary purpose of the survey is to provide data for the estab 
lishment of minimum wage standards, it has in addition been of interest and 


use fo governmental agencies, employer and employee organizations, chambers 
of commerce, industrial firms, educational institutions, social welfare agencies, 
Civic organizations, and individuals concerned with living costs and labor 


at dards 
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Basic concepts of the survey 


This survey is of the “commodity-quantity” type, showing how much it costs 
to buy sufficient quantities of commodities and services to enable a working- 
woman to live according to a certain standard of living. There are many 
different standards of living, ranging from a poverty to a luxury level. This 
survey measures the cost of a standard which provides minimum adequate main- 
tenance and protection of health. Certain fundamental principles were fol- 
lowed in translating the standard of minimum adequacy into a specific list of 
goods and services. 

The principle of self-support was kept in mind in setting up each section of 
the budget. The New York State Minimum Wage Law characterizes as undesir- 
able wages which need to be “supplemented by the payment of public moneys 
for relief or other public assistance.” The standard, therefore, must provide 
the goods and services which enable a workingwoman to be completely and 
continuously self-supporting. A workingwoman should not have to depend on 
her family or philanthropic agencies for medical care, recreation, or other 
necessary services. She should be able to pay her full share of the family’s cost 
of food, rent, and other household expenses. On the other hand, no allowance 
is made for the fact that many workingwomen not only support themselves but 
also contribute toward the support of others. 

The budget was set up in conformity with existing conditions, reflecting a 
way of life customarily accepted in New York State. Current custom is a factor 
of primary importance in determining items to be included in the clothing and 
recreation budgets of self-supporting women. Housing standards, too, are 
judged from this point of view. It is recognized that inability to conform in 
essentials with the prevailing practice of the community may have adverse social 
and psychological effects. 

The budget was constructed to represent the average needs of those wage- 
earning women in New York State who are covered by the minimum wage law. 
The ages of employed women and the occupations at which they work were basic 
considerations in setting up standards of minimum adequacy in those sections 
of the budget which vary according to these factors. 

In summary, the budget enables a workingwoman to keep up her appearance, 
her morale, and self-respect, and to compete for and hold her job. Every section 
was set up and judged in terms of whether it provides continuous self-support 
and meets present-day needs of New York State working women. The budget 
is not intended to be an ideal pattern of expenditure to be followed by all work- 
ingwomen. Rather, it is representative of a standard within which there is 
room for variation according to individual tastes and circumstances. At the 
same time it is a minimum level below which an adequate standard of living 
cannot be maintained. 


Bases for selection of goods and services in the budget 

A synthetic budget was constructed of the goods and services needed to provide 
adequate maintenance and protection of health, and the quantities of each item 
required in the course of a year. This budget was based on all available in- 
formation, including expenditure and budget studies, other material relating to 
specific budget items, the writings and advice of experts, supplemented by special 
field studies by the New York State Department of Labor. 

3udgets prepared by welfare organizations and other agencies were examined. 
Budgets of relief agencies usually are based on the subsistence needs of a famil- 
unit, and their primary purpose is to tide the family or individual over a short 
period. Hence, they cannot be followed in selecting items for a budget that 
must insure adequacy and protect health for extended periods of time. 

Neither could surveys of actual expenditures be used as the basis for deter- 
mining the amount needed for minimum adequacy. Inasmuch as people adapt 
their expenditures to the size of their income, such surveys among low-income 
families often reflect the inadequate wages which the minimum wage law is 
intended to remedy, while expenditures of families with higher incomes repre- 
sent a standard above minimum adequacy. However, expenditure surveys were 
useful as a guide in the establishment of standards in those sections of the 
budget where custom and habit are controlling factors. 

Scientific evidence and expert advice were important factors in the construc- 
tion of the budget, as well as in determining quality standards for commodities 
to be priced. Expert assistance was received from housing authorities, nutri- 
tionists, clothing experts, and specialists in various other budgetary fields, not 
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only in the initial determination of items to be included but in subsequent re- 
visions to keep the budget up-to-date. 

The budget is reviewed each year to keep it up-to-date and representative of 
current market conditions, consumer habits, and the most recent scientific findings 
rezarding requirements for adequate maintenance and protection of health. At 
the present time, in fact, the entire survey—its concepts, standards, and pro- 
cedures—are undergoing a complete reevaluation. Since the first survey in 
1937, changes have been made in the list of articles included, in the quantities 
allowed, in pricing techniques, and in methods of calculating costs. Despite these 
annual revisions, the basic standard of each survey has been the same, namely, 
the amount ueeded for adequate maintenance and protection of health. 

The list of goods and services which provide adequate maintenance and protec- 
tion of health and the quantities allowed on an annual basis are presented in 
appendix I in the form of a commodity-quantity budget. A description of the 
changes made in the budget in September 1955 is found in appendix IT. 


Selection of communities for pricing 


Prices of the goods and services in the commodity-quantity budget were collected 
in 1955 in a number of New York State communities which have been chosen 
as representative of living conditions in the State as a whole. In general, each 
community surveyed was an important trading center for the area in which it is 
located. A relatively high proportion of the women living in each community 
selected worked in industries covered by the minimum wage law. 

In 1955, eight communities with populations ranging from 4,420 in Carthage 
to about 8 million in New York City were included in the survey. The com- 
munities covered and their population according to the 1950 census are as 
follows: 


Community : Population 
New York City > . is POR b OEE) Sr ae 
Buffalo 7 ‘ : i ee 5SO, 132 
Rochester oe ‘ wits Sao eetioa! 332, 488 
Binghamton ~ oe oe rate a) Benne 80, 674 
Jamestown Bidlaisidind . wie, tends aD oe 43, 354 
Glens Falls eee ; : ; y 19, 610 
Norwich shins Micaela eee ou ie baliia 8, 816 
Carthage eee : 4, 420 


All of these communities have been included in previous surveys. New York 
City has been included each year; Buffalo, Rochester, Binghamton, Jamestown, 
and Glens Falls were last priced in 1952; Norwich and Carthage were last priced 
in 1951. 


Collection of prices 


The pricing policies and techniques used are generally similar to those used 
by the Bureau of Labor Statistics of the United States Department of Labor in 
its monthly consumer price index. 

Prices are obtained for articles meeting previously determined specifications. 
In a given store, when any one of a number of articles meets the specifications, 
prices are obtained for the volume seller. Comparability of costs in the various 
communities is assured by pricing the same budget throughout the State. A 
few adaptations have to be made in the budget in individual communities because 
of local housing and local buying habits. Prices for any one year relate to the 
same date in all communities; in 1955 prices were collected for September 15. 

Price information for nearly all of the approximately 180 different items in 
the budget is obtained by personal visits; information for some items is obtained 
through telephone calls or mailed questionnaires. Prices are obtained from 
representative retail stores, restaurants, beauty shops, dry cleaning, and other 
establishments. Fees for professional services are furnished by doctors, dentists, 
oculists, optometrists, and nurses. Prices for heating fuel are obtained from 
local coal and oil dealers, while rates for gas and electricity are furnished by 
public utility companies. In upstate communities, rents of representative dwell- 
ings occupied by wage-earning families are obtained from tenants by mailed 
questionnaires, supplemented by field visits, while in New York City, the ver 
centage changes in rentals shown by the United States Bureau of Labor Statis 
tics are used as a basis in computing housing costs. 

Stores patronized by wage-earning families are selected for pricing; neither 
luxury stores nor these specializing in job lots or distress merchandise are in- 
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cluded. In general, prices for each article are obtained in at least four 
representative outlets in each community. The number of prices obtained for 
items in certain sections of the budget varies with the size of community. The 
number of dwelling units for which rentals are ascertained also varies according 
to size of community. 

Because of limited shopping facilities in the smaller towns and villages, it is 
not always possible to obtain the required number of price quotations within 
those communities. Whenever it is customary for working women living in a 
small community to shop in a nearby large city, prices are also obtained in 
that city for articles commonly purchased there. 

Method of combining figures 

In general, an average price is calculated for each item. For the items in the 
food budget, separate averages of prices in chain stores and independents are 
calculated and these averages are weighted by the relative amount of trading 
done in each type of establishment. The annual cost of each item in the budget 
is obtained by multiplying the average price of the item by the quantity needed 
annually; the total cost of living in the community is then obtained by adding 
the annual costs of all the items in the budget. 

The cost of living in New York State is obtained by weighting the cost of 
living in large and small communities according to the population. 


TABLE 1.—Annual cost of adequate maintenance and protection of health or a 
working woman living as a menber of a family, New York State and by com- 
munity, September 1955 


Out- Population of 10,000 and over (exeept Population of 
New New side New York City) under 10,000 
Item York York New * ‘ 
State City York 
City Buf- Roch- | Bing James- | Glens Nor- | Carth- 
falo ester j|hamton; town Falls wich age 
———_——————— aoa in - . peepee ‘i 
Teel: <<. _...| $2,593 | $2,615 | $2,548 | $2,568 | $2,666 | $2,546 | $2,422 | $2,661 | $2,470 | $2,444 
Total goods and 
services. _- 1,866 | 1,880] 1,836 1, 850 1,914 1, 834 1, 753 1, 910 1, 784 1, 767 
Housing, incl. | 
fuel and light 232 219 | 253 | 256 | 275 245 217 298 239 232 
Food.___- | 432 439] 419 413 | = 437 128 413 124 414 400 
Other house- | 
hold expenses 236 | 231 | 245 243 | 259 240 226 270 235 230 
Clothing.._... 352 353 348 348 | 361 346 341 349 343 343 
Clothing up- 
keep 25 23 | 20 28 | 33 2¢ 32 2 28 29 
Personal care___| 70 | 72 66 | 4 71 64 68 68 67 0 
Medical care_ | 110 | 111 | 110 | 116 LL 112 105 114 98 107 
Leisure time | | | 
activities... | 204 | 213 | 188 | 184 188 183 195 193 182 189 
Other living | j | 
essentials 25 | 219 | 178 | 198 180 190 156 168 | 178 178 
Federal income tax 3465 | 350 | 337 | 341 | 359 | $37 314 359 | 323 | 319 
State income tax |. | 30 | 31 | 29 29 | 32 429 as 32 27 26 
Insurance. | 92 | 92 | 91 91 | 94 | 91 | 88 94 89 88 
Savings... | 259 262 | 255 257 | 27 | 28 242 266 247 244 


1 The full amount of tax is shown since it is not known at this time whether or not a reduction in taxes 
will be approved 


COST OF ADEQUATE MAINTENANCE AND PROTECTION OF HEALTH 


All items 

A workingwoman living with her family in New York State in September 
1955 needed $2,593 a year, or an average of $49.86 a week, in order to live 
at a standard which provides minimum adequate maintenance and protection 
of health. The weekly amount is apportioned as follows: 
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A hag oe ed a eben tac eaten cat Labdig sea $49. 86 
Housing, food at home, and other household expenses______--_-------- 13. 6 
ON om cones as outed odds as cp a ete manana esto Sk-carinh ss regs eagle caleainkcle ass eon ahaa 5. 68 
IIE a. xen usin esl itil Ghana re dese eagerness ainda 6. 76 
Ne WE a cisco scoters eee ches ies ea eden ag sn Oana ath pagans 49 
Nn om theca paamasoareaaargeraaenaee : pL ee 1. 34 
BE aga ics nk cterdin nasi saomntnt Se scaljaapiras pinta tataddins to ataece tinct etealo aaa 2.12 
ee oe inne caainaieman enone ada aaen 3. 93 
Other living essentials, including transportation.___....-.._-.----------- 3. ¢ 
MI ON eo naerengligunamuptains aera ocunasinpres acapeaiocastesre a acc aig aaa af 
I aciiccoos niaiseeitinaan gine doe Sie apices eaiotibiaremnarenarseipus aietees acta searioiaetiee ts i 1.77 
i sae tial ml dade a inact aiiaajepnete ce laa aeaCe 4. 99 


Nearly 35 cents out of every dollar in a workingwoman’s budget was needed 
for housing, other household expenses, and food. Clothing and clothing upkeep 
required 15 cents. Leisure time activities and other living essentials together 
required 16 cents out of every dollar; personal care, medical care, and insur- 
ance together accounted for 10 cents; State and Federal income taxes, 14 cents; 
and a reserve for contingencies not covered in other sections of the budget, 
10 cents. 

The amount needed to provide adequate maintenance and protect the health 
of a workingwoman is shown in table 1 for the 8 cities included in the 1955 
survey, grouped according to size of community. Living costs ranged from 
$2,422 a year in Jamestown to $2,666 in Rochester, a difference of 10 percent. 
The cost of a comparable standard of living did not appear to be directly 
related to size of community. Living costs in Norwich and Carthage, the two 
communities in the survey having less than 10,000 population, were slightly 
higher than in Jamestown, which has more than 40,000 inhabitants. Simi- 
larly, costs in Glens Falls, a city of 20,000, were second highest in the State 
only $5 less than those in Rochester, with over 330,000 inhabitants. 

Changes from 1951 to 1955.—In making a comparison of costs in New York 
State in 1955 with those in 1951, it was necessary to recompute the State figure, 
including only identical cities, because the State average varies slightly with the 
inclusion of different cities. The comparison between 1951 and 1955 is based 
on costs in the 5 cities priced in both years—New York City, Buffalo, Rochester, 
Norwich, and Carthage. 

Furthermore, differences in costs reflect not only price changes but also re- 
visions in procedure and changes in the budget. Over the course of the years, 
changes have been made in the list of articles included, in the quantities allowed, 
in pricing techniques, and in methods of calculating costs. Despite these 
changes, the basic standard of each survey is the same, namely, the amount 
needed for adequate maintenance and protection of health. 

Total living costs in New York State between 1951 and 1955 rose approxi- 
mately 12 percent. The cost of goods and services—that is, the cost of the 
budget excluding taxes, savings, and insurance—increased 10 percent, while 
the amount needed to meet income tax payments increased by 16 percent, partly 
because of changes in Federal income tax rates. Increases in costs occurred in 
every section of the budget except clothing, which declined slightly. The “other 
living essentials” section of the budget showed the greatest increase, brought 
about by increases in public transportation fares. 

iffect of Employer-Financed Benefits on Cost of Living—Health and welfare 
plans in effect in many New York State establishments provide benefits that are 
paid for, in whole or in part, by the employer. To the extent that the employer 
pays for hospital, surgical, and/or medical insurance the worker needs less 
money for adequate medical care. If a worker is covered under a plan under 
which the employer pays at least part of the cost of life insurance and/or dis- 
ability insurance, the insurance section of the cost of living budget is reduced 
accordingly. Coverage by a pension plan reduces the savings budget since it 
is not necessary to save as much to supplement social security payments. For 
example, if the employer pays the full cost of a plan providing hospital insur- 
ance and life insurance, a workingwoman living with her family would need 
only $2,521 a vear instead of $2,593; if he pays only part of the cost, the amount 
needed for adequate maintenance and protection of health would be between 
$2,521 and $2,593." 
1The difference between these two figures is greater than the budgeted allowance for 
hospital insurance and life insurance, because in addition to reductions in the allowance 
for medical care and life insurance, adjustments have to be made in the allowances for 
disability insurance, social security, savings, and income taxes. 
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Since employer-financed health and insurance plans are not available to a 
large proportion of workers in small establishments and in trade and service 
establishments covered by New York State minimum wage orders, allowances 
permitting the worker to pay the entire cost of hospital insurance and life in- 
surance were included in the 1955 budget. 

The extent of coverage of health and welfare plans under which the employer 
pays at least part of the cost is available as the result of a survey by the Di- 
vision of Research and Statistics of the New York State Department of Labor 
as of June 1954.° The survey was based on a representative sample of all New 
York State employers covered by the unemployment insurance law. The benefits 
provided in the plans studied were hospital insurance, surgical insurance, medical 
insurance, life insurance, accidental death and dismemberment insurance, and 
retirement pensions. 

About 73 percent of the New York State workers covered by unemployment 
insurance were also protected by at least one type of health and welfare benefit, 
paid for in whole or in part by the employer. The proportion of workers covered 
by various types of benefit in various industry groups may be seen in the follow- 
ing tabulation: 


Proportion of workers covered by various types of benefit 


rr f nefit All I ( Sel 
i 
j r nN 
rotal 82 f 2 
ital insurance 61 76 ) . 
gical insurance ‘ 8 72 47 4 
eal insurance ‘ 92 : 2 19 
nsurance.._. 7 77 54 47 
ions ; c 55 | ; ; 





Larger establishments are more likely than small ones to provide benefits for 
their employees. The following tabulation shows, for each type of benefit, the 
proportion of workers covered in different sized reporting units.° 


Proportion of workers covered by size of reporting unit 





He ] Su eal Me ] t ' 

Size of reporting unit | Total! nsur- insur- insur surance | Pensions 
Ce ince 1c 

Total. 73 61 5g 32 67 47 
Less than 20 workers 36 32 5) 15 30 14 
20 to 49 workers f 55 51 31 55 32 
50 to 99 workers_.- 74 63 59 33 66 36 
100 to 249 workers , 82 66 63 33 76 45 
250 to 499 workers_.. . 90 72 68 3! x 54 
500 to 999 workers 3 78 | 75 38 OD 66 
1,000 to 2,499 workers _ _- v5 4 81 4] 93 79 
2,500 or more workers. 99 81 75 49 96 KO 
1 Represents proportion of workers covered by at least 1 of the 6 types of benefits. In addition to the 
benefits shown in the tabulation, the survey also included data relating to accidental death and dismember 


ment insurance. 


In some of the health and welfare plans, the employer paid the entire cost; 
in others, the employer paid only part of the cost, and the employee paid the 
rest. The following tabulation summarizes the proportion of workers for whom 
the employer paid the entire cost, the proportion for whom the employer paid 
part of the cost, and the proportion of workers not covered by any plan. 


*New York State Department of Labor, Bureau of Research and Statistics, Health, and 
Welfare Benefits, New York Stat June 1954. Publication No. B—-S3 (December 1955) 

* A “reporting unit’’ under the unemployment insurance system may include more than one establisl 
ment. 
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Proportion of workers covered by plans fully and partially financed by enployer 


ALL INDUSTRIES 


| 
Method of financing | Hospital | Surgical Medical | Life | Pensions 


i ‘ it 
| insurance | insurance | insurance | insurance | 


All workers 100 100 100 100 Loe 
Employer pays whole cost 42 38 2” 40 33 
Employer pays partial cost ee) 20 12 27 14 
Not covered by employer-financed plan 39 | 42 ts 33 
MANUFACTURING 
All workers 104 100 100 100 100 
Employer pays whole cost 0 47 26 43 40 
Employer pays partial cost 26 2° i4 34 LF 
Not covered by employer-financed plan 24 28 60 23 t 
| 
TRADE 
Al] work 100 1 100 10 ( 
Em er pays whok 35 { $3 24 
Em 4 p part ce 4 7 ) 2 
Not é by emp finance plan ( 74 4¢ 4 
SERVIC! 

All worker 100 100 100 100 10 
I D i wl t a) o% 15 39 91 
] ) | | tial ex f ( 4 5 

Not c by employ« inanced plan 64 f Rg] 3 74 


In addition to the types of benefits described above, employers often pay the 
workers’ share of disability insurance. According to the Workmen’s Compensa- 
tion Board, employers paid the full cost of providing disability benefits for 35 
percent of the employees in New York State at the end of 1954.4 No data are 
available by industry or size of establishment. 

Housing 

Standards of minimum adequacy for the housing section of the budget are 
based on surveys of existing housing conditions, on standards established by 
public housing authorities and social agencies, and on consultation with local 
real estate boards and other agencies, supplemented by special field and mail 
surveys by the New York State Department of Labor. 

A family dwelling that meets standards of minimum adequacy is neither 
substandard housing nor luxury housing. It conforms to the prevailing legal 
standards of the community in such matters as construction, fire protection, light 
and air, and sanitation. It has a private bathroom and hot and cold running 
water. The building, inside and out, is in a good state of repair. It is wired 
for electricity and has central heating, except in communities where stoves and 
pipeless furnaces are fairly common in otherwise standard housing. 

The family dwelling priced in New York City is likely to be an apartment 
with 3 to 5 rooms, while upstate it is likely to be a 1-family or 2-family house, 
usually with 5 or 6 rooms. But whether it is a 4-room apartment in New York 
City or a 6-room house in an upstate community, it is typical of the decent ordi- 
nary housing occupied by wage-earning families in the community. 

In the upstate communities rent data were obtained in September 1955 from 
tenants, through the use of mail questionnaires, supplemented by field visits. In 
New York City, the percentage change in rental shown by the United States 
Bureau of Labor Statistics was used as a basis in computing housing costs. 
Prices of heating fuel were obtained from coal and oil dealers, and gas and 
electritcy rates from public utility companies. 

Since the budget relates to a working woman living as a member of a family 
group, the allowance for housing covers the working woman’s share of the 


4New York State Workmen’s Compensation Board. Press release dated July 27, 1955. 
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family’s expenses for rent and fuel for lighting, cooking, heating, and refrigera- 
tion. This is obtained for each community by dividing the average housing cost 
per family by the average size of household in the State as a whole. 

The working woman's share of family housing costs average $232 for the 
State as a whole in 1955. Housing costs were highest in Glens Falls and lowest 
in Jamestown, with a differential of 37 percent between highest and lowest costs. 
This wide variation in housing costs was due more to differences in existing 
housing conditions in the various communities than to differences in rentals of 
identical housing. 

Rent levels are likely to be affected by local economic conditions. A stable or 
growing community that offers steady employment at good wages has newer 
and better housing than a declining community of the same size. Rentals are 
affected by many factors, such as age of the building, state of repair, whether 
or not it is heated centrally, and its accessibility to transportation facilities and 
shopping centers. Intercity variations in housing costs also are due to local 
differences in the most usual types and the costs of the fuels used for house and 
water heating, cooking, lighting, and refrigeration. 

Of the communities surveyed in 1955 only Carthage is entirely covered by 
State rent control.’ Norwich and Glens Falls were entirely decontrolled by 1950, 
Binghamton in 1954 (under the local option provision of the State rent control 
law), and Jamestown in July 1955. In Buffalo and Rochester, 1-family renter- 
occupied homes, and 2-family homes where the owner occupied one of the apart- 
ments, were decontrolled in July 1955. Since April 1935, all 1- and 2-family 
homes in New York City are decontrolled as soon as they became vacant. 


Food 

The food budget is based on scientifically established requirements for mainte- 
nance of good health. It satisfies the energy requirement of 2,400 calories needed 
daily by a woman engaged in moderately active work, and supplies the proteins, 
minerals, and fats necessary to protect and maintain her health indefinitely. 
it meets, with a margin of safety, the nutritive requirements established by the 
National Research Council in its yardstick of good nutrition. It is based ona 
diet plan midway between minimum cost and moderate cost. The diet plan 
allows for only the small amount of waste that is unavoidable in the preparation 
and serving of meals. It demands careful shopping and preparation of food. 
It does not allow for thick peeling of vegetables, draining away of edible fats, 
or uneconomical use of leftovers. If a family has excessive kitchen or table 
waste, extra quantities of food have to be purchased to make up for the loss in 
food value. Furthermore, in this diet plan the choice among the different kinds 
of foods is limited by cost, and careful selection among the most nutritious of 
the inexpensive foods is essential. It often may be difficult for the homemaker 
to find an inexpensive substitute for an item in the suggested list of foods. 

In the 7 upstate communities, investigators of the Department of Labor ob- 
tained retail prices of 75 food items from chain and independent grocery stores, 
meat markets, fish markets, fruit and vegetable stores, and bakeries. Milk prices 
were obtained not only from local retail stores but also from the leading dairies 
that deliver milk directly to the consumer. The average prices for about 60 
food items in New York City were those published by the United States Bureau 
of Labor Statistics in connection with its regular monthly index of food costs. 
Prices for the remaining items were obtained in field visits by investigators of 
the New York State Department of Labor. Prices of lunches were obtained 
in representative moderate-priced restaurants that are patronized by working 
women. To include an adequate cross section of the eating places frequented by 
working women, various types of restaurants were visited, including cafeterias, 
service restaurants, tearooms, soda fountains, and industrial cafeterias. The 
lunches selected for pricing were meals that would be considered nutritious, 
appetizing, and attractive to working women. 

Food costs cover the cost of 5 lunches a week in restaurants and the working 
woman’s share of the family’s cost for the other 16 meals at home. The average 
woman worker living with her family in New York State needed $191 a year, 
or $3.68 a week, to cover the cost of lunches in restaurants on working days, 
and $241 a year, or $4.63 a week to cover her share of food at home for all 

5In all communities of the State, houses built since 1947 are not controlled. Houses 
containing underoccupied units may be decontrolled upon conversion to smaller self- 
contained units. with bathroom and kitchen facilities. 

®*U. S. Department of Agriculture, Bureau of Human Nutrition and Home Bconomics, 
Helping Families Plan Food Budgets, Miscellaneous Publication 662 (September 1948, 
slightly revised February 1950). 
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other meals. Thus, the cost of all food amounted to $482 a year, or an average 
of $8.31 a week. 

Annual food costs varied from $400 in Carthage to $439 in New York City, a 
difference of about 10 percent between the lowest and highest cost. There are 
many local factors other than price that cause intercity variations in food costs. 
Available grades of meat, for example, varied from city to city and even from 
store to store in the same community. Although the budget specifications 
ealled for choice meats, it sometimes was necessary to include prices for lower 
grades. Siez of eggs also varied, often large-sized eggs were not available, and 
medium-sized eggs were priced. Another factor which results in intercity 
variations is the practice prevalent in the small communities of purchasing 
many types of food in large quantities. The large pantries and cupboards in 
the upstate smalltown homes provide ample storage space for pecks of potatoes 
and 24%-pound bags of flour. The New York City apartment dweller, how- 
ever, is likely to purchase only 5 pounds of potatoes or flour at a time, at cor- 
respondingly higher prices per pound. Although it is fairly generally believed 
that food costs in small towns and villages are often reduced by the use of 
fruits and vegetables from the family garden, data on the amount of savings, 
if any, are inconclusive. No adjustment was made for this factor in the work- 
ing woman’s food budget. 


Other household expenses 

If a working woman is to be completely self-supporting and pay her full share 
of all the family expenses, an allowance should be made in her budget for repair 
and replacement of household equipment, for laundry, for other household 
operation, and for the services of the mother or other member of the family who 
does the marketing, prepares and cooks the meals, and takes care of the home. 
The best available published method of estimating these costs is the one formu- 
lated by the National Industrial Conference Board in connection with its budget 
for a female industrial worker living in New York City as part of a family 
group.’ Using this method, these household expenses have been estimated to 
be an amount equal to one-half of the working woman’s share of the cost of 
rent, fuel, light, and food consumed at home. A working woman needed $236 
in September 1955 to meet these expenses. 

Clothing 

Unlike the food section of the budget. there is no generally accepted scientific 
evidence concerning what constitutes adequacy in a clothing budget. It is not 
enough merely to provide body covering; nonphysical needs must also be consid- 
ered. A working woman must be able to meet the standards of dress customary 
among other working women in the community in order to maintain social con- 
tacts as well us to get and keep a job. Unless a working woman’s clothing 
budget permits a relatively high standard of dress, it is probable that the stand- 
ard will be attained at the sacrifice of some other essential. Most women will 
try to meet the clothing standards of their social group even though by so 
doing they cut expenses for food and medical care below the safety margin.* 

The list of clothing items included in the budget is based on the results of sur- 
veys of working women’s expenditures, clothing budgets constructed by other 
agencies, consultation with experts in the clothing field, and conferences with 
persons familiar with the kinds of clothing purchased by working women. The 
budget reflects the preference of many working women for quantity and variety 
rather than quality in their clothing. However, it would be possible to use the 
budgeted amount to buy fewer items of better quality, according to individual 
tastes and circumstances. 

The clothing budget provides a basic wardrobe of coats, dresses, undergar- 
ments, stockings, shoes, and accessories that are needed in the course of a year. 
The budget is designed to meet the needs of the average employed woman in 
New York State whose needs are undoubtedly higher than those of both oider 
women workers and housewives. Furthermore, more than half of the working 
women in the State are engaged at clerical work, in retail trade, or at similar 
work where a relatively high standard of dress prevails. While clothing needs 
on the job may be lower for factory workers than for white-collar occupations, 
‘a National Industrial Conference Board, Inc. The Cost of Living in New York City, 1926 
(1926), » 94-907 

sU Pe eariiaies of Agriculture, Minimum Wage Budgets for Women, A Guide to 
Their Preparation, Miscellaneous Publication No. 549 (June 1944), p. 18. 
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no distinction can be made outside of working hours between the standards of 
dress of girls working in factories, offices, and stores. 

Clothing prices were obtained in department stores, specialty shops, chain 
and variety stores, and mail-order houses—wherever working women buy their 
clothing. Since women living in small towns and villages purchase many arti- 
cles of clothing in nearby larger cities, prices for these items were obtained in 
these larger cities as well as in the small communities. 

The cost of a working woman’s clothing budget averaged $352 in September 
1955. Clothing costs varied less from community to community than did any 
other major section of the budget. They were highest in Rochester, $361, and 
lowest in Jamestown, $341, a differential of only 6 percent between highest and 
lowest costs. Variations in clothing costs were due more to differences in the 
merchandise available than to differences in markup. 

Clothing upkeep and personal care 

In setting up the budget for clothing upkeep and personal care, all available 
budgets and expenditure studies relating to working women were examined. 
The clothing-upkeep budget includes dry cleaning, shoe repairs, and such mis- 
cellaneous items as shoe polish, clothesbrush, sewing supplies, and safety pins. 
Here, as elsewhere, the standard is minimum adequacy. Special services, such 
as pickup, delivery, and rapid 1-day service, are not included in the clothing- 
upkeep budget. No allowance is made for laundry, since laundry has already 
been allowed for under household operation, since it is assumed that the work- 
ing woman’s laundry will be included as part of the family laundry. 

Consumer habit was a factor of primary importance in the beauty services 
and toilet articles included in the budget for personal care. The allowanace 
for beauty parlor service was designed to provide reasonable beauty care for 
the average working woman in view of present-day styles. In addition, arti- 
cles necessary for home beauty care are included, inasmuch as working women 
do not depend entirely on professional beauty services but cure for their own 
nails and for their hair between visits to the beauty parlor 

The total cost of the clothing upkeep and personal care budget in 1955 was 
$95. Of this amount, $25 was needed for clothing upkeep and $70 for beauty 
parlor services and toilet articles. The cost of clothing upkeep was lowest in 
New York City and highest in Rochester. Cost of personal care was highest 
in New York City and lowest in Carthage 


Med ical care 


The medical care section of the budget was based largely on the recom- 


mendations of the committee on the costs of medical care to meet the health 
needs of young women. It provides for the protection of health, an element 
specified by the New York State minimum wage law. It includes allowances 


for the prevention, diagnosis, and treatment of illness, for dental treatment, 
for eye care, and for necessary medicines. 

The medical care allowance represents average annual need for a period of 
years. <A large part of the annual allowance, therefore, should be considered 
either as a reserve for future medical care, or as payment of bills for 
past services. 

One way of meeting the costs of adequate medical care is through meimber- 
ship in a group health plan, which spreads the unexpected and unusual costs 
of emergencies among many individuals and over many vears. However, group 
health insurance, including medical and surgical insurance, probably is not 
purchased by a sufficiently high proportion of working women in New York 


State to warrant its inclusion in the budget. Hospital insurance is included 
in the budget since it is not only available throughout the State, but is pur- 
chased widely by working women. The entire cost of hospital insurance is 


included, since it is not standard practice for the employer to pay for the 
worker’s hospital insuranace. (See pp. 13-15.) 

A New York State working woman needed an annual allowance of $110 
in 1955 to cover the cost of adequate medical care. Medical costs were highest 
in Buffalo. where a woman worker required $116 for adequate health care. 
This was 19 percent higher than in Norwich, where the lowest medical costs, 
$98, were found 


Leisure time activities 


The dependence of health on recreation has been increasingly recognized, as 
has the growing importance of leisure time in the life of the modern American 
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worker. Paid vacations, once a privilege enjoyed only by white-collar work- 
ers, are now widespread among most other groups of workers. 

The leisure time activities section of the budget, based largely on consumer 
habits, includes not only amusements and sports, but educational and cultural 
pursuits as well. It allows for weekly attendance at a movie, for 6 swim- 
ming trips a year, including locker fees and cost of transportation, and 6 
evenings of bowling. A money allowance of $65 is provided to cover the cost 
of 1 week’s vacation, including transportation, at a resort not far from the 
worker’s home. 

An allowance is included for equipment and suitable clothing, not only for 
the paid recreations included in the budget, but also for such free pastimes as 
picnics, outings, and ice skating. A weekly allowance of 30 cents is included 
to cover the cost of miscellaneous recreational activities. Free educational 
opportunities, such as adult education classes, libraries, and concerts, are 
available in most of the cities of the State. Working women living in small 
communities must go to nearby larger cities to enjoy some of these activities. 
An allowance is made for the purchase of daily and Sunday newspapers, and a 
flat sum of 15 cents a week is included to cover tre cost of other reading ma- 
terial, such as magazines and the rental of books from lending libraries. Pro- 
vision also is made for a weekly church contribution of 25 cents. 

The leisure time activities section of the working woman’s budget averaged 
$204 in 1955, with a differential of 17 percent between the lowest and highest 
costs. Prices of many of the activities varied widely from city to city. There 
are also wide differences from city to city in the extent of the various recrea- 
tional facilities, the number of organized community programs, and the ade- 
quacy of swimming and park facilities. In general, a greater variety of 
recreational facilities is available to working women in the larger cities. 

Other living essentials 

The other living essentials section of the budget covers the cost of transpor- 
tation, in addition to flat-sum allowances providing for contributions to charity, 
personal gifts, candy, sodas, cigarettes, and incidentals. 

The weekly transportation allowance includes 5 round trips to and from 
work and 8 round trips for shopping, recreation, and other purposes. In New 
York City, because of the greater need for riding from place to place, one 
additional round-trip fare is allowed each week. No local public transporta- 
tion facilities are available in Norwich and Carthage, the communities under 
10,000 population included in the survey. Expenditure surveys of the Bureau 
of Labor Statistics of the United States Department of Labor, however, have 
shown that in rural, nonfarm communities where there is no public transpor- 
tation, the average amount spent by families for purchase, upkeep, and opera- 
tion of an automobile is equal to or even greater than the amount spent for 
all types of transportation in urban communities by families having the same 
income.” Accordingly, the transportation allowance in the small communities 
is assumed to be an average of public transportation costs for the other upstate 
communities. Costs in New York City are not included in this estimate, since 
the transportation problem there differs from that in other cities. 

“nsurance 

\ budget providing adequate maintenance for working women should supply 
not only living essentials but also should enable the worker to accumulate re- 
serves for old age and for emergencies not covered in other sections of the 
budget. 

A reserve for old age is provided in the Old Age Benefits section of the Social 
Security Act, toward which the worker now contributes 2 percent of her earnings. 
An allowance for life insurance, based on the premium on approximately $1,000 
of whole life insurance, is also included to provide the amount necessary for 
expenses of the final illness and burial. Partial protection against wage loss 
from off-the-job accidents and sickness, toward which most workers in New 
York State earning wages at the level of this budget contribute one-half of 1 
percent of their earnings is provided under New York State’s disability benefits 
law. As indicated earlier (pp. 13-15), some employers pay for the worker’s life 
insurance and some pay for the worker’s share of the cost of disability insurance, 
but since the practice is not widespread, no adjustment was made in the budegt. 
Allowance for this is accordingly made in the budget. 

°U. S. Department of Labor, Bureau of Labor Statistics, Family Income, Expenditures, 
and Savings in 1950, Bulletin No. 1097 (June 1953). 
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The allowance for insurance in the working woman's budget was $92 a year 
in September 1955. 

Savings 

There are no scientific or generally accepted standards on the amount of sav- 
ings necessary in a budget providing adequate maintenance and protection of 
health. Savings are included in the budget to help take care of old age and of 
contingencies not covered by other sections of the budget, mainly unusual medi- 
cal expenses, unpaid absences from work, and unemployment. 

A working woman should, during her working years, set aside reserves to sup- 
plement her Social Security benefits since these are inadequate to maintain 
her after retirement at age 65, even at a reduced standard of living. Unusual 
medical expenses include services that are not adequately provided for in the 
medical care budget—surgeons, consultants, X-rays, and laboratory tests. 

Working women must typically save in order to cover maintenance during 
periods of illness, even though some are protected by sick-leave plans and most 
are covered by the State disability benefits law. The statutory disability 
benefits replace lost wages only in part. Under the law the typical worker in 
minimum-wage industries will receive one-half of her average weekly wages 
after a 7-day waiting period. Many, if not most, of women’s absences from 
work are for periods shorter than 1 week. It is necessary, therefore, to include 
in the savings section an amount to cover maintenance during periods of illness. 

In the same manner, the worker’s savings must serve as a reserve during un- 
employment to supplement unemployment insurance benefits and to cover main- 
tenance during periods when a worker does not receive benefits payments. 

An allowance of 10 percent of the total cost of the budget amounting to $259 
was allocated for savings in September 1955. 

Income tazes 
In September 1955, working women who earned wages sufficient to provide 


adequate maintenance and to protect health needed $376 to meet her State and 
Federal income-tax payments. 


APPENDIX I 


Goops AND SERVICES WHICH PROVIDE ADEQUATE MAINTENANCE AND PROTECTION OF 
HEALTH FOR A WOMAN WORKER LIVING AS A MEMBER OF A F'AMILY 


This appendix presents the commodity quantity budget of goods and services 
necessary to provide adequate maintenance and protection of health to a woman 
worker who is living with her family. A specific sum or fixed percentage of the 
total budget is allowed for those items that are extremely difficult to price, 
owing to the wide variation in type and the consequent difficulty of drawing 
up specifications, and for items to which pricing techniques are not applicable. 


HOUSING, FUEL, AND LIGHT 


Rent Hot water fuel 
Refrigerating fuel Lighting fuel 
Heating fuel Cooking fuel 


The working woman’s share of the family’s expenses for the above items 
was calculated by dividing the average expense per dwelling unit in each com- 
munity by the median size of household in New York State, exclusive of house- 
holds of one individual. 

The following standards were used as a guide in collecting rent data for wage 
earners’ housing in each community: 

The building and the dwelling should conform to prevailing legal standards 
(those that are generally enforced in the community), as to construction, fire 
protection, light and air, sanitation, etc. 

Every habitable room should have 1 or more windows opening directly on a 
street or on a court or yard not less than 8 feet wide. 

Bvery bathroom should be ventilated by one or more windows opening on a 
street or court, or by a vent-shaft, or by artificial ventilation. 

In a city that has a sewer system, the toilet and bathroom facilities should 
be connected with that system. In all cases each family should have a private 
toilet, running water, and a tub or shower. 
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Adequate heating facilities, preferably furnished through a central heating 
system, and electricity for lighting should be available. 

The dwelling should be in a good state of repair. 

The house should not be located in a neighborhood which is generally known 
to have a bad reputation. 

The house should be reasonably accessible to public transportation facilities. 


FOOD 


The following are the approximate yearly quantities of food needed by a 
moderately active woman. The quantities of raw food are for 52 weeks but 
the total cost of food is calculated for 51 weeks in the year, since the cost of 
food for 1 week is included in the vacation allowance. 











Item Annual 
allowance 
Flour, bread, cereals._. ao ‘ . : i = pounds... 150 
Milk or its equivalent. - - . . iain . ‘ a 208 
Potatoes, sweetpotatoes..._..- i a odes eee 143 
Dried beans, peas, nuts___.-.--- ; 7 ‘ a: g abi’ jxiveate ee 10 
Tomatoes, citrus fruits ‘ = chia cneatrettle iia ‘i nee. | 117 
Leafy, green and yellow vegetables -- = . re ..do | 150 
Other vegetables and fruits (including dried fruits) ; ; nncweca eset 137 
Fats ‘ : se de 42 
Sugars and sweets ‘ 7 ..do | 42 
Lean meat, poultry, fish : - iain na bee do | 124 
Eggs ; oe ; : dozen __| 26 
Coffee _ - _- i pounds 17 
Tea do 2 


Condiments (salt, pepper, mustard, vinegar, spices, baking powder, soda, ete.) 144 percent | 
of the total cost of the preceding items. | 


Source: Derived from recommended low-cost and moderate-cost diet™plans of the U. 8. Department of 
Agriculture, Bureau of Human Nutrition and Home Economics. 


Lunches while at work.—In order to provide for lunches while at work, 25 
percent of the cost of raw food allowance for 51 weeks is deducted, and the 
cost of lunches bought away from home on 5 days a week for 51 weeks substi- 
tuted. 

OTHER HOUSEHOLD EXPENSES ” 


To cover the working woman’s contribution to the family for her share of 
household supplies, maintenance and replacement of household equipment, and 
services of the mother in the home for preparation of food, cleaning, laundry, 
and other services, an amount equal to 50 percent of the cost of the following 
items is included in the budget: 

Cost of raw food for 51 weeks consumed at home by the woman worker. 

Working woman’s share of rent, heating fuel, hot water fuel, lighting fuel, 
cooking fuel, and refrigerating fuel. 


10 Based on procedure used by the National Industrial Conference Board in its com- 
pilation of budgets for women workers living as members of the family group. See 
National Industrial Conference Board, Ine., The Cost of Living in New York City, 1926 
(pp. 94-97). 
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Clothing 


Item Annual 
allowance 


Outergarments 
Coats: 

Winter, wool, heavyweight, untrimmed 

Spring, wool, lightweight, untrin 





Hats, wool-felt _ ; ai ioadiiei 3 
Dresses 


Cotton : 9 


Rayon aed ; 1 
Rayon, “‘date’’ dress l 


Wool. 


Skirt, sweater, an i blouse 


Skirt, wool ] 
Sweater, orlon l 
Blouse, nylon ; is 2 
Blouse, cotton l 
Undergarments 
Panties: Nylon, knit, brief 3 
Slips, nvlon, tricot ° 2 
Girdles, broadcloth or cotton and rayon brocade 2 
Brassieres, cotton or rayon ' 


Nightwear 





Cotton paj is ‘ ) 

Rayon, satin or crepe nightgown 1 
Dressing gowns: 

Robe, cotton quilted 73 


Duster, cotton 


Street ) 
Dress | 
Summer, casual l 








House sli 
Stockings, nylon 
51 gage, 30 d r, ist qu f 
60 gage, | ] ier qu A) 
Miscellaneous: 
Gloves 
Cotton, double woven : ? 
Leather ] 
Umbrella 
taincoat 
Handbags ; 
Handkerchiefs 2 
Accessories (5 percent of the total cost of t D ling ite 
Exclusive of luxury ta 
Clothing upkeep 
Item 
Dry cleaning: 
Winter coat, intrimmed 
Spring, coat 
Suit 
Rayon, dress, plain __ 
Wool, dress, plal 
Wool skirt, plain tailored 
Shoe repairs: 
Heel lifts 
oe tips 
\liscellaneous: 
Shoe polish, shoe trees, clothes br sh, clothes har gers, wing s 


safety pins, ete 


Lump sum of $2 


Usual price in 
1955 


$49.95. 
$45 
$39.95 


$4. 


$5.98 and $8.98 


$10.95 and $14.95 





¢17 OF 
¢ Os 
$8.98, 
$5.98 and $6.9" 
$5.98 
$3.98, 


51.08 
£3.99 


$1.98. 
$4.98, 
e4. 
$16.95 


Annual 
ulow 


ance 


bo bo QO tS 


= bo 


ipplies, 
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Personal care 


Item 
Toilet articles and preparations : Annual 
Supplies for care of teeth: allowance 
Toothhrnsh. MeGiim Guality....an<<nsenccunsemenall ch ila ee pepe 2 
Toothpaste, two 4-OUNCe tUD@sn wisi ce nics dian cee abies wee S 
Mouthwash, fourteen 16-ounce bottle_.__..-------------------- = 
Supplies for care of hair: 
Shampoo, liquid soap, three 6-ounce bottle__._-._-__-.----------- 4 
Home DOrMaDONs. Rita. ne ccmeraii me Ded esbiGana Blan lis 
Comb, hairbrush, hairpins or bobby pins, wave combs or curlers, 
TI a a Sis silo aec al (*) 
Supplies for care of face and hands: 
TOHGE BOG, TORUIET Sine GaN A wean e wcnccanseeeeoenns on 
Cleansing cream, three 4-ounce jar x career ileiaaen ence a 3 
Face tissues, package of 250 wee bin ennniagnereaaceranaentoaitn: teuiiceae 3 
Hand lotion, four Gounce bottle... Wc6sess de es ne dakee od ] 
Nail brush, manicure supplies ta (*) 





Cosmetics : 
Talcum powder, three 5-ounce can , ics 
Face powder, two and one-half 3-ounce box__....--._-_----____- 1 
Rouge, lipstick, compact, powder puffs, ete 

Sanitary supplies: 

Sanitary napkins, box of 12__ 


Sanitary belts a ; eli (* 


enue a - - asapenen nhon go uc neb és Gp ence ; 
Miscellaneous (deodorant, ete.) ____ ict aan hi i coin i aa a 
Services at beauty shops: 
Permanent wave____ : sg Sci i ce aad oe ma 1! 
Combination services, shampoo and finger wave___.-_-_--__________ 6 
Haircut — 5 ‘i = ae ibis ath drive ttaie ecole S 
1Lump sum of $1.50. 
Lump sum of $1.20 
*Lump sum of $2.10. 
Lump sum of $0.50 
SLi inp Sum of $1.8 
Vedical care 
Iten 
Medical services: 
General medical care: Annual 
Prevention: allowance 
Periodic examinations ; sim Sbidchsndohacn Weems 7 445 
Immunizations ; hin iil i ii ind cncawctancight et MON os . 06 
Diagnosis and treatment: 
Physician care: 
Home visits (including hospital calls)___________do__ 2. 96 
Office visits- ; dae 224 Ses do 3.'85 
Nursing care, trained nurse i ee 34 
Full-time attendant care, practical nurse___ do .44 
Hospital insurance le yentiarstaeg teialemagiitp abit che Se, aa 


Dental care: . 
Diagnosis and phrophylactie treatment__- ; web os 


lillings : 


Simple “ cabana ._.-fillings 1.0 

Complex De iaaraceas i sli Rae 3 
Extractions : 

Simple ieee aca ; = ..._..@xtractions . 

Operative___ aia = ; , do .4 


X-rays: 


Kull ‘ no : -A-ray 1.0 
rartial 1.2 
, Partia ; ; do r 2 } 
Eye care: 
Refractions refractions 23> 
Glasses sali j ‘ glasses 2 
1Based on estimates of Committee on the Cost of Medical Care In the case of 


Medical care, the committee's estimates for the population as 


a Whole were adjusted to 
meet the needs of adult women workers, 
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Medical care—Continued 


Item Annual 
Medicines and supplies for medicine chest: allowance 
Tee eee in cis Science bdo ok ae 2.0 
I alla ccnminiiresdierocesde iuielendb ei dutatlideish es 1.0 
Vitamins, bottle of 100 multi-vitamins__.____.___________________ 1.0 
Supplies for medicine chest: 
mee, ee oe oe erm Geplets. ol  eocke 1,0 
Milk of magnesia, 12 16-ounce bottle__.___________-__---_______ 1.0 
INO. CIOEN tein pee elk deacebishdhen — 
I Se es Be a atl i ee (*) 


2 Lump sum of 50 cents. 


LEISURE TIME ACTIVITIES 

Recreation 
Paid recreation : 

Movies—once a week for 52 weeks. 

Bowling—three games, six times per year. 

Outdoor swimming at beach or pool—locker fee and cost of transportation for 
6 trips per year. 

Other paid recreation—lump sum of 30 cents per week for 52 weeks. 

Free recreation, such as picnics, outings, ice skating—no money allowance ex- 
cept for equipment. 

Recreational equipment, such as ice skates, including cost of sharpening, bath- 
ing cap—lump sum of $2. 


Sports clothing: ' : 
ANNU 


Item Allowance 
ne vic cin dearest ton ienae piereex meebinres ieacieninees ly 
Cee nnn nn nn cn So nea elen enema munis emo as Wy 
I a al cea pein abcd aiinch es mich aoe acs al nhendiolcak 1 
Neen ea i asad aiaiaiss eilarw ene erihinibiaeismienbennenieres as bomiapeenginminie 3 
Ie as a ince duane ease detimen ulin: eheaeansememeblaneit ly 
acca hae mca ek nvek tanec ahem Rni a iartnnewe aie aaa 1 
Vacation 


Transportation to and from summer camp and expenses for one week—lump 
sum of $65. 
Education and reading material 

Newspapers—313 daily and 52 Sunday papers. 

Magazines, books—15 cents per week for 52 weeks. 

Attendance at free adult education classes—no money allowance. 








Church 
Contributions—25 cents per week for 52 weeks. 


OTHER LIVING ESSENTIALS 


Transportation, local “—51 weeks a year. To work—five round-trip fares a 
week. For shopping, recreation, etc.—three round-trip fares a week.” 

Contributions to charity and personal gifts—lump sum of $12. 

Candy, sodas, cigarettes—50 cents per week for 52 weeks. 

Incidentals—30 cents per week for 52 weeks. 


INSURANCE 


Life insurance—lump sum of $27. 
Compulsory contribution to Federal old-age insurance—2 percent of total 


budget. 
Disability insurance—0.5 percent of total budget. 


SAVINGS 
Savings—10 percent of total budget. 


11 The total cost of transportation is calculated for 51 weeks in the year, since the cost 
of transportation for 1 week is included in the vacation allowance. 

For the small communities under 10,000 population where no local public transportation 
facilities are available, the allowance included in the final cost figures is an average of the 
transportation allowances for all other upstate communities, New York City it not in- 
cluded in this calculation, since the transportation problem there differs from that in other 
cities, 

12In New York City 1 additional round-trip fare is allowed. 
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INCOME TAXES 


Income taxes, Federal—computed on basis of Internal Revenue Act of 1955. 
Income taxes, State—computed on basis of article XVI of New York State 
income-tax law of 1955. 





APPENDIX II 
CHANGES IN BUDGET IN SEPTEMBER 1955 


Changes in the list of cities surveyed 


In 1953 and 1954, only New York City was priced. In 1955, eight communi- 
ties were included in the survey—New York City, Buffalo, Rochester, Bing- 
hamton, Jamestown, Glens Falls, Norwich, and Carthage. All of these commu- 
nities have been included in previous surveys. New York City has been in- 
eluded each year; Buffalo, Rochester, Binghamton, Jamestown, and Glens Falls 
were last priced in 1952; Norwich and Carthage were last priced in 1951. 


Changes in the food budget 


The food budget is based on the diet plans developed by the Home Economics 
Research Branch, Agricultural Research Service (formerly Bureau of Home 
Economics and Human Nutrition) of the United States Department of Agri- 
culture, within the framework of the yardstick of good nutrition established by 
the National Research Council. The Council decreased the recommended allow- 
ance of calcium in an adequate diet. Therefore the amount of milk or its equiv- 
alent in the budget was reduced from 260 quarts to 208 quarts a year. 


Changes in the clothing budget 


A number of changes were made in the clothing budget in 1955 on the basis 
of general availability of merchandise and changes in consumer habits. For 
winter wear, the budget formerly included a fur-trimmed coat to be replaced 
every 4 years and an untrimmed coat to be replaced every 3 years. In 1955, the 
fur-trimmed coat was not priced, and the allowance for the untrimmed coat 
was increased to permit replacement every 2 years instead of every 3 years. 

Since “separates” have become very important in a working woman’s ward- 
robe, the allowances for both the sweater and the skirt were increased from 
1 every 2 years to 1 every year. The allowance for rayon dresses was accord- 
ingly reduced from 2 each year to 3 every 2 years. 

Since nylon briefs were included in the budget instead of rayon panties, the 
allowance was reduced to three a year because of the better wearing quality of 
nylon. 

Since buyers indicated that quilted cotton robes would have to be replaced 
more frequently than every 4 years the allowance was changed to permit the 
purchase of this item every 3 years. 

In 1954, the hosiery budget included 8 pairs of 51 gage, 30 denier, stockings, and 
12 pairs of sheerer 51-gage, 15-denier, stockings. However, since most of the 
hosiery manufactured is 20 denier or sheerer, the allowance of 30 denier stock- 
ings was reduced from 8 to 6 pairs, and the allowance of 15 denier stockings 
was increased from 12 to 20 pairs a year. 

A pair of leather gloves was included in the budget and the number of cotton 
gloves allowed was reduced from 8 to 2 pairs a year. 

Changes in the clothing upkeep budget 


The clothing upkeep budget is related to the clothing budget. Since the fur- 
trimmed coat was no longer included in the clothing budget, the allowance for 
dry cleaning the fur-trimmed coat was discontinued. 

Most frequently, repairs to women’s shoes consist of the replacement of heel 
lifts and toe tips. The allowance for resoling shoes was, therefore, discontinued, 
the allowance of heel lifts was increased from 6 to 12, and the allowance for 
the repair of toe tips was increased from 3 to 4 a year. 

Changes in the personal-care budget 

The increase in the use of home-permanent kits necessitated the inclusion in 
the budget of 2 home-permanent kits every 3 years. 

Because of changes in consumer practice, the allowance for professional mani- 
curing was excluded from the budget. 

The allowance for haircuts was increased from 4 to 8 haircuts a year, in view 
of present-day hair styling. 
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(Supplemental information furnished by the witness follows:) 


New YorK Hore. TRADES CoUNCIL, 
New York 36, N. Y., March 21, 1957. 
Congressman AUGUSTINE KELLEY, 
Chairman, House Labor Subcommittee on Extension of Fair Labor Stand- 
ards Act, Room 429, Old House Office Building, Washington, D. C. 


DEAR CONGRESSMAN KELLEY: In the course of my testimony before your sub- 
committee on March 19, I was asked about information on women in employ- 
ment. I referred to the 1956 Handbook on Women Workers issued by the United 
States Department of Labor, Women’s Bureau, bulletin No. 261. 

As soon as I obtain an additional copy I shall send it to you. In the mean- 
time, I am quoting from page 26 of the handbook: 

“The extent to which women enter the labor force varies considerably with 
their family status. More than half of the women who were unrelated indi- 
viduals, and nearly half of those who were heads of families, were bread- 
winners, compared with little more than one-fourth of the wives dwelling with 
their husbands.” 

On page 27 the handbook states: 

“Women family heads are more likely to be in the labor force than other 
women who live as members of a family. Nearly half of the 5 million women 
classed as family heads in 1955 were in the labor force. Of those between 25 
and 65 years of age, 58 percent were working. In more than a fifth of the 
families headed by women there was no other wage earner. 

“About 28 percent of the women family heads who were employed were in 
service occupations (the proportion rises sharply among women over 35). 
Women who do not live as members of a family—the unrelated individuals— 
are more likely to work than women living in family groups. 

“Another factor, of course, is that women who are not members of a family 
must work to support themselves, unless they have independent means.” 

You may also be interested in the figures on page 42 relating to the earnings 
of elevator operators, particularly with respect to hotels as compared with 
office buildings : 

“Almost 27,000 women elevator operators were reported in the decennial 
eensus, 1950. Women were almost one-third of the workers in this occupation. 
About one-half of the women elevator operators, whether in office buildings or 
hotels, earned $1.20 an hour or more. However, in office buildings almost one- 
fifth earned $1.40 or more, while in hotels no women were paid so much. The 
difference in the pay scale between office buildings and hotels is even more 
marked for men than women—over 80 percent of the men operators in office 
buildings received $1.40 or more an hour, which was higher than the pay for 
any of these employees in hotels.” 


TABLE 8.—Hourly earnings of operators of passenger elevators, 1955 
‘ : r —~ : cali ; 
| | | Total reported, | In cities employing both men 


| percent receiving ind women, hourly average 
Number | Number hourly earnings in area paying 
Place of employment of cities of se = 
workers 
$1.20 or Under 90! Number Highest Lowest 
over cents 

In office buildings 
I lee Soke 21 3, 231 47 19 20 $1. 64 $0. 66 
ee i oe ee. ¥ 23 10, 677 89 4 20) 1.69 83 

In hotels: ! 

DSc ceneeenaes Sic 17 1, 492 43 31 12 1. 33 61 
_ Eee 14 2, 037 62 16 12 1.33 .48 


1 Women, but no men, were reported in 5 additional cities, with the lowest average 31 cents. Men, but 
no women, were reported in 2 cities, none higher or lower than shown here, 


Source: U. 8. Department of Labor, Bureau of Labor Statistics. Occupational wage rates, 
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I refer you to pages 8 and 9 which analyze the number of women employed in 
various occupation groups, showing that the third largest occupation group is 
that of service workers. The handbook states: 

“The proportion of women among all workers is much greater in some occupa- 
tion groups than in others. For example, two-thirds of the clerical workers 
and half the service workers (other than in private households) are women.” 

Tam enclosing for the record the New York State Department of Labor Survey 
“Wages and Hours, All-Year Hotels, New York State, 1956”, showing that the 
typical worker in an all-year hotel in New York State earned $1.16 an hour, exclu- 
sive of tips and wages in kind in January 1956. 

I was also asked some questions as to the manner of determining dues. In 
ceneral local dues are fixed by a representative vote of the membership through 
assemblies or otherwise and then subject to approval by the specific international 
involved. 

I am enclosing a copy of the initiation and dues schedule of our council which 
is sent to the hotel association and to each hotel under contract prior to checkoff. 

As I recall it, your question was directed toward the relationship of these dues 
to the fringe benefits rendered. In our case, all the fringe benefits obtainable 
under the union contract (meaning the contract of the hotel trades council) are 
negotiated with the hotel association. 

If there is any way I can be of further help, please let me know. 

Very truly yours, 
JULIA ALGASE. 
Legisiative Counsel. 


NEW YorK HOTEL TRADES COUNCIL, NEW YorK 36, N. Y. 


Initiation and dues schedule—Revised July 1, 1956 








DUES 
| 
Monthly dues; Monthly dues| Monthly dues 
Departments or categories for all earning|for all earning|for all earning 
up to $39.99 | from $40 to $60 a week 
a week $59.99 a week or more 
Bar , $3 | $3. 30 | $3. 80 
Housekeeping: (All maids, housemen, cleaners, and linen | | 
room workers 3 | 3. 30 | 3. 80 
kKitcher | 3} 3. 30 | 3. 80 
Laundry | 3 | 3. 30 | 3.80 
Stewards 3 3. 30 3. 80 


Dining room: 
Captains, hostesses, waiters, waitresses (who re- 
ceive tips) ~~ cei telah aiiaiace a aabadien $3.80. 


Busboys and busgirls (who receive tips) 5 cnimnlinetcanne tinea $3.30. 
Banquet department: Captains, waiters, and waitresses $4.30. 
Administrative (white-collar employees) ..-.-.--.-- $2.75 a month for all earning up 


to $37.99 a week; $3 a month 
for all earnings from $38 to 
$44.99 a week; $3.50 a month 
for all earnings $45 a week or 
more, 
All front service department employees: Elevator oper- 
ators, bellmen, doormen, baggage porters, and lobby 
porters, checkroom attendants, window cleaners, ex- 
terminators, matrons, package room, swimming pool, 
locker room, page boys and girls, and sidewalkmen___ $3.90 a month. 
Watch engineers: Electricians, electricians’ helpers, 
electric elevator mechanics, panelboard operators, 
GI SE TT I go tcnesiinn sak nance daimeleteees Gata .~ $5 a month 
Painters, paperhangers, wall-washers, and furniture 
polishers; curtain and mattressmen, carpetlayers, 
upholsterers, upholstery seamstresses, and drapery ; 
carpenters, cabinetmakers, and locksmiths; masons, 
plasterers, silversmiths, and marble polishers; print 
shop; firemen, oilers, incinerator, plumbers, and 
mechanics ; maintenance, ice pullers, and general help- 


_ ers; NINDS NO ek: crass Ub cicentndetde td esdelaiiiie, be ick $4 a month. 
Valet department, florists and masseurs_.__.______-_ . $3.50 a month. 


INITIATION FEE SCHEDULE 


Telephone operators i ovens 
P all other employees AE 7 ; ac iaaoeagh elena 2¢ 
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(Statement referred to earlier in w itness’ testimony follows:) 


STATEMENT OF JULIA ALGASE, FOR THE NEw YorK Hore. TRADES CounciL, AFL- 
CIO, REPRESENTING 35,000 EMPLOYEES IN New YorkK City HOovels, On AMEND 
MENTS OF THE FArrR LABOR STANDARDS ACT OF 1935S, AS AMENDED 


The expressed purpose of the Fair Labor Standards Act of 1938 is “to correct 
and as rapidly as possible eliminate in industries engaged in commerce, labor 
conditions detrimental to the maintenance of the minimuim standards of living 
necessary for heaith, efficiency and general well being of workers.” 

Leaving to expe:ts such as William 8S. Tyson, former solicitor of the Labor 
Department and now associate AFL-CIO counsel, the question of what is an 
industry engaged in commerce or affecting commerce (appendix 3). I shal 
discuss the question of labor conditions detrimental to the health, efficiency and 
well being of workers, not from the point of the minimum wage necessary, for 
we in the labor movement have stated often that under present conditions, that 
minimum is $1.25, but from the point that the minimum need of one worker 
the same as that of another worker regardless of industry. 

The New York Times, in a recent editorial, has put it very well, saying: 
“After all, the wage necessary for the healthful maintenance of a laundry worker 
is not any more or less than for a clerk in a grocery store.” I would add “or 
for a hotel, motel or restaurant worker.” To make the point even cleare 
from the hotel worker’s point of view, I say, “After all, the wage necessary for 
the healthful maintenance of a worker presently covered by the Fair Labor 
Standards Act is not any more or less than for a hotel, motel or restaurant 
worker.” 


here must be general agreement that it is neither fair nor human to discrimi 





nate against some low-paid workers as against other low-paid workers 


| he hotel workers are ow ‘ lean hardly b ques it ned The hotel industry 
is the sixth largest in the country, a fact commented on by writers in bus 
magazines such as Fortune and others, but its emplovees are at e bottom of 
earnings tables (appendix 1) 

The January 1955 issue of Fortune describes the chain situation in an 
by Robert Sheehan called the chain reaction hotel ‘As every busing 
who gets around the country knows” says the article, ‘fa tremendous turnove 
in the ownership and management of hotels is taking place in the United States 
today. As he finds himself checking the Sheraton Astor in Ne York, the 
Deshler Hilton in Columbus, Ohio, the Sheraton Palace in San Francisco, ete 
the businessman tra ve ler Can be i ’ ven tor conciudl ov { ail tie vreatl 
have gobbled up just about every orthwhile hotel in sight 

From a table in the articles we see that, starting ith June of 1953, the She 
ton Corp. added nine hotels to its list. in Washington, D. C., California, Ilino 
New York, Massachusetts. The Hilton chain acquired all the Statler hotels 
10 cities spread throughout the country and only recently was obliged to sett! 
an antitrust suit by disposing of at least 1 in each of several cities, including 


New Yor! 
Another significant quotation is: “There are always plenty of bidders amon: 
the smaller chains for t i 


concentration and chain management 


he diseards.’ No change is foreseen in the trend to rd 


Perhaps reference will have been made be by others tf he hotel workers 
earnings studies made by the Bureau of Labor Statistic showing that hotel 
workers in the South receive as low as 30 cents an hour it should be borne 


in mind that the South includes the gigantic hotels of Florida, where for instance 
the big Alsonett hotel 
chain operates another 

The American Hotels Corp. also operates some of its 47 hotels in Florida and 
Texas. Ten of the Associated Federal Hotel chain are in Texas 

AFL-CIO President George Meany has already referred to the Arkansa 
minimum wage law, which permits 16 cents an hour for some women workers in 
that State. 

The Milner Hotel System operates one of its 202 hotels in Arkansas (appen 
dix 2). 

I shall not belabor this point further, but offer as part of my statement the 
latest directory of hotel systems operating three or more hotels, published an 
nually in June by the American Hotel Association Directory Corp. This directory 


lists 176 hotel chains in the country, of which 105 operate 5 hotels and over each 


chain operates 7 of its 32 hotels. In Texas, where this 
+ hotels, workers receive as low as 32 cents an hour 





and 10 operate over 27 hotels each. 
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I should like to pick up Mr. Meany’s reference to state inaction in the field 
of minimum wages particularly from the point of view of hotel workers of New 
York State. 

New York State, one of the most progressive States in the Union, has not 
remedied the situation, either by use of its wage boards, or by legislation. New 
York State hotel employees are struggling with the problem of a minimum 
which does not equal the minimum budget requirements which the State labor 
department has published. They, as well as hotel workers in States with no 
minimum wage standards or very low ones must look to the Federal law for 
protection by extended coverage. This applies equally to the restaurant workers 
and the retail workers, the laundry workers, and the workers in other service 
industries. 

I have been authorized to say for the Hotel and Restaurant Employees and 
Bartenders International Union AFL-CIO, which represents over 420,000 hotel 
and restaurant employees throughout the country, that the arguments and pro- 
posals for extension of coverage made by the AFL-CIO at the opening of these 
hearings, state the International’s position, which has been reiterated in various 
convention resolutions. 

APPENDIX 1 


Last year was the best in their history for hotels in the United States, and 
spokesmen for the industry say it will be even better. These are the record- 
breaking figures issued by the American Hotel Association for 1955: 

Gross income, $2,653,000,000, an increase of about 3 percent over 1954. Con- 
struction of new hotels increased in the first 10 months of 1955, with 79 built or 
under construction, as against 54 in the same period of 1954. The new hotels 
are valued at $181,257,000 compared with the 1954 total of $146 million. A 5 
percent increase in gross volume of business is forecast for 1956, based on 
expectation of the national economy remaining at a high level, with travel, both 
for business and recreation, continuing to rise. 

As of November, an indicative list of hotel stocks and bonds was up 32. 
percent and 3.1 percent, respectively. 


APPENDIX 2 


Mr. Stanley Ruttenberg for the AFL-CIO has said that in Arizona (where 
incidentally the Continental Hotels system operates 2 of its 15 hotels) the 
minimum wage for women employed in retail trade (men are not covered) is 
55 cents an hour. It may be added, there is no minimum wage set for service 
industries in Arizona other than for laundry and dry cleaning. 

In Tennessee, where the Grenoble Hotels chain operates one of its 21 hotels, 
there is hours coverage only, there is no minimum wage. Georgia, too, has 
hours coverage only. Here, the Hickory Hotel Co. chain has one of its 46 hotels. 
Nine of its hotels are in Ohio where the minimum set is from 49 to 55 cents an 
hour for nonservice employees. 

The Packard chain of 7 hotels, owned by Arthur J. Packard who testified here 
against the extension of coverage, is also in Ohio. Mr. Packard foretells dire 
results if there is extension. 

Hard-working and upstanding hotel workers all over the country will resent 
Mr. Packard’s statement that if hotels didn’t employ people to scrub pots and 
pans or do other menial labor, they would become public charges. We don’t 
notice that this altruistic approach is used by the hotel industry in its rapid 
adoption of all forms of automation or that hotels are in business for the purpose 
of keeping our people from being publie charges. 

If what Mr. Packard says is so, then there is no cause for his fear that firms 
which fall below the coverage tests of the Lehman and Murray bills (such as 
those in chains with less than 5 units or those with less than $500,000 annual 
business) would have to raise their wages in order to compete for labor with 
the companies required by law to pay the Federal minimum. All they’d have 
to do is to go to the relief rolls for the people who are hoping and praying that 
an altruistic hotel owner will come along and give them a substandard pay job 
in his hotel. 
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APPENDIX 3 


In preparing for these hearings, I reread some of the statements presented 
to your committee last year. I recall to you the following statements by Secre- 
tary of Labor James P. Mitchell: 

“The amendments of 1949 were not entirely consonant with the overall purpose 
of eliminating substandard living conditions throughout the Nation, since actu- 
ally they reduced and limited the number of workers protected by the minimum 
wage.” 

“Many employees in need of a minimum wage who do not now have it work in 
units of the vast interstate department stores, variety stores, and grocer) 
chains, nation-wide motion picture theater chains, interstate hetel systems, and 
loan companies.” 

“No sound reason appears why the act should not apply throughout these 
businesses which are controlled on an interstate basis.” 

“These multi-State enterprises are basically not local or intra-State in most 
important characteristics, including ownership, control, financing, Management, 
and personnel policy.” 

“An establishment owned or directly controlled by an interstate chain is a unit 
of an enterprise whose operations are in the stream of interstate commerce 
and whose labor standards directly affect interstate standards. The huge size 
and increasingly diversified operations of these enterprises are in a large measure 
dependent upon the rapid and progressive strides made by this Nation in the 
fields of interstate communication and transportation. They are obviously 
engaged in commerce affecting more States than one. Such commerce, under 
the Constitution, is appropriate for regulation by the Federal Government.’ 


APPENDIX 4—MOoOreLs 


The December 24, 1955, issue of the Hotel Gazette has this to say of motels: 

“Most hotel and travel men realized that travel was on the increase in 195: 

“The year 1956 is one in which most travel experts expect an even further 
spurt of travel. 

“Commercial and resort hotelmen are thankful for the continued travel 
for they are able to siphon off a healthy share of the tourist dollar. 

“Knott plans major expansion in motel field. Seven luxury motor hotels 
planned, with first to debut in spring in Williamsburg, Va., reflect industry 
trend as chains shift to capture motor, air travel trend. 

“Major operators particularly among the chains are setting their sights on 
motels. At a fast pace, the past year has seen the buying, building, and leasing of 
motor hotels by several chains—the leaders being Knott, Pick, and Sheraton. 

“Knott will concentrate on luxury motor inns which will have hotel accommo- 
dations as well as motor units. 

“The attitude of the hotel industry in general is beginning to reflect the feel- 
ing that motels are indeed a part of one hotel industry. 

“There are over 60,000 motels in the United States now grossing over a 
billion dollars annually.” 


APPENDIx 5—CHAINS 


The foregoing facts are most pertinent to the question of including hotel 
workers under the minimum-wage provisions of the Fair Labor Standards Act. 

For they show one of the greatest changes that has come to the hotel industry 
since the Fair Labor Standards Act was adopted 18 years ago. Even 10 years 
ago, there were no such giant chains of hotels in existence as the Sheraton and 
Hilton, for instance. Today, each of these chains is a far-flung empire with units 
in many cities not only of this country, but in numerous foreign ones. 

This consolidation of hotels has naturally brought with it high wholesale 
buying of supplies and equipment for many or all units in the particular system, 
with goods consequently shipped across many State lines. 

In effect it also transports guests across State lines—that is, through adver- 
tising and promotion it tries to attract—and does attract—guests from every 
part of the United States. Particularly is this true of hotels in large cities when 
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they go anywhere in the 48 States (and the District of Columbia) to induce 
conventions to be held in their places. 

Reservations of rooms are now made by central bureaus of a chain or group 
of hotels for any city in which it has units. 

Also it must be noted that in addition to operating hotels, most of the chains 
are also in the real-estate business in a number of different States. 


Mr. Ketiey. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 3:10 p. m., the committee recessed, to reconvene at 
10 a. m., Wednesday, March 20, 1957.) 
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WEDNESDAY, MARCH 20, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS, 
oF THE ComMMITTEE ON Epvucatrion AND Lapor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., In room 
429, Old House Office Building, Hon. Augustine B. Kelley (chairman 
of the subcommittee) presiding. 

Present: Representatives Kelley (presiding), Landrum, Roosevelt, 
Holt, Ayres, and Griffin. 

Staff members present: Fred G. Hussey, chief clerk; John O. Gra- 
ham, minority clerk; and Kennedy W. Ward, assistant general 
counsel. 

Mr. Ketiry. The committee will please be in order. 

Mr. Hussry. Mr. Chairman, the first witness this morning is the 
National Retail Farm Equipment Association, Mr. Mulliken and Mr. 
Goes. 


STATEMENTS OF LYMAN J. GOES, PRESIDENT, SAGINAW, MICH.; 
PAUL M. MULLIKEN, EXECUTIVE SECRETARY, ST. LOUIS, MO.; 
AND W. R. NOBLE, GENERAL COUNSEL, WASHINGTON, D. C., NA- 
TIONAL RETAIL FARM EQUIPMENT ASSOCIATION 


Mr. Ketiey. The gentleman may identify himself for the reporter 
and then proceed with his statement. 

You may read it or skip over it and hit the high points, as you 
wish. 

Mr. Gors. My name is Lyman Goes. I happen to be the president 
of the National Farm Equipment Association. 

At my left is Paul Mulliken, who is the executive secretary of the 
National Retail Farm Equipment Association, and on my right is 
Mr. Noble, who is our counsel here in Washington. 

We have filed a statement with your committee. 

(The statement referred to follows :) 


STATEMENT OF NATIONAL RETAIL FARM EQUIPMENT ASSOCIATION 


This statement is presented to the committee by Lyman J. Goes, president, 
Saginaw, Mich., and Paul M. Mulliken, executive secretary, St. Louis, Mo., 
appearing before the committee on behalf of the National Retail Farm Equip- 
ment Association. This association has a membership of approximately 15,000 
farm equipment dealers located in rural communities throughout the United 
States. 

Our membership includes dealers located in every State and every sizable 
agricultural area of the Nation. The members of the association sell and 
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service about 90 percent of the total annual production of farm machinery and 
equipment. 

Farm equipment dealers stock, sell, and service farm machinery and attach- 
ments, repair parts and miscellaneous farm production supplies, and maintain 
modern repair shops. Factory-trained mechanics repair and service implements 
in the dealers’ service shops and, during periods of planting and harvesting, 
make frequent emergency repairs in the farmers’ fields, 

The principal, if not exclusive, customer of the farm equipment dealer is the 
farmer. Implement dealers, therefore, are all located in rural communities and 
have a rather definite territory which they serve locally. They employ on the 
average from 2 to 3 trained mechanics, a parts man, from 1 to 8 general sales- 
men and merchandise men, a bookkeeper, and a typist. The average employ- 
ment in the industry as of January 1, 1957, was seven employees per establish- 
ment. Each of these employees assists in different phases of the operation at 
various times as circumstances may require. Employees are usually local 
people with an agricultural background. 

The Nation’s agriculture has become completely mechanized and is dependent 
almost entirely on power farm machinery and equipmen ‘ 
on the dealer to stock repair parts and to provide immediate service when 
breakdowns occur. Most of the employees require a long period of training 
on the job and are employed on a steady year around basis. 





ant The farms depends 


EMPLOY MENT WAGES AND HOURS 


Employment is on an annual basis, with weekly or semimonthly pay periods. 
In most cases, employees share on some basis in the profits of the business. The 
mechanics and parts men, depending on the season, work from 44 to 54 hours 
a week. During slack seasons the hours are shorter and during peak periods 
of planting and harvesting they may even be longer. The hours and conditions 
of work in peak season vary widely from State to State and county to county, 
depending entirely upon local customs, agricultural crops, and conditions. 

Employees of implement dealers with rare exceptions receive salaries in excess 
of the minimum wage presently provided in the Fair Labor Standards Act. 
Various systems of overtime pay, fringe benefits, bonuses and profit-sharing 
plans are prevalent in the industry. Implement dealers would not be able to 
adjust to a 40-hour weak, nor could they meet requirements of existing regu- 
lations issued by the Wage-Hour Division. The adjustments in salaries based 
on present wage rates, which would require time and one half for all hours over 
40 a week at the regular rate of pay, and working out adjustments required 
by various bonus and profit-sharing plans presently in existence would be most 
complicated and without doubt would require dealers to consult outside attorneys 
and accountants each week. It would mean a complete change in present volun- 
tary arrangements in employment, that have been worked out to satisfy employees 
and to serve requirements of agriculture in their area. Peak season and slack 
season arrangements which have been worked out to help employees and to 
serve customer requirements would have to be abandoned. 


ADJUSTMENTS REQUIRED BY COVERAGE 


Extension of coverage to our industry would require substantial adjustment 
in policies of service to farmer customers. Limitations would have to be 
placed on farm equipment retail service which would directly increase operat- 
ing costs of farmers who are in no position at this time to absorb such increases 
in production costs. 

A review of this matter with dealers in various sections of the country indi- 
eates that, if coverage were extended to the retail farm equipment industry, 
one of two courses would be open to dealers. They could limit operations, both 
sales and services, to a 5-day, 40-hour week, or possibly a 6-day, 44-hour week. 
They would not be able to stagger employment because of the difficulty in hiring 
and training employees and the unwillingness of the present skilled employees 
to cut down on hours and income. During slack seasons, employees would be 
laid off to compensate for overtime required during busy seasons. An alterna- 
tive would be to raise prices for farm machinery and parts and to increase 
charges for services to meet the substantial pay increases which would be 
required. Under either alternative employment would not be spread nor would 
income of employees by increased. Certainly, any lowering of the annual wage 
for employees would result in their seeking part-time employment in other 
endeavors. 
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REASONS FOR OPPOSING COVERAGE 


In behalf of the Nation’s farm implement dealers and their farmer customers 
throughout the United States, we oppose any extension of coverage which would 
affect farm equipment dealers for the following reasons: 

1. Farmers’ hours are irregular from season to season, week to week, and in 
many cases, day to day. In the months from Washington’s Birthday to Thanks- 
giving, the farm work-week runs well in excess of 72 hours. Serving the ma- 
chinery, repair, and service requirements of agriculture is definitely a job that 
takes more than 40 hours per week. 

2. Present systems of compensation of employees and working conditions have 
been worked out to attract local people to the business on a permanent basis. 
They provide employees what amounts to a guaranteed annual wage. These 
systems of compensation would have to be completely revised in changing to a 
40-hour week under the Fair Labor Standards Act. Hours of employment are 
adjusted as crop seasons demand to serve the agricultural needs of the particular 
agricultural area in which the dealer is located. Coverage under the Fair Labor 
Standards would change all of this. Employees would lose many of their 
present benefits and would in many cases receive a smaller annual income. 
Cost of service to farmers would be increased. 

8. A major concern to farm equipment dealers is their inability to follow 
involved and complicated rules, regulations, and interpretations which are nec- 
essary in the administration of the Fair Labor Standards Act. Dealers know 
that they would be subject to claims and suits in substantial amounts because 
they could not keep up with rules, regulations, and court decisions. 

t. The original cost of compliance would be economically prohibitive. The 
detailed record-keeping which would be required would not be possible without 
revising bookkeeping systems and employment of additional personnel to keep 
records. 

5. Our dealers are aware that if subjected to coverage, they would have con- 
stant checks on their operations by Federal wage-hour inspectors and con- 
tinuous discussions by these inspectors and employees. Such investigations 
were made frequently in this industry prior to 1949 when the retail exemption 
was clarified and in some sections are being made at the present time. They 
are costly and time-consuming to the dealer and his employee. They are 
particularly disturbing to dealers in this industry since they do not have legal 
counsel readily available. There has been and continues to be a vigorous effort 
on the part of the wage-hour inspectors to find some phase in the implement 
lealers’ operations which could be used to extend coverage to their establish- 
ments. In these cases the dealers are quite concerned as a result of statements 
made by investigators of the extent of liability which may be imposed. More 
serious, however, has been the unrest which has resulted among employees who, 
in Many cases, resent even more than the employers’ efforts to upset present 
employment arrangements. We are aware that any extension of coverage 
would mean continuous checks of the entire industry. 


COVERAGE BASED ON NUMBER OF UNTTS 


Proposals have been made that coverages be extended to multiunit companies. 
One proposal for example would cover any employer having more than four 
stores or establishments. A number of our members have more than four 
establishments. Placing these dealers under the act would disrupt their opera- 
tions and discriminate against them merely because they happen to own more 
than one dealership. The reasons for opposing coverage for single-unit opera- 
tions apply equally to our multiunit operations. These multiunit establish- 
ments in our industry are operated separately and locally, and there is no good 
reason to discriminate between such establishments and their competitors in 
the industry simply because such establishments happen to be financed by the 
same individuals. The industry is completely opposed to any such step in the 
direction of coverage of retailers under the Fair Labor Standards Act. 


COVERAGE BASED ON DOLLAR VOLUME 


Proposals have been made to extend coverage to larger retailers on the basis 
of a certain dollar volume or a certain number of employees in the establish- 
ment. Regardless of volume, a farm equipment dealer cannot serve farmers on 
a 40-hour week. The large-volume dealers in our industry are in no better posi- 
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tion to compietely revise their systems of compensation, working conditions and 
service, or their recordkeeping procedures than the smaller volume dealers. 
They are locally operated and staffed by local people serving only their local 
farm area. They compete with smaller-volume dealers in the same community 
who would not be covered by the proposal 

The large-volume dealers in this industry are usually located in areas where 
the farmers use large and heavy equipment. These dealers have the same type 
of operation and the same problems as the smaller-volume dealers. Further 
more, the larger-volume dealers are in no better position than the smaller deal 
ers to try to keep up with the maze of regulations and the complicated inter 
pretations. The coverage of some of the retailers in this industry on an arbi 
trary dollar-volume or number-of-employees basis would affect all competing 
establishments within the industry 


EFFECT OF COVERAGE ON AGRICULTURI 


Extension of coverage would be harmful to agriculture. Service to farmers 
would be weakened. The cost of maintaining present fast service to farmers 
when breakdowns occur in the field, particularly during planting and harvest- 
ing seasons, would be svbstantially increased. We point out that farmers are in 
no position to have an increase imposed on their production costs. There is m 
reason to change the present system when the employees of the industry are 
well paid, satisfied, and are rendering good service. 

Farm equipment service cannot be managed on an assembly-line basis. Em- 
ployment can and is being handled on an annual guaranteed wage basis. Hours 
are adjusted to customer need and employee convenience based on local condi- 
tions. Annual incomes of employees are good. 

The question should be carefully considered of the need to upset present satis- 
factory working conditions, satisfactory compensation of employees, and satis 
factory service to farmers merely to satisfy those who wish a nationwide appli 
cation of wage and hour regulations regardless of effects. 


CONCLUSION 


The retail farm-equipment industry believes that it is making a substantial 
contribution to agricultural production by its service to farmers which has been 
geared to local needs and agricultural conditions. The industry has developed : 
corps of highly trained satisfied personnel with a history of long-term employ- 
ment in the same establishment. Employees in this industry are well-paid, sub- 
stantial citizens of local rural communities. 

Extension of coverage under the Fair Labor Standards Act to the retail farm 
equipment industry would not accomplish the avowed purposes of that act but, 
on the other hand, would do harm both to employees in the industry and the cus 
tomers they serve. It would tend to break down the established guaranteed 
annual wage system which prevails in the industry. 

On behalf of the 15,000 dealer members of the National Retail Farm Equipment 
Association, we respectfully urge that no change be made in section 15 (a) (2) 
of the Fair Labor Standards Act and that no amendments be adopted to the act 
extending coverage to the retail and service trades. 


Mr. Gors. I would like to say that I am from Saginaw, Mich. I 
happen to be a retailer in the farm-equipment busine there. I would 
like to make a few statements, if I can, regarding mv } articular opera 
tion. 

The farm-equipment business in my particular operation is to sell 
furnish repairs, and service farm equipment to the farmers in that 
area. My volume is approximately $350,000 a vear and 
as high as a half-million dollars. 

Practically all farm equipment is sold and serviced by farm-equip 
ment dealers. It is our opinion that the farmer is dependent prac- 
tically 100 percent on the dealer for the furnishing of this equipment 
and the operation of it. 

I employ approximately 8 employees doing various types of work 
in our particular business. Our employees have an average of 10 years 


Wwe have done 
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with me. I have 2 employees that have been with us over 20 years and 
one 24 years, who, at the present time, is on a temporary sick leave. 

Our employees consist of all local people with an agricultural back- 
eround. They own their own homes, have their fe umilies, and are part 
of the local community and of my particular business from the stand- 
point of their abilities. 

Hach employee is employed on a limited, so to speak, employment. 
He is paid every week, 52 weeks out of the year, regardless of what the 
business might ‘be or what our oper ation is. 

f pay well over the minimum wage, an average of over a dollar 
and a half an hour ali the way through with our employees, and at 
the end of the vear depending on business conditions they receive 
bonuses. 

During the planting and harvesting season it is necessary in our 

uisiness to work longer than the 40-hour week, the reason being, of 
course, that in our partic ular area one of our main ¢ rops is ni ivy be ‘ans. 
Navy beans is a crop that, if left on the field after they are pulled 
and not harvested immediately, there is considerable loss due to 
weather conditions, so that many times it is necessary for my em- 
ployees to work longer hours then than at other times of the year. 

Of course, during December, January, and February, our business 
is very slack. We have no use for our complete line of employees. 
However, we still keep them and pay them their regular weekly 
salary as we do in the more busy seasons of the year. 

If it was necessary for me to operate my business on a wage-hour 
law it would be practically impossible, due to complicated records 
and regulations which it would be necessary to keep. Our overtime, 
of course, is very seasonal, It only happens at certain times of 7 
vear and, of course, it varies consider ably. However, if we had 
operate under the wage-and-hour law it would be necessary to ce 
these employees off during the months of December, January, and 
February, which is definite ‘ly our os ack season. 

If we do operate under the wage-and-hour law, of course, it would 
mean a considerable additional cost to the farmer who is in our area 
now in rather a tight squeeze, due to adverse price conditions in the 
farm commodities that he sells. 

The employees in my particular business are specialized. They 
are factory trained and have to be. It takes many years to have 
employees become skilled men in order to operate successfully and 
be good employees for me, the reason being that we specialize in vari- 
ous equipment. We sell one piece of equipment at a certain month 
or season of the year and do not sell it until the following year, so 
that it takes many years for an employee to learn the many items 
that we have to sell and furnish repair parts for. It takes ‘a parts 
man many years to learn the many parts. We have to carry upwards 
of 10,000 parts to handle the servicing of this equipment. 

[f it would be necessary for us to operate under the wage-and-bour 
law it would be impossible, first, because we would be unable to give 
our employees steady employment due to cost: second, we would be 
unable to keep all records necessary; and third, it would make the 
cost to the farmer prohibitive. 

Gentlemen, I have expressed my particular operation. Mr. Mulli- 
ken here 1s our executive secretary of the national associ: ition, and 
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he no doubt can give you some information that you might like on 
the national oper ation of our dealers throughout the country. 

Mr. Mutiixen. Mr. Chairman, I have been identified as the execu- 
tive secretary of the National Retail Farm Equipment Association. 
Our headquarters are in St. Louis. We have approximately 15,000 
members located throughout the entire United States. There are 
3,067 counties in the United States and in about 3,000 of those counties 
we find agriculture sufficient to justify the ownership, maintenance, 
and ope ration of an implement dealership. 

President Goes is typical of the average dealer as far as his volume 
is concerned, and his mode of operation. Some of our members have 
a larger business and many have a smaller business, but most of them 
are located in towns smaller than Saginaw, which is approximately 
100,000 population. We have dealers located in just crossroads. In 
fact, the average dealership, the majority of our dealers, are located 
in cities of under 10,000 population. 

Our membership is unique in one respect. We have a single cus- 
tomer which is the American farmer. The farm-equipment dealei 
is not privileged to sell all segments of the population such as other 
types of retail trade like the druggist, the hardware merchant, the 
clothier, the automobile dealer, who sell to everyone. We sell to 
farmers only. 

Of course, it consists of new equipment, used machines that have 
been reconditioned for resale, the replacement or repair parts and 
the service labor. In order to take care of our customers satisfac- 
torily who do not observe any hour schedule, it is necessary that out 
places of business be open from 48 to 54 hours on the average through- 
out the year with much longer hours in the planting and cultivating 
and harvesting season and for reasons which the president has ex- 
plained, most of our employees are definitely skilled and trained men 
and are not readily interchangeable. 

In other words, a skilled parts man is not necessarily a bookkeepe1 
or a setup and delivery man or a mechanic. The same is true of the 
salesmen. They are not mechanics. They have to fit into a particular 
job in order to be a good one and the one that the farmer requires. 
Mechanics especially are highly essential at all seasons of the year, 
but mostly im the principal planting and harvesting seasons, because 
they are taking care of precision-built machines. 

That has occurred in the last 2 decades. Formerly anyone could 
take care of a plow with a pair of pliers and some baling wire, but 
when it comes to combines, harvesters, hay balers and the principal 
machines, it requires someone skilled to handle it. 

We represent a $3 billion industry. The total sales volume of our 
industry is approximately $3 billion and perhaps a little in excess of 
$3 billion. The average investment, exclusive of building, which is in 
inventory and equipment, is around $85,000, and according to the 
dealers who report to our office on their cost of doing business, figures 
which we collect annually, sales are approximately $280,000 on the 
average, Which is the largest investment and the largest retail sale in 
the smal] rural communities. 

If the Government should ever amend the law to require the farm 
equipment dealer to become subject to the maximum hours and mini- 
mum wages, and we are not concerned about minimum wages, but 
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only maximum hours, the dealers would have two choices: Either they 
would have to adjust their operations to a 40-hour workweek because 
the interchange and staggering of hours is not practical, and they 
would have to require the farmer to get his new equipment, his replace- 
ment parts and service between the hours of 8 a. m. and 5 p. m., 
5 days a week, or they would have to charge more for their services 
and just now, and in fact for some time, and perhaps for some years 
to come, the American farmer is not in a position to accept higher 
production costs; so that we believe that it would be necessary for the 
dealer to operate on a 40-hour week rather than to increase his wage 
rates, which means his customer rates to the farmer. 

There would be added costs in the operation of the business in addi- 
tion to the increased wages because of the recordkeeping and the 
amount of reporting which might be required. 

Mr. Chairman, we know that there are proposals before this com- 
mittee to only cover a portion of our industry. One of those would be 
the multiunit operations. We have some of those as was reported 
in the Bureau of the Census report on the retail distribution trades 
in 1954. ‘There are not too many but we do have some. Some of those 
are operated by the farmer cooperatives, 

Normally the sales volume of those multiunit stores per unit is less 
than that of the individual operation whether it be a corporation, 
a partnership, or a single proprietorship ¢ 

One of these proposals also provides for coverage under the act 
based upon dollar sales volume or dollar purchases. We do not be- 
lieve that that would be equitable in this business, because we are 
unique in another respect in that the million-dollar volume dealer 
does not earn any additional discounts because of size. The trade 
volume and cash discounts that are applicable in the industry are easily 
reached at about $50,000 in purchases, so that the large volume dealer 
has no additional operating advantage. 

A third reason for which we are objecting to the coverge of our in- 
dustry under this proposal is that we believe that it is unwise, un- 
economical, impractical for the Federal Government to regulate purely 
local retail busmesses in the States. 

I have, Mr. Chairman, with me the figures from our annual cost of 
doing business study, with all of the percentages. I will be happy to 
answer any questions that any member of the committee may wish to 
ask about them if they are of any value to you. 

Mr. Ketiey. Mr. Mulliken, your organization is not confined par- 
ticularly to the State of Michigan; is it ? t? 

Mr. Muui«en. No, sir, we rotate our presidents. Our president 
last year was from Minnesota. 

Mr. Keniry. I mean, your membership ? 

Mr. Mutiiken. Our membership is in all 48 States. As I stated, 
we have members in 3,000 of the 3,067 counties. It is a national or- 
ganization and the only one serving the industry at the retail level. 

Mr. Keiiry. You do not believe that with the enactment of this law 
to cover your business it would mean that some of the members would 
go out of business: do you ? 

Mr. Muturken. I think it is altogether possible, Mr. Chairman. I 
think they will be compelled to because of higher operating costs and 
a clientele that is not in position to accept higher operating costs, 
the farmers. 
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Mr. BELLEY. Would he not rather adjust his operating conditions 
to fit into the new plan? You offer two alternatives; do you not? 

Mr. MutuxKen. Right. 

Mr. Ketiey. Do you not think that if the farmer would accept one 
and do his business in the hours that were set, that that would be a 
solution ? 

Mr. MuLuikeNn. Quite frankly, I do not believe so, because machines 
are not accustomed to breaking down within a certain number of hours 
in the day. Farmers have ul habit ot coming fo our members’ places 
of business at extremely early hours of business, at 5:00 or 6:00 
o'clock. Many of our plac es open at 6:00 o clock dur ne the harvest 
ing season. The *y are in there late at n ight to secure parts because it is 
extremely vital that crops be taken care of when they are ready. Any 
delay of a matter of even hours can be destructive to the crop and the 
farmer wants his equipment to be operating when it is needed. You 
can never anticipate when breakdowns are going to occur. 

Mr. Keviey. How much would it cost to adjust to the 40-hour week 
and stagger their help or put on extra help ? 

Mr. Muuurken. Mr. Chairman, I do not believe it is possible to stag- 
ger help between the types of employees that we have. A parts man 
cannot do setup and delivery work. Neither can a bookkeeper do 
parts work. It is a skilled trade. Neither ot them Can 2O Into the 
shop and become mechanics 

How much it would increase their costs I could not answer except 
to say that we are now averaging 48 to 54 hours a week. 

Mr. Ketitey. Mr. Landrum / 

Mr. LLANDRI M. Gentlemen, you have presented a condensed stute- 
ment but I take it that it can be condensed further in that your prin- 
cipal complaint or fear with the proposal to extend this coverage to 
your field results from the overtime provision of the act and not from 
the minimum wage. 

Mr. MuuurKen. The workweek. 

Mr. LAnprum. The overtime feature. 

Mr. Muuurken. That is right. 

Mr. Lanprum. You are not concerned now about minimum wages 
are you ¢ 

Mr. Muiirken. We are paying considerably in excess of the statu- 
tory minimum. 

Mr. LANprum. Would that be true as to your parts men as well : 
it would be to your mechanics ? 

Mr. Mutirken. Everyone in the employ including even the female 
bookkeepers. 

Mr. Lanprum. Your customers come almost 100 percent from people 
who till the soil, is that true? 

Mr. Muxuiken. Right. 

Mr. Lanprum. Do you then, in establishing the policies of vour or- 
ganization and trying to help the people who do business with then 
farmers, kee p in close touch with the prices that farmers get for their 
products ? 

Mr. Muuirken. I would say, Congressman, that the dealer in each 
given community is fully conversant with his customers’ markets, what 
the prices are on cotton or peanuts or corn or hogs, dairy products. 

Mr. Lanprvco. Is it not true that every time the Federal Govern- 
ment moves Into an area such as this affecting the farmer that he in- 
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evitably increases the cost to the farmer of producing his commodities 
and likewise reduces the small margin of profit th: ut the farmer has 
left ? 

Mr. MuturKken. I am afraid that that is very true. 

Mr. Lanprum. Now, you refer to the busy season as opposed to the 
slack s season. During the busy season or during any other season of 
the year, is your parts man or mec ‘haniec on a straight weekly salary 
base ‘ on no overtime ? 

Mr. MutiiKken. Straight weekly or monthly. 

Mr. Lanprum. That is based on no overtime? 

Mr. Muiuiken. That is right, but with a compensating allowance 
in the slack season. 

Mr. Lanprvum. Is that parts man in this small community subject to 
call from any farmer at most any hour of the night ? 

Mr. MutirKen. If he has a telephone, he is. 

Mr. Lanprum. Do they usually come and serve the farmers’ require- 
ment for a part? 

Mr. Mu.Liiken. Congressman, as long as you have a restricted clien- 
tele as we do, you have to take « are of them and they do it. 

Mr. Lanprum. Do your parts men go to the farms when necessary 
to install the repairs and make the necessary alterations to keep the 
equipment moving? 

Mr. Muturken. Definitely. That is particularly true of harvesting 
equipment. 

Mr. Lanprum. Would it be possible for them to do it within a pre- 
scribed 8-hour schedule ? 

Mr. MuuurKen. We have never been able to figure out how to do 
that. 

Mr. Lanprum. Do you know any farmer in the country who regu- 
lates his work hours from 8 to 42 

Mr. Mutiiken. Not to my knowledge, sir. 

Mr. Lanprum. Do you have any figures to show how much the cost 
of a tractor or a piece of harvesting equipment has increased in the 
last 5 years to the farmer? 

Mr. MuuuiKen. I do not have those figures with me, sir. There 
have been some increases over the last decade or even in a shorter 
period of time, due to increased operating costs on the part of the 
manufacturer for his raw materials and component parts and labor. 

Mr. Lanprum. To get back for just a moment to your work schedule 
for repairmen and your parts men; during the slack season are they 
paid the same money that they are paid during the rush season? 

Mr. MuirKen. Yes, sir. 

Mr. Lanprum. Do many of them participate in bonuses at the end of 
a certain period of the year? 

Mr. Mutirken. We have reason to believe, sir, based upon the 
information that comes to our office that the a majority of them 

do participate in the earnings of the businesses in addition to fringe 
benefits that are customary and traditional in all employment today. 
The ‘y do have bonuses that are normally computed upon the profits 
of the business. 

Mr. Lanprum. To get over to the part of the statement that Mr. 
(roes made, in your remarks, I noted that you used several times the 
term “impossible.” I am not inclined to agree with the use of that 
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term. I do not believe that you people first are not resourceful enough 
to finally come up with a solution of some way to carry on your business 
regardless of whether or not this is extended to you. You are going 
to keep your records, you are going to continue to do business, but 
when you are forced to do this, the thing that I think you fear is that 
the additional cost that is going to be put upon you must inevitably be 
absorbed by the man plowing the soil; is that right? 

Mr. Gors. That is right. 

Mr. Lanprum. When we transfer that additional cost to the man 
that is plowing the soil, he is the man that we are beginning to squeeze 
out of business and not you; is that right ? 

Mr. Goes. That is right. 

Mr. Lanprum. And you will not go out of business until he goes 
out of business. 

Mr. Gors. That is right. 

Mr. Lanprum. When the farmer goes out of business, just about 
everything else in America goes out of business. 

Mr. Gors. That is my conception, sir. 

Mr. Lanprum. Your organization, you testified, represents mem- 
bership from all the 48 States of this Union. 

Mr. Gors. That is right. 

Mr. Lanprum. You represent what is probably the most vital 
element of our economy, the agricultural producers, the farmers; is 
that right? 

Mr. Gors. We feel so, sir. 

Mr. Lanprum. Do you know any particular segment of farmers who 
have, during the last 6 years, enjoyed any particular prosperity ? 

Mr. Gors. I do not, sir. 

Mr. Lanprum. Is it not true that statistics will show that farm 
purchasing power has decreased more in the last 6 years than any other 
segment of our economy ? 

Mr. Gors. That is right. Could I cite one example, sir, that just 
happened recently ? 

In my particular State of Michigan, we have dairy cattle and while 
prices have been increasing the milk price went down in the last 60 
days. 

Mr. Lanprum. Let us look then, for just a moment to the multiple 
phases of your business that would be affected by the legislation pro- 
posed. It is possible that in your town with a single unit that you 
might be exempt and be able to meet the demands of the farmer with- 
out coming under the Fair Labor Standards Act, whereas a man 
across the street with more than one unit or with multiple listings 
might be in the position of having to comply with the act and being 
forced out of business completely because he could not meet competi- 
tion from you, is that right. 

Mr. Goes. That is right. 

Mr. Lanprvum. Is it not true that the farmer as much or probably 
more than any other individual is going to the place where he can get 
the most for his money ? 

Mr. Goes. I believe so. 

Mr. Lanprum. He has more time to look for a bargain than many 
of us have. 

Mr. Goes. That is right. 
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Mr. Lanprum. Not only that, but he is forced to look for it because 
his purchasing power is being reduced every time we make a move in 
the legislative field. 

Mr. Gors. That is right. 

Mr. Lanprum. That is all I have, Mr. Chairman. 

Mr. Keviey. Mr. Holt. 

Mr. Hour. I have no questions, Mr. Goes. I understand you are 
from Congressman Bentley’s district. 

Mr. Goes. Right, sir. 

Mr. Hour. He spoke to me about you. I had a chance to read 
your testimony yesterday and I find it very good and helpful and 
want to thank you for coming up to testify before us. 

Mr. Gors. Thank you, sir. 

Mr. Keniry. Mr. Ayres? 

Mr. Ayres. I have no questions. 

Mr. Keiiey. Mr. Griffin ¢ 

Mr. Grirrry. I am from Traverse City, so as a Michigander I would 
like to welcome you to our hearing room. I have read your testimony. 
I think Mr. Landrum has brought out most of the points that I had 
written down here so that I will not take time for questioning. 

Mr. Gors. Thank you, sir. 

Mr. Keiiey. We thank you very much, Mr. Mulliken and Mr. Goes. 

Mr. Muturken. Thank you very much for the opportunity to be 
heard. 

Mr. Ketiry. We are glad to have you. We are glad to hear your 
story. 


Mr. McCargo. 


STATEMENT OF WADE G. McCARGO; ACCOMPANIED BY JOHN C., 
HAZEN, LEGISLATIVE REPRESENTATIVE, NATIONAL RETAIL 
DRY GOODS ASSOCIATION 


Mr. Ketizy. Mr. McCargo, if you will take the witness chair and 
identify yourself, we will try it again. I believe you were here the 
other day and we missed you. 

Mr. McCaroo. Yes, sir, I was. 

Mr. Kewiey. I am sorry that we had to do that, but circumstances 
prevented us from doing anything else. 

Mr. McCarco. I saw your situation, sir, and recognized and under- 
stood it. 

Mr. Chairman and gentlemen of the committee, my name is Wade G,. 
McCargo. I am president of the McCargo-Baldwin Co., a small de- 
partment store located in Richmond, Va. I appear before you on 
behalf of the National Retail Dry Goods Association, of which I am 
a member and a former president. The association is a voluntary 
trade association whose members operate some 8,100 retail department 
and specialty stores large and small—located in every State in the 
Union. 

The purpose of my appearance before you today is to set forth the 
association’s position on proposed amendments to the Fair Labor 
Standards Act of 1938, as amended which directly affect the interests 
of the association’s members. 
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Mr. Chairman and gentlemen, if I may, I should like to file this 
brief of mine with you rather than to read this completely. Then I 
have a few supplementary remarks that I would like to make as a 
small retailer. I am making these on my own behalf. 

Mr. Ketiry. That may be done. 

(The brief referred to follows :) 


STATEMENT OF WADE G. McCareGo, NATIONAL RETAIL Dry Goops ASSOCIATION ON 
THE FAIR LABOR STANDARDS ACT 


My name is Wade G. McCargo. I am president of McCargo-Baldwin Co., a 
small department store located in Richmond, Va. I appear before you on behalf 
of the National Retail Dry Goods Association, of which I am a member and a 
former president. The association is a voluntary trade association whose 
members operate some 8,100 retail department and specialty stores large and 
small—located in every State of the Union. 

The purpose of my appearance before you today is to set forth the association’s 
position on proposed amendments to the Fair Labor Standards Act of 1938, as 
amended which directly affect the interests of the association’s members. 

As you know, retailing is, and has been since the act was first passed, exempt 
from its wage-and-hour provisions. Bills are now before Congress which, if 
enacted, would remove this exemption completely and for all practical purposes 
place all retail and service establishments under the act; or would divide the 
industry on the basis of annual sales volume and/or units operated, so as to 
encompass certain segments of the industry within the coverage of the act and 
leave the remaining segments exempt. These bills also propose an increase in 
the present minimum hourly wage ranging from $1.25 to $1.50. 

The association strongly opposes any legislation designed to eliminate the 
present retail exemption, or to amend the exemption, so as to extend the act to 
certain segments of the industry on the basis of annual sales volume, the number 
of units operated or by any other arbitrary classification. 

In essence, the association supports complete retention of the retail exemption 
in its present form. 

In initially legislating on this problem, Congress did not intend—and so 
stated clearly—to apply national wage-and-hour controls to localized and bas- 
ically intrastate business such as retail stores and service establishments. To 
make certain that its intent was carried out, Congress purposely and deliberately 
wrote a retail exemption into the act. 

Regardless of the size, or sales volume, or character of its ownership, the 
individual store is as essentially a local enterprise today as in 1938. It caters 
to the people within its own particular local shopping area. It has no other 
function except to serve customer needs within a limited trading area. Its 
business hours—unlike those in industry—are dictated and controlled by the 
shopping requirements of its customers. 

The basic purpose of the Federal minimum-wage law as enacted, is to eliminate 
substandard labor conditions in concerns engaged in interstate commerce or in 
the production of goods for interstate commerce, in the interest of the general 
public. It is to prevent one manufacturer from obtaining an undue competitive 
advantage over another through the exploitation of his workers. It is to safe- 
guard our economy against the monopolistic control and resultant curtailed flow 
of goods in commerce particularly in industries where the number of producers 
or prospective producers are limited by capital requirements. 

Congress felt it necessary to impose such controls because the States them- 
selves could not cope with the problem effectively on a national front. But 
any danger of monopolistic practices arising from variations in local wage 
rates in the retail and service trades with more than 2% million outlets across 
the country is difficult to conceive. The price at which a merchant in Oregon, 
under his competitive wage scales, sells a pair of shoes, has little effect upon 
the local merchant in Massachusetts or upon his customers. The recruitment of 
retail employees, the hours they work, the wages paid to them and the prices 
at which the store sells its goods are all subject to keen local competition. 

Therefore, if and where circumstances make it desirable or necessary to have 
legislation establishing reasonable maximum hours of employment and minimum 
wages for the retail industry, such legislation should be within the province of 
the States and not the Congress of the United States. 
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This has consistently been the position of our. association. We believe the 
imposition of a Federal minimum wage on such localized businesses as retailing 
is unsound. It is an encroachment upon the rights of States to regulate their 
own internal affairs. 

Currently 33 States and Territories have minimum-wage legislation. In 
almost three-fourths of these States and Territories, special minimum-wage 
regulations, tailored to the character and needs of retailing and its employees, 
now exist. The variations in hours of work, in minimum wages imposed, and 
employment opportunities for students and beginners reflect the localized char- 
acter of retailing and the variations of needs and controls considered appro- 
priate to maintain fair working standards. Seven states, within the past year, 
have increased their retail minimums to meet current conditions, others are in 
the process of doing so. We believe that this clearly demonstrates the ability 
as well as the inclination of these States to regulate intrastate and local business 
as and when action is needed. 

Those jurisdictions which have refused to adopt any minimum wage and 
hour laws applicable to retailing have obviously deemed the imposition of such 
minimums unnecessary. Certainly no one can challenge the “expertness” of 
the citizens of a particular area in evaluating the conditions under which they 
live and work. If improvements were deemed of paramount necessity by a 
majority of the citizens certainly they, acting through the democratic process, 
would have secured enactment of minimums. 

To remove the retail exemption and apply a uniform standard to retailing, 
would, in effect, substitute the judgment of a central authority, not only as to 
varying conditions in the 48 States, but to varying conditions in many parts of 
the same State, for the judgment of each individual State as to its own condi- 
tions. The important thing to an employee is how much it costs to maintain 
fair living standards in his community in relation to how much he earns. Con- 
sequently, a State or local minimum wage has more significance than a national 
minimum. The wide variation and in fact the absence of minimum-wage regula- 
tions in some of the States clearly demonstrates this fact and further sub- 
stantiates the validity of the retail exemption. 

The imposition of a Federal retail minimum would constitute a direct encroach- 
ment not only on the right of the States to regulate their own affairs, but a direct 
attack upon the wisdom and judgment of the citizens and workers of these areas, 
as to the need for such regulation. 


INFLATIONARY ASPECTS 


All of us have become increasingly aware of the ominous threat of inflation to 
our current economic prosperity. President Eisenhower’s recent pleas to both 
management and labor for the exercise of restraint in wage and price increases 
without equivalent increases in productivity should be borne in mind. The in- 
flationary aspect of an increased or extended Federal minimum wage must be 
carefully examined, especially at this juncture of our economic development. I 
am sure that each of you will agree that any legislative action at this time, 
which possesses the slightest possibility of contributing to the present infla- 
tionary trend, may well have a disastrous effect on our economy for many years 
to come. 

The imposition of a Federal minimum wage affects not only marginal workers 
earning less than the minimum, but all workers, if existing wage differentials 
are to be maintained. Under sound personnel administration, an employer 
eannot raise the wage floor for the minimum skilled employee, without making 
comparable adjustments up the line for higher skilled and more experienced 
workers. Thus, the entire payroll must be adjusted upward, if a sound wage 
structure, as well as good employee morale, are to be maintained. This is 
especially true in a personalized service business such as retailing. 

Legislated wage increases ignore the basic economic principle that a true wage 
increase results only from increased productivity and efficiency on the part of 
employees. Such increases are of value to the employer and make possible a 
wage raise justified by increase of productivity. 

Legislated wage increases are not accompanied automatically by productivity 
increases and therefore represent nothing more than added costs for the em- 
ployer to assume. This added cost cannot be absorbed under existing retail 
margins without wiping away the profits of many stores and confronting others 
with serious operating losses. The division of research of the Harvard Busi- 
ness School annually reports significant figures on department and specialty 
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store operations. Figures for 1955 show a net gain after taxes for all depart- 
ment stores of 2.85 percent. It was less for smaller stores doing under a million 
dollars annual sales volume. In order to maintain existing profits or remain 
in business at all, retailers will be forced to choose between several alternative 
courses of action, each of which must inevitably have a harmful effect on the 
public as a whole. 

If competition permits, the retailer can raise the price of his goods to the 
consumer. This precipitates an inflationary effect, which not only nullifies the 
increase in purchasing power of those receiving the increased wages, but also 
decreases the purchasing power of the public as a whole, a large segment of 
which is not covered by the act, nor intended to be covered. 

If competition prohibits a price increase, the retailer will be forced to cut 
operating expenses by a reduction of personnel. The personnel reduction would, 
in most instances affect those employees with the lowest rate of productivity, 
since it would be uneconomical to increase the wages of these employees to the 
minimum required by the law, while on the other hand, the retailer must attempt 
to compensate the personnel reduction by retaining those employees with the 
highest rate of productivity. Included in this low productivity group are handi- 
capped workers, elderly workers, students, and beginning employees. Many of 
these employees lack the requisite skill for, or are physically unable to work in, 
manufacturing industries and loss of employment in the retail trade would 
therefore constitute great hardship. In effect, that segment of employees in- 
tended to receive the maximum benefit from a legislated minimum, may actually 
suffer the most harm as a result of loss of employment. Further, because of 
fluctuating and uncontrollable shopping habits of customers, stores also would 
find it necessary to reduce full-time employees to a short-hour basis for the 
busiest periods. Although such employees would receive the minimum hourly 
rate their weekly earnings would be reduced. The extension of the Federal 
minimum wage to retailing, therefore, carries the risk of precipitating two 
dreaded consequences—inflation and unemployment, in whole or part. 





PARTIAL COVERAGE 


Proposals to divide the retail and service industries on the wage and hour 
issue by placing some under the Tederal act, while exempting others are both 
discriminatory and unsound. Such proposals have been made many times 
before, but Congress wisely has seen fit to reject them. They are merely piece- 
meal or “foot-in-the-door” approaches designed to extend Federal controls in 
areas which properly rest with the States. 

They are based upon the assumption that size alone, whether measured by 
sales or number of units operated, represents ability and obligation to pay. 
They disregard the basic characteristics and competitive nature of retailing. 
No division of the industry, whether imposed on the basis of sales volume, 
number of units maintained, or type of ownership, can be effected without 
creating most serious inequities. Aside from the principles involved such an 
approach would impose insurmountable administrative and enforcement prob- 
lems. It is axiomatic that laws should not stand if they cannot be enforced. 

Any such division of the trade would not only discriminate against the larger 
employer, but seriously injure the smaller employer, intended to be exempt. The 
small employer must compete in the same labor market as the larger store. He 
must be competitive both as to hours of work and wages offered to obtain the 
qualified help he needs. If he is not, the more skilled or productive worker 
will seek the higher-paying job and the little employer will attract only sub- 
standard employees. Such division of retailing would have the effect of making 
larger stores larger and eliminating a great many smaller retailers. 


ADMINISTRATIVE PROBLEMS 


Aside from the serious impact of the basic Federal minimum rate and its over- 
time provisions, the administrative problems posed in complying with the act 
would be equally burdensome and actually unworkable for retailers. Salary 
requirements and job restrictions placed upon executive and supervisory per- 
sonnel under existing regulations would seriously impair efficient management 
and increase operating costs. While such existing “white collar regulations” 
may be workable in industry, they are totally unrealistic and impracticable for 
retailing. The tremendous recordkeeping involved, particularly in computing 
overtime pay would be extremely burdensome and costly to the retailer. The 
many unique forms of compensation utilized in retailing would require a special 
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computation for each employee compensated on other than a straight salary 
for each week in which there was overtime beyond 40 hours a week. This is 
in addition to the other recordkeeping requirements under the act which, in 
themselves, exceed normal business needs. Consequently, compliance with the 
act and the administrative regulations thereunder would be difficult for the most 
conscientious retailer. 

INCREASED GOVERNMENT COSTS 


Extension of coverage would necessarily increase the cost of operating the 
Department of Labor’s Wage and Hour Division whose major activity is entorce- 
ment of the provisions of the Fair Labor Standards Act. If coverage is extended 
to millions of additional employees, as is now proposed, even a token enforcement 
of the act will require thousands of additional Government employees and in- 
crease the annual operating expenses of the Wage and Hour Division by several 
millions of dollars. It is extremely doubtful that adequate enforcement of the 
act can ever be achieved regardless of the number of employees added to the 
staff of the Wage and Hour Division. Inadequate enforcement of the act would 
be unjust and discriminatory to the honest retailer who conscientiously attempts 
to comply with the act. 

PENDING RETAIL WAGE SURVEY 


During the last session of Congress, an appropriation of $150,000 was made 
to the Bureau of Labor Statistics for the conduct of a comprehensive survey of 
wages and hours in the retail industry. The survey was authorized by Congress 
to provide an impartial and accurate factual picture of prevailing hourly rates 
of pay related to hours of work in retailing, to serve as a guide in determining 
the need for and practicality of extension of the Fair Labor Standards Act to 
retailing. This survey is designed to show the true wage structure of retailing 
as a whole and of its major segments classified on a regional basis and by size 
of communities, 

The National Retail Dry Goods Association has urged its members to fully 
cooperate in the survey by providing all wage information requested by the 
Bureau. Representatives of the association have consulted on numerous oc- 
easions with Bureau officials at their request, in an effort to facilitate the collec- 
tion of data. 

We have urged the full cooperation and participation of our members for the 
reason that we are fully confident that the results of the survey, when released, 
will clearly indicate that Federal legislation, imposing a single national rate is 
unwarranted and impractical and is not needed to protect retail employees. We 
believe it will further demonstrate that when controls are needed they are most 
appropriately applied on a State rather than Federal basis. 

The survey, when completed, will be the first and most comprehensive survey of 
hourly earnings in the entire retail trade that has ever been undertaken. It will 
include all lines of retail business, except eating and drinking establishments, 
and will indicate the earnings of more than 6 million part-time and full-time re- 
tail trade employees throughout the Nation. 

We do not believe that Congress can truly and accurately evaluate the need 
for or impact of extending coverage to retailing until the results of this retail 
wage survey are known and it should not attempt to legislate until such facts 
are available for all interested parties to appraise. 

CONCLUSION 

We, therefore, oppose the application of Federal wage-and-hour controls to 
retailing. We assert again that the determination of the need, if any, for wage 
legislation for localized businesses such as retailing and service trades should 
be left to legislators within the States. The rights of States to regulate busi- 
nesses within their borders should not be preempted by the Federal Government. 
We emphatically urge, therefore, that the present exemption from the wage and 
hour provisions of the Fair Labor Standards Act for the retail and service trades 
should be retained. 

Mr. McCareoo. I first of all want it understood that I am not a 
specialist. I am not a lawyer. I do not know anything about the 
legal phase of this. I am not a labor expert. I am a retailer who 
has been working since he was 12 years old and I now own the busi- 
ness that I went to work in at $2 a week in 1912, so that I know a 
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little something about the problems and working of a small depart- 
ment store. 

One of the things that I would like very much to have understood 
is that the retail stores of America are not appearing before you 
gentlemen to ask favored treatment at the expense of other segments 
of our economy. We do wish to point out to you, however, that a 
retail store is a different kind of operation from manufacturing and 
and that if we are subjected to the same rigid wage-and-hour controls 
great hardship will be experienced and in some cases smaller retailers 
will be driven out of business. 

In retailing many forms of compensation are made to our em- 
ployees that are not made in most lines of manufacturing. 

Employe dise ounts woul | be one ex: umple. These dise ounts r: ange 
all the way from 10 percent on their purchases to 25 pe recent off of the 
regular retail price of the merchandise they purchase. These dis- 
counts are allowed to all employees for themselves and members of 
their immediate family. This accounts for several dollars’ weekly ad- 
ditional income that is not counted as wages but is nevertheless an ad- 
vantage to the employee. Most retail employees work on some plan 
of quo ta or commission. Many of these employees pre fer to work 
more than 40 hours per week in order to be on the floor at the busy 
period. These commissions range all the way from 5 to 10 percent. 
If retail stores are forced to operate under a Federal wage-control 
act many excellent sales people are going to be penalized to give the 
minimum to less efficie1 it employees. 

There are some commission sa lespeople working in department 
stores in our country that draw from $10,000 to $15,000 per year. 
Therefore, I do believe you will agree that retailing is not a low paid 
industry. 


The retailer believes himself to be the purchasing agent for his 
customer and we h: ive ( consistent by refused to become the distributing 
agent for what the manufacturer makes. Through the years we have 
led the way in trying to provide our customers with the kind of mer 
chandise they want at the lowest possible price. Tl rough the years 
and at this present critical stage in our ntry’s economy we are 
usin’ every means at our disposal to pine or our customers’ wants 
at the very minimum price. In many cases, and I can certainly say 
in our own case, we are finding it almost widespread through our 
store that we aa absorbing price 1 ‘reases passed on To us by manu 
facturers Al id t 11S iney claim is hecanse thev have had to pay addi 
tional wages. Thi already seriously hazarding our small net profit 


after taxes. 

The average net profit after taxes during 1955 was 2.85 percent on 
each dollar sold. That is the Harvard Business Report. In 1956 
it will more than likely show a smaller profit due to intensive compe 
tition in the retail business. 

Retailing is not able to absorb additional amounts of expenses im 
posed upon it in the rigid manner proposed in the legislation under 
study because the smaller retailer is nowhere near as well off as even 
this small net profit figure indicates. He has had a still further 
squeeze on his net profits. 

The smaller retailer faces the difficulty of being forced to have 
enough people to cover the floor and yet many stores have one peak 
selling day during the week when they are forced to bring in part 
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time people to wait on customers promptly or they will walk out. 
During the dull periods of the week our salespeople are not able to 
sell enough to earn the pay they are already getting. 

The retailer is unable to schedule his customers’ shopping habits 
and unlike the manufacturer, is unable to plan a certain amount of 
work for each employee. 

This results in higher selling costs per employee and it is a situa- 
tion over which the retailer has very little control. 

Now, I should like to speak as one small retailer to tell you of the 
very grave threat to his very existence that the smaller independent 
retailer faces today. 

In the purchase of many nationally known branded lines we are 
being forced to pay a higher price at wholesale than the retail price 
at which these same items are being sold in the discount stores. This 
results from lower prices being given to this form of retailing and 
today the smaller store is seriously suffering from this discrimination. 
This kind of competition is happening in an ever-increasing number 
of lines and if it continues there will be even greater increase than 
there is presently in the failures among the smaller independent re- 
tailers of America which, I am sure you will agree, has already reached 
a very sizable rate. 

In order to get competent employees we have to pay as much and 
in some instances more than the larger stores and yet the traffic in 
our store is so much less that it runs our selling costs to very high 
figures. It costs us much more to borrow money. To be exact, it 
costs us more than twice as much as it did 8 years ago to borrow money. 
This cost runs higher to the smaller store or smaller merchant than 
it does to larger businesses. 

The new shopping centers that are going up all over the country 
cost the smaller independent retailer 2 or 3 times the guaranteed rent 
that is paid by larger nationwide businesses. 

This makes it so that in most cases the independent store has a 
very great difficulty in opening a branch in one of these shopping 
centers. It would help him a great deal if he were able to do so. 

Advertising space is at an alltime high in the newspapers, and the 
smaller independent retailer has so far been unable to get together 
with his neighbors and run a cooperative ad giving the names of 
each of these retailers, unless he pays a still higher rate and is charged 
at the national rate for his ad. Therefore, he is at a very serious dis- 
advantage there. 

In conclusion, I should like to lay before you gentlemen the plight 
of the smaller retail businessman in our present fierce competitive 
economy. We are not asking for favors but we do want to have you 
understand that additional legislation, whether it is aimed at us or 
not, will definitely affect us and cause an already burdensome situa- 
tion to become unbearable in many instances. I wish to say person- 
ally that I believe we should not have a Federal wage-and-hour law 
enacted but that we should be given an opportunity to operate in a 
free economy in the manner that will enable us to continue to serve 
our customers and still be able to make a living and remain in business. 

[ should be very happy to try to answer any questions that you might 
have, gentlemen. | 
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Mr. Ketitey. Mr. McCargo, you mentioned in your formal state- 
ment something about increase of minimum hourly wages to $1.25 
and $1.50. We are not considering anything above a dollar now. 

Mr. McCarco. I understand that, but it was 7: 5 cents, you know, sir, 
and it is now a dollar, and it has been proposed by the labor unions 
throughout the country to have it $1.25 and on up. 

Mr. Ketter. What is the average va ly wage of the employees in 
your organization ? 

Mr. McCarco. In my own — 

Mr. Ketiry. Either that or in your organization. Are you speak- 
ing only for your own store or are you speaking for the Retail Dry 
Goods Association ? 

Mr. McCarco. You want to know the average wages in our own 
store ? 

Mr. Kerry. Yes. 

Mr. McCareo. It would run above a dollar an hour. 

Mr. Ketter. It would ? 

Mr. McCaroo. Yes sir. 

Mr. Ketter. How many hours a week do your employees work? 

Mr. McCarco. Our female employees work 40 hours a week and 
they are paid overtime at regular wages if they work more than 40 
hours a week. Our men work 44 hours a week. 

Mr. Ketter. They get overtime after 44 hours? 

Mr. McCaroo. Yes. 

Mr. Ketter. Is that a State law? 

Mr. McCaroo. No, sir; that is the law of supply and demand. 

Mr. Ketiey. You are not too far out of line with what we are con- 
sidering, I believe. 

Mr. McCarcoo. This time and a half for overtime and the bookkeep- 
ing attached to it would make it so difficult. 

Mr. Ketiry. I wonder if the bookkeeping will amount to so much. 

Mr. McCareo. It will amount to a great deal if it runs true to what 
is happening to people who are now under it, because I have discussed 
this experience with a good many people. We have a zealous Govern- 
ment bureau working on this wage and hour business in enforcement 
of it and I have learned of some things that scare me to death, Con- 
gressman, as to what I know already that is taking place. 

Mr. Horr. What are the things that are scaring you to death? 

Mr. McCarco. They go out and build up cases that the businessman 
has never thought of. They go out and talk to his employees. 

Mr. Hort. Are you talking about the administrators of the wages 
and hours law ? 

Mr. McCarco. The enforcement oflicers. 

Mr. Horr. Do you have specific cases / 

Mr. McCareo. I have just heard it. 

Mr. Hour. Where have you heard it ? 

Mr. McCargo. In Richmond. 

Mr. Horr. I think that if you have any specific cases you had better 
call them to our attention. 

Mr. McCareo. I do not think they are doing anything, Congressman 
Holt, that is against the law. They are doing their job. They have a 
job to do and they are doing it. We feel that retailing, I repeat, is 
even more so than wholesaling, a specific, special work and that we just 
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cannot get our customers to come in when we would like to have them. 
Ifak eder: al minimum wage law is enacted for retailers, every retailer 

will be affected because he has to meet the competition of stores that are 
covered. 

Mr. Hour. Thank you. 

Mr. Kevviey. Mr. Landrum. 

Mr. Lanprum. You are familiar, are you, with the recommenda- 
tions made by the Secretary of Labor, Mr. Mitchell? 

Mr. McCarco. Yes, sir. 

Mr. Lanprum. Those recommendations are to extend coverage to 
those retail establishments having purchases from outside the State of 
« million dollars or more and 100 employees. 

Mr. McCareo. Yes,sir. Iam familiar with that. 

ir. Lanprum. That is generally his proposal. 

Mr. McCaroeo. Yes, sir. 

Mr. Lanprum. How many stores in your organization would be 
atfected by that ? 

Mr. McCareo. I think that Mr. Hazen might be able to answer that. 
Ife is our Washington representative. 

Mr. Hazen. Mr. Landrum, that is hard to answer specifically be- 

‘use of our 8,100 stores, about 70 percent of them do an annual volume 
of between $1 million and $2 million. 

Mr. Lanprum. You are Mr. Hazen. Whom do you represent ? 

Mr. Hazen. The National Retail Dry Goods Association. 

Mr. Lanprum. The recommendation does not go to your volume 
now. My question goes to the Secretary’s recommendation which is 
that if you have purchases in interst: - commerce aggregating $1 
million or more and 100 employees, not “or” but “and,” a combination 
of those two. I would like to know how many of your establishments 
will be affected if the Congress saw fit to extend it according to the 
Secretary’s recommendations. 

Mr. Ilazen. Mr. Congressman, we do not have an answer to that. 
We are researching the question at the present time, but do not have an 
answer. 

Mr. Lanprum. You could supply it? 

Mr. Hazen. We would be happy to, because the million dollars not 
only includes merchandise but fixtures. It represents a very, very 
difficult problem to pinpoint. 

(The information referred to appears at the close of witness’ testi- 
mony, p. 105.) 

Mr. Lanprum. I have one other question. Under the proposal or 
recommendation in the testimony of Mr. Suffridge, president of the 
Retail Clerks Union, he proposes to extend coverage to all of those 
retail establishments which have an annual gross sale of $500,000. I 
would like to know how many of your est: ablishments would come 
under the act if it were extended ac ording to those recommendations. 

Mr. McCarco. I think it would take far more than 50 perceat. 

_ Mr. Lanprum. Would you have a way of supplying us with a definite 
houre ¢ 

Mr. McCarco. We will try to get that, Congressman. 

Mr. Lanprum. I am not trying to present a difficult problem. We 
are trying to get information. 
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Mr. McCarco. Do you mean just in our own association members 
field ? 

Mr. Lanprum. You represent the retail dry goods people. 

Mr. McCarco. That is right; department stores and specialty 
stores. 

Mr. Lanprum. I would like to know how many of your membership 
would be affected by each of these two recommendations or proposals. 

Mr. McCareo. We will certainly try to get that information for you. 
I cannot give it to you. 

(The information referred to appears at the close of witness’ testi- 
mony.) 

Mr. Lanprum. That is all, Mr. Chairman. 

Mr. Ketiey. Mr. Roosevelt ? 

Mr. Roosrvet. I have no questions. 

Mr. Ketiey. Mr. Holt? 

Mr. Hour. I have several questions. I would like to know more 
about your association because when you come representing 8,100 
people you are not representing your own store in Richmond. 

Mr. McCarco. That is correct. Part of my statement represents 
the statement that I make personally as president of my store. 

Mr. Horr. Are you an officer of this association ? 

Mr. McCarco. I am a past president. 

Mr. Hort. What is the size of your store? 

Mr. McCargo. Our store does a little less than a half million dollars. 

Mr. Hott. Do you have any figures available of the volume of your 
members? That is what you have to use to get the answer to Mr. 
Landrum’s question. 

Mr. McCarco. Yes, sir. 

Mr. Hour. Are the dues on a sliding scale in your association ? 

Mr. McCareo. Yes, sir. 

Mr. Horr. How did your association arrive at this statement that 
you filed on behalf of your association here? Do you have local 
conventions? 

Mr. McCarco. We have had local meetings on it and discussions 
umong our stores of various sizes. We have a smaller stores division 
of the National Retail Dry Goods Association. 

Mr. Horr. It is very important to us. When we are dealing with 
millions of people, as both of these pieces of legislation deal, I am 
very anxious to know with whom we are dealing and whom people 
represent when they testify before us. 

Mr. McCareo. Congressman Holt, it might be interesting to know 
that Sears, Roebuck is one of our members. They do the largest 
business in the world. Then we have members and officers of the 
National Retail Dry Goods Association that do around $50,000 a 
year total business. Now, more than half of our membership con- 
sists of stores that will do less than $214 million a year. A great many 
of those do less than a half million dollars. 

Mr. Hour. And the dues are on a sliding scale by volume? 

Mr. McCarco. Yes, sir. 

Mr. Hott. How many of your membership have employees union- 
ized. 

Mr. McCarco. A very small percentage of them, but that is 
erowing. 


FAIR LABOR STANDARDS ACT 401 


Mr. Hour. You do not have those figures ? 

Mr. McCarco. No, sir. 

Mr. Ilour. What is the average employee discount given by your 
membership ? 

Mr. McCareo. I would say it would average 15 percent. It runs 
from 10 percent and there are some stores that go as much as 30 
percent. We said 10 to 25 percent. 

Mr. Hour. To what percent of your membership does that apply? 

Mr. McCareo. I do not know of any store to which it does not 
apply. I did not know of any retail store that does not give its em- 
ployees discounts. 

Mr. Hour. The smaller ones do also. 

Mr. McCarco. Yes, and in some cases the smaller ones where they 
have only 1 or 2 employees let them have goods at just about what it 
costs them wholesale. 

Mr. Hour. What is the average wage of your employees represented 
by these 8,100 establishments ? 

Mr. McCareo. I do not have those figures. 

Mr. Hazen. I do not have the figures with me. 

Mr. Horr. I would appreciate receiving them. 

Mr. McCareo. I have my own. 

Mr. Hour. I would be interested in those, but I am also interested 
in the other 47 States. 

Mr. McCareo. Yes, sir. One of the things not taken into considera- 
tion so often in dealing with retail compensation is the fact that almost 
every sales person and even those people who are not engaged directly 
in selling participate in some form of commission or bonus. 

Mr. Hoxtr. Yes; but I have to have before me as you can see, Mr. 
McCargo, just what they are and where they are so that we can see 
what people are being paid by the people you are representing. You 
are representing 8,100 people and the crux of the thing is what are 
the employees paid, of what do the commissions consist? ‘That is the 
crux of the whole story. I understand your situation. I know you 
have enough problems running a store over in Virginia and the 
nicest thing the Federal Government could do for you would be per- 
haps to leave you alone and perhaps repeal a law a day to leave you 
alone further; but I want this whole story. 

Mr. McCarco. I understand. We will try to give it to you. 

Mr. Hour. You brought up this retail wage survey in which your 
organization, I understand, participated. 

Mr. McCaroo. Yes, sir. 

Mr. Horr. Is it the position of your organization that action 
should not be taken by this committee until that survey is available ¢ 

Mr. McCareo. Yes, sir. 

Mr. Horr. What is the average number of employees of your 
membership? Do you have a breakdown of that? 

Mr. McCareo. We will supply that to you with the other infor- 
mation that you want, sir. 

(The information referred to appears at the close of witness’ testi- 
mony, p. 405.) 

Mr. Horr. Do you have various State organizations in your asso- 
ciation? Do you have State heads? 
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Mr. McCarco. No, sir. We have a national association and co- 
operate with the State and city associations. In fact, the associations 
meet at the same time but independe sntly. We give the ‘m cooperation 
and give them information that they desire but other than that we 
are not connected in any way. 

Mr. Hour. I want to thank you very much for coming here today. 
I am glad to see that you keep such good company from Virginia as 
Governor Tuck, who served at one time in the Marines 

Mr. McCargo. We think very highly of Governor Tue k in Virginia. 

Mr. Keuiry. Mr. Ayres? 

Mr. Ayres. You represent the Retail Dry Goods Association, but 
is that not a pretty broad term? You sell a lot more than dry 
goods, do you? 

Mr. McCareo. That is rather an obsolete term, Mr. Ayres. The 
organization that I re present covers department stores, ¢ hain stores, 
and specialty stores. Some of them, most of them, do not carry 
piece goods as we know dry goods to be, at all. 

Mr. Horr. Then the commission salesmen that make up to the 
$15,000 a year to which you referred would be employed where ? 

Mr. McCarco. He would be in a furniture department or an ap 
pliance department of a large department store. 

Mr. Ayres. Is it not true that a very, very small percentage of the 
employees in a retail establishment ever hit the $15,000 mi ark / 

Mr. McCareo. Yes, sir. That would | {t would 
not be true of executives. 

Mr. Ayres. We are not talking about executives here. Because 
there are some people who make $15,000, you say, “Therefore, I do 
believe you would agree that retailing is not a low-paid industry.’ 

Mr. McCarco. I made that statement because we are not coming 
and asking for special treatment to allow a low-wage industry to keep 
a position at the expense of the other segments of the industry. We 
believe we carry our weight and we are paying a competitive wage. 

Mr. Ayres. But in the industry as a whole for those employees 
who are classified as hourly clerks there are a number of them making 
less than the minimum wage throughout the country now. 

Mr. McCarco. I would say that in a few areas that would be true. 
It certainly is not true in my own city and any city of similar size. 

Mr. Ayres. Do you think it is true in smaller communities in 
Virginia ‘ 

Mr. McCarco. It might be true in smaller communities 

Mr. Ayres. As a whole, however, the wage that is eit for the 
clerk is based on the wage paid for comparable work in other indus 
tries in that community. 

Mr. McCarco. Yes. You see, Congressman. it is something that so 
many people overlook. We have peaks and very deep valleys in the 
retail business. We try to cut down on the number of salespeople 
that we have on the floor. We have the problem of shoplifting which 
in my own store amounted to almost 2 percent of our sales last year. 

Mr. Avres. Do you mean that people in Virginia would do that 

Mr. McCareo. Maybe they came from adjoining States, but an 
way we lost the eoods just the same. We have to have a coverage In 
our store and in my own store now it is costing us almost 10 percent 
for our selling help because of the fact that we have, for instance, in 
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our section of Richmond, which is not the main downtown area, a 
Saturday business. We are open 12 hours on Saturday. Our people 
do not work 12 hours, but we are open 12 hours on Saturday. We 
will do more dollars’ worth of business on Saturday than we do on 
Monday, Tuesday, and Wednesday combined, but we have to have 
people to cover for lunch hours and the other times which makes our 
selling costs go up. 

That is true of practically every smaller store throughout the 
United States. 

Mr. Ayres. Let us get that shoplifting figure again. I think that 
is significant. What percentage on your volume of sales was that ? 

Mr. McCarao. Nearly 2 percent of our merchandise last year. 
Shoplifting is becoming a very serious factor in the retail business 
today. 

Mr. Ayres. Is that pure thievery or is it shrinkage in your in- 
ventory ¢ 

Mr. McCarco. We do not know. I wish we did. We would cor- 
rect it if it was. 

Mr. Ayres. You cannot actually say that you los’ 2 percent of 
vour merchandise by somebody picking it up and walking out of the 
store with it. 

Mr. McCarco. We say that we are losing nearly 2 percent of our 
merchandise either by disappearance or by shoplifting 

Mr. Ayres. As I say, is it shrinkage ? 

Mr. McCaroo. We have found from time to time that a salesperson 
does not know the difference between our money and his monev 

Mr. Ayres. Suppose you have a book inventory of $250,000 worth 
of merchandise. After having actually taken a physical inventory 
you only have $240,000, so that you figure that $10,000 has disap 
peared and you think that a large percentage is due to aepbidng 
Am I right? 

Mr. McCareo. I can give you an exact figure. I think we did 
$498,000 last year and had in excess of an $8,000 shortage in our 
inventory and I would say that a large part of this is due to shop- 
lifting. 

Mr. Ayres. That is all I have. 

Mr. Lanprum (presiding). Mr. Griffin, do vou have questions / 

Mr. Grurrin. No. 

Mr. Lanprum Mr. Roosevelt ? 

Mr. Roosrverr. I have a few questions. On page 2 I note that 
you say that 2.85 percent is the average net profit after taxes. That 
is based on sales; is it ae ? 

Mr. McCargo. Yes, si 

Mr. Roosreverr. Have you any figures that would give us the net 
profit based upon investment 4 

Mr. McCarco. No, sir. I do not have those figures. <All of our 
accounting is based on sales, but I would like to say, Mr. Roosevelt, 
that I would like very much to settle for that for last year’s figures. 

Mr. Roosrvetr. I am interested, also, at the bottom of that page, 
in your comments about the competition that you are now receiving 
from what I _— call cutrate store competition. Does that come 
about from the fact that the manufacturer is willing to sell to these 
other outfits at a lower price than he is to the retail outlet 
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Mr. McCargo. Mr. Roosevelt, I know of your interest in small 
business. 

Mr. Roosrvetr. Yes, sir. I am interested in H. R. 11. 

Mr. McCarco. I believe most every gentleman here is interested in 
maintaining our smaller independent businesses. I think it would 
be a sad day if they disappeared from our economy. We are being 
required, if we buy the goods on many national branded lines, par- 
ticularly in the appliance field, to actually pay more at wholesale than 
the discount stores are selling the merchandise for today. Just within 
the last 2 weeks I have discussed the possibility of getting our smaller 
retailers together and making a lump purchase of these articles to try 
in some way to reach the quantities so that we could compete in buy- 
ing with the discount stores and we were turned down on it. 

Mr. Roosrvetr. On the discount stores, do they buy in such quan- 
tity? Is that the reason that they are able to get this low whole- 
sale price? 

Mr. McCareo. Mr. Roosevelt, I wish I knew. I have been in the 
retail business for 44 years. I do not fear Sears, Roebuck or Mont- 
gomery Ward, Grant, Penney, or any of those people although I am a 
small retailer. I have found them to be fair and fine in dealing with 
the independent store. I believe they are as anxious for the inde- 
pendent store to continue to exist as we are to exist and I have never 
found a condition of predatory price cutting among the larger high- 
grade nationwide operating retail establishments. What we are hav- 
ing now is that on item after item we are being asked to pay a higher 
price than that at which we could go ourselves into the discount store 
and purchase the same article. 

Mr. Roosreve.tt. Would it be a constructive thing, there being in 
existence a committee with authorization to look into that, if the 
committee did try to find out for you so that you would know where 
the competition came from. 

Mr. McCareo. I am = aking as an independent retailer and not as 
a representative of the National Retail Dry Goods Association, if I 
may do that. It is my personal conviction that the Robinson-Pat- 
man Act is being violated all over the yard. I cannot prove it. 

Mr. Hour. Will the gentleman yield? 

Mr. Roosrvetr. Yes; I would be happy to. 

Mr. Hour. What do you suspect that these people do? Does a syn- 
dicate buy a lump amount and farm out to other discount houses? 

Mr. McCareo. I have not been able to find out. and I have surely 
tried. T have done everything I could to get at what is happening. 

Mr. Roosevetr. Mr. Chairman, I would like to make a request that 
a copy of this part of the transcript be forwarded to the chairman 
of the Small Business Committee of the House for his information. 

Mr. McCaroo. I would like to say, gentlemen, that I have served 
with the Small Business Administration and TI find them doing a 
very fine work for smaller businesses, but this is a matter that I 
do not know of anything om has touched it yet in our economy. 
You know, Mr. Roosevelt, e people have to pay rent. They hove 
to pay advertising rates ae due are not selling merchandise at less 
that they are paying for it. 

Mr. Roosrverr. I think that is exactly why I am interested 
finding out how they are able to do it. 


Mr. McCareo. Yes, sir. 
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Mr. Lanprum. Thank you, Mr. McCargo. 

Mr. McCareo. Thank you, sir. 

(Information veataated by Hon. Phil M. Landrum, a Representa- 
tive in Congress from the State of Georgia, was subsequently fur- 
nished by the witness, and follows :) 


NATIONAL RETAIL Dry Goops ASSOCIATION, 
Washington, D. C., April 2, 1957. 
Hon. Puit M. LANDRUM, 
House of Representatives, Washington, D. C. 

Dear Mr. LANDRUM: When Wade G. McCargo appeared on March 20 before 
the subcommittee of the House Education and Labor Committee, of which you 
are a member, you asked several specific questions, the answers to which were 
not readily available. I wish at this time to give you the information you 
desire. 

You asked how many of our establishments would be affected if Congress 
adopted the recommendation of Secretary Mitchell extending coverage to stores 
purchasing $1 million worth of merchandise, supplies, and equipment across the 
State line and having 100 employees. 

We estimate that a store purchasing $1 million annually of merchandise, 
for resale directly across State lines, would probably have a total annual sales 
volume of $2 million. The 1954 census of business reports that 5,995 retail 
establishments, which includes 1,014 department stores, have annual sales 
volumes of $2 million or more. 

The 1954 census of business likewise reports that 3,688 retail establishments, 
which includes 1,248 department stores, have 100 or more employees. 

Thirty-five percent of our members have annual sales volumes of $1 million 
or more, and approximately 23 percent have annual sales volumes in excess of $2 
million. 

Later in the hearings you referred to the testimony of Mr. Suffridge, president 
of the retail clerks’ union, relative to this proposal that the coverage cutoff be set 
at $500,000. You asked how many of our establishments would come under the 
act if it were extended in this manner. 

The 1954 census of business reports that 49,091 retail establishments, of which 
2,386 were department stores, have annual volumes of $500,000 or more. Fifty- 
three percent of our membership fall into this category. 

I sincerely hope that this information will be helpful to you, but, if there are 
any additional questions you might have, please feel free to call me. 

I am sending a copy of this letter to Representative Kelley, the chairman of 
the subcommittee. 

Sincerely, 
JOHN C. HAZEN, 
Vice President, Government. 


Mr. Lanprum. The next witness is Mr. Tower. 
Certainly we are glad to recognize Governor Tuck. 


STATEMENT OF WILLIAM M. TUCK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Tuck. I am pleased to have the honor and privilege of pre- 
senting to this committee Mr. Charles H. Tower, who represents the 
National Association of Radio and Television Broadcasters. He has 
with him a gentleman who resides in the district which I have the 
honor to represent on the floor of the Congress and who is from my 
hometown, Mr. John L. Cole, who opened up some years ago a small 
radio station which he is still operating. I present him to the com- 
mittee. 

Inasmuch as I have another engagement, I will have to leave them 
to your generosity. 

Mr. Lanprum. I assure the gentlemen that we are delighted to have 
them and would appreciate having you come to sit with us. 

Mr. Tuck. Thank you, but I must get on back to the office. 
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STATEMENTS OF CHARLES H. TOWER, MANAGER, EMPLOYER- 
EMPLOYEE RELATIONS DEPARTMENT; JAMES H. HULBERT, 
ASSISTANT DIRECTOR, EMPLOYER-EMPLOYEE RELATIONS DE- 
PARTMENT; HAROLD G. ROSS, LABOR ECONOMIST, NATIONAL 
ASSOCIATION OF RADIO AND TELEVISION BROADCASTERS; AND 
JOHN L. COLE, JR.. OWNER AND OPERATOR, RADIO STATION 
WHLF, SOUTH BOSTON, VA. 


Mr. Lanprum. Do I understand, Mr. Tower, that your appearance 
here is to speak primarily in the interests of an amendment and not 
principally to the bills which propose the extension of coverage. 

Mr. Tower. That is correct, sir. 

Mr. Lanprum. The amendment in which you have an interest, of 
course, affects the particular business of small broadcasters. 

Mr. Tower. Yes, sir. That is right. 

Mr. Lanprum. I just wanted to get that in the record. You may 
proceed if you have a formal statement and read it or summarize it 
in any way you propose. 

Mr. Tower. All right, sir. Thank you very much. For the rec- 
ord, if I may, my name is Charles H. Tower. I am manager of the 
employer-employee relations department of the National Association 
of Radio and Television Broadcasters. With me here today and par- 
ticipating with me in this presentation will be Mr. John Cole, gen- 
eral manager of WHLF in South Boston Va. 

Also with me here is Mr. James Hulbert of the National Association 
of Radio and Television Broadcasters, and Mr. Harold Ross of the 
National Association of Radio and Television Broadcasters. 

Congressman Landrum, we discussed this matter of presentation 
with the clerk of the committee in advance to make sure that we would 
not be transgressing procedure. What we have in mind is this: I will 
talk briefly and extemporaneously from notes in regard to the legis- 
lative history and some of the economics of the proposal which we 
are here making and then I will ask Mr. Cole to talk about small 
market broadcasting in South Boston, Va. 

Mr. Cole is not an expert on small market broadcasting throughout 
the United States. He does not have nationwide figures at his dis- 
posal or at hand. If there are questions on any of that sort of thing 
I would be happy to answer them. He can handle anything in regard 
to WHLF in South Boston, Va., which we think is a typical small 
market radio station. 

If it is acceptable to you and the other members of the committee, 
when we get to that point in the proceeding I will just ask Mr. Cole 
some questions designed to bring out the type of business which he 
operates and the type of problems which he has under the Fair Labor 
Standards Act. 

Is this acceptable ? 

Mr. Lanprum. We have no objection. I think we will be glad to 
receive your testimony in whatever fashion you choose. 

Mr. Tower. Naturally we would be happy to have questions at any 
time, or later. 

I would like to submit for the record, if I may, our formal state- 
ment entitled “The Need for Exemption of Small Market Radio and 
TV Stations from the Overtime Provisions of the Wage-Hour Act.” 
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(The statement referred to follows :) 


THE NEED FOR EXEMPTION OF SMALL MARKET RApDIO AND TV STATIONS FROM THE 
OVERTIME PROVISIONS OF THE WaAGE-Hour ACT 


A statement of the National Association of Radio and Television Broadcasters 
before the House Subcommittee on Labor Standards, March 20, 1957 


My name is Charles H. Tower. I am manager of the employer-employee re- 
lations department of the National Association of Radio and Television Broad- 
casters. The association represents radio and television stations and networks 
throughout the United States. Present membership includes 1,354 AM stations, 
298 EM stations, 320 television stations, the 4 national radio networks and the 
% national television networks. 


I, STATEMENT OF POSITION 


The National Association of Radio and Television Broadcasters urges an 
amendment to the Fair Labor Standards Act which will exempt from the over- 
time requirements of the act any employees employed by a radio or television 
station which is located in a city, town, or other political subdivision which is 
not part of a standard metropolitan area as determined by the latest available 
United States census of population prepared by the United States Bureau of the 
Census. We are not requesting exemption from the minimum wage requirement 
of the act.’ 

The effect of the proposed amendment will be to give much needed relief to 
small-market stations from the overtime provisions of the act. The proposal is, 
in our judgment, consistent with the original intent of Congress in determining 
the coverage of the act and is as a matter of equity required if small-market 
broadcasters are to be treated consistently with comparable segments of Ameri- 
can industry. 

Il, SUMMARY OF THE ARGUMENT 


Small-market broadcasters should be exempt from the overtime provision of 
the act for the following reasons: 

1. In passing the Wage-Hour Act Congress was primarily interested in ex- 
cluding from interstate commerce goods produced under substandard conditions. 

2. Local businesses not sending goods into the stream of interstate commerce 
were intended to be excluded. 

%. Small-market broadcasting is, from an economic point of view, a local 
product market industry similar to those industries which have been excluded 
from the coverage of the minimum wage and overtime provisions of the act 
and some of which, like local advertising media, are directly competitive with 
broadcasting. 

$. The operating characteristics of small-market radio and television stations 

* with their small staff, small revenues, long number of hours on the air, 
integrated work patterns, unusual compensation plans, and creative work * * * 
are such that conformity with the overtime provisions of the act is extremely 
onerous and difficult—much more difficult than in the typical local business not 
now covered. 

>. The formula proposed for exemption of small-market stations uses a 
market-size concept (stations located outside of standard metropolitan areas) 
because it recognizes that in broadcasting, as in all local product market in- 
dustries, market size is the most significant determinant of the level and struc- 
ture of revenues and costs and because it will place all stations within a market 
on the same competitive basis insofar as wage-hour regulations are concerned. 

6. The effect of the change, if it is accepted by the Congress, is unlikely to 
alter in any significant way either the levels of employment or the levels of 
compensation in small-market broadcasting. 





\ similar proposal was made on May 18, 1956, before the Senate Subcommittee on 
abor. That proposal also requested the exemption of small-market broadcasters from the 
ertime but not the minimum-wage provisions of the act (hearings before the Subcom 

tee on Labor of the Committee on Labor and Public Welfare, U. S. Senate, 84th Cong., 
lL sess., on S, G62, ete., pp. 354-386). 
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Ill, THE COVERAGE OF THE FAIR LABOR STANDARDS ACT 


1. The underlying philosophy of the coverage of the act is to exclude from the 
channels of interstate commerce goods produced under labor conditions regarded 
as substandard. 

This objective was described by Mr. Justice Stone in writing the majority 
opinion in United States v. Darby Lumber Co. (312 U. S. 100 (1941)): 

“Its purpose, as we judicially know from the declaration of policy in sec. 
2 (a) of the act, and the reports of congressional committees proposing the 
legislation, is to exclude from interstate commerce goods produced for the 
commerce and to prevent their production for interstate commerce, under con- 
ditions detrimental to the maintenance of the minimum standards of living 
necessary for health and general well-being; and to prevent the use of interstate 
commerce as the means of competition in the distribution of goods so produced, 
and as the means of spreading and perpetuating such substandard labor con- 
ditions among the workers of the several States.” 

2. To effectuate the general intent the act by its terms applies to each em- 
ployee “who is engaged in commerce or in the production of goods for commerce.” 

The phrase “engaged in commerce” as used in the act is not a generic reference, 
but rather a term of limited application. This fact has been recognized by the 
administrator in the interpretive bulletin on coveraze wherein it is stated that 
employees are “engaged in commerce” when they are performing work involving 
or related to the movement of persons or things among the several States (Part 
776—Interpretive Bulletin on the General Coverage of the Wage and Hour Pro- 
visions of the Fair Labor Standards Act of 1938, sec. 776.9, May 17, 1950). 

The meaning of the term “engaged in the production of goods for commerce” 
is relatively clear. Those working on goods for out-of-State shipment are cov- 
ered; others are not. Thus within a single plant some employees may be covered 
and some may not. 

Left untouched by the act are those engaged in activities which, while not 
directly involving commerce, are such that they affect interstate commerce, 
Kirshbaum vy. Walling (316 U. 8S. 517 (1942)). It is well recognized that Con- 
gress has the authority to regulate activities of business enterprises affecting 
commerce. The failure to do so here was deliberate. 

3. In delineating the coverage of the act it is clear that Congress did not 
intend to cover local businesses. 

Senator Hugo Black, now Mr. Justice Black of the United States Supreme 
Court, and one of the sponsors of the so-called Black-Connery bill (S. 2475) 
which set forth the basic pattern for the Fair Labor Standards Act, stated on 
July 27, 1937 on the floor of the Senate: 

“* * * T believe it was the prevailing sentiment of the committee, if not 
the unanimous sentiment of t!e committee, that businesses of a purely local 
type which serve a particular local community, and which do not send their 
products into the stream of interstate commerce, can better be regulated by the 
laws of the communities and of the States in which the business units operate.” 

In Walling vy. Jacksonville Paper Co. (317 U. 8S. 564 (1943)), the Supreme 
Court noted that “Congress in enacting this statute plainly indicated its purpose 
to leave local business to the protection of the States”. 

Certain specific exemptions are contained in the act. Some of them relate 
to employees who might otherwise be covered because they are engaged in 
commerce (like the employees of certain small telephone exchanges) or in the 
production of goods for commerce (like employees engaged in certain types 
of food processing activities). Other exemptions relate to employees who, gen- 
erally speaking, would not b® covered. Nevertheless, these latter exemptions 
were written to take care of certain unusual situations. In this second category 
of exemptions are retail and service establishments and small newspapers. The 
fact that specific exemptions were written for these two groups—as for some 
others—does not mean 

(a) that without these exemptions all employees working for retail and 
service establishments, or for small newspapers would be covered. (In 
Walling v. Jacksonville Paper Co., supra, the Supreme Court noted that 
“it is quite clear that the exemption in section 13 (a) (2) was intended to 
eliminate those retailers located near the State lines and making some 
interstate sales’’) ; 

(b) that employees of other local businesses not specifically exempt are 
covered. 

It is sometimes thought that all American business is covered, either by the 
specific inclusions, or by the specific exclusions in the Fair Labor Standards 
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Act. This is not the case. As demonstrated above, local business was not in- 
tended to be covered. Specific exemptions were written for such businesses only 
where necessary to take care of what might be termed “fringe” situations— 
primarily those situations in which a local business might, by the accident of 
geography, be operating on or adjacent to a State line. 

4. From an economic point of view, small-market broadcasting is similar to 
the local product market industries generally excluded from the coverage of the 
act—a fact which will be documented in detail in the following sections of this 
statement. 

Excluded from the present coverage of the Fair Labor Standards Act are 
employees working in the great majority of establishments in such local product 
market businesses as— 

(1) retail outlets. 

(2) hotels. 

(3) restaurants. 

(4) garages and filling stations. 

(5) local street car and bus companies, 
(6) laundries and cleaning establishments. 
(7) certain categories of small newspapers. 

These are the people with whom the small-market broadcaster does business. 
They are excluded from the coverage of the act; he is not. 

Most of the proposals for changing the exemptions of the above businesses 
do not seek to include them all, but rather merely the larger ones. Most of the 
formulas for revised exemptions roughly correspond in effect, although not in 
formulation, to the one proposed here for small-market broadcasters. 

5. The exemption of small-market radio and television stations from only the 
overtime provisions of the act will in no way contradict the basie purposes of 
the law. 

The overtime provisions of the act were designed by Congress as a means 
of spreading employment. 

In his message to Congress of May 24, 1937, President Franklin Roosevelt 
said: 

“Reasonable and flexible use of the long-established right of Government to 
set and to change working hours, can, I hope, decrease unemployment in those 
groups in which unemployment today principally exists.” 

Senator Hugo Black described the overtime section of the Black-Connery 
bill on June 7, 1937, in the following language: 

“By shortening hours it (S. 2475) will create new jobs in the unskilled cate- 
gories for millions of our unskilled unemployed.” 

In one of the leading overtime cases, Missel v. Overnight Motor Transport Co. 
(126 F. 2d 98 (1942)), the Fourth Circuit Court of Appeals observed that— 

“One of the impelling forces behind the act is the effort to promote economic 
stability through increased purchasing power. These purposes of the act are 
accomplished because the overtime provisions of the act, requiring employers 
to pay an extra bonus or penalty for such work, distinctly tend to discourage 
overtime. This is on the theory that the overtime rate established by the act 
will be sufficiently expensive to compel employment of new men, and that em- 
ployers rather than pay overtime will spread employment.” 

It is doubtful that many reputable economists today would suggest overtime 
penalty requirements as providing a useful means of achieving the objective 
of increasing purchasing power by spreading employment. It is interesting 
to note that the economic climate since the end of World War IT bears little 
resemblance to the climate that faced Congress in 1937-38. Spreading the work 
has not in the more recent period been a critical problem in industry generally. 
Certainly it is not a critical problem in terms of the employment potential of 
the small-market broadcasters who would be affected by the proposed exemption. 
This is revealed by the fact that during the past 20 years the number of com- 
mercial radio and television stations in small markets has spiralled from 317 
in 1937, to 623 in 1947, to 2,049 in 1957. 


IV. SMALL-MARKET BROADCASTING AS A LOCAL PRODUCT MARKET INDUSTRY 


1. The number of radio and television stations has increased tremendously 
during the past 10 years until now they are found just about everywhere in the 
United States. 

Since 1947 the number of radio stations has tripled, while during the same 
period the number of television stations has increased by 75 times. New radio 
and television stations are coming on the air almost every week. 
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As of January 1, 1957, there were on the air 3,008 AM stations, 73 independ- 
ently operated FM stations, and 496 television stations. 

Radio stations are found in 1,400 cities and towns in every State in the 
Union, and television stations in 250 cities and towns. 

2. Among radio and television stations there are large differences in size. 

A big radio station may have a revenue of $1 million a year and a staff of T5 
or more full-time employees, while its smallest counterpart may operate with 
no more than 6 full-time employees and bring in a gross revenue of $50,000 
a year. 

A big television station’s employment runs to a typical maximum of 150 
employees, with gross revenue at $2! million or $3 million a year. The small 
television outlet will employ 20 full-time employees with a total business of 
$200,000 a year. 

3. There are three parties involved in the business of broadcasting. 
The broadcast station is the seller of time. 


The buyer is the advertiser who is attempting to reach people within a given 
market area in the hope that some of them will be induced to buy his coods 
or services. 

The listener or viewer is the third party beneficiary of the broadcast tins 
action. He receives the product, that is, time—in the form of entertainment 


information, and education. 

4. At the station level, especially at the small-market station level, the radio 
and television industry is a local product market industry and has the usual 
economic characteristics of such industries. 

(a) The area of competition is the local market area. 

The area within which stations compete—that is, their product market—is 
the area effectively reached by their signal and effectively used by advertisers. 
Strength of signal depends upon a variety of technical and legal considerations 
The area of effective use by advertisers is essentially the market area within 
which the station is located. Exceptions may be found but they are rarely, it 
ever, in small markets. 

Some may argue that the carrying of network programs on local stations 
destroys their status as local product market businesses. This is incorrect 
The place where a product is made is not relevant in this context. Most products 
handled by retail outlets, for example, are produced outside the local market area 
Even if the basic contention were correct—that the place of production makes 
a difference—it is significant to note that 

(1) two-thirds of all small-market radio broadcasters are “independents” 
(that is, not affiliated with a nationwide network) and these stations origi 
nate substantially all their own programing services ; 

(2) the remaining one-third (that is, network-affiliated radio stations) 
secure, on the average, only 3.5 percent of their total revenue from network 
programs, and in the typical small-market television station, network 
revenue comprises 13 percent of the total 

(b) There is no significant competition among different markets even for 
national and regional business. 

Competition for revenues among broadcasters in different market areas is 
negligible, but competition among stations and with other media in the same 
market is substantial. This is because national and regional advertisers are 
concerned with nationwide or regional distribution and cannot afford to bypass 
an entire market just because the advertising cost is greater. Even where nation 
wide or regional distribution is not essential to the advertiser, the cost of trans 
portation and administrative cost of distribution generally outweigh any dif 
ferential in advertising costs. Consequently, the individual broadcaster can 
rarely influence national or regional advertisers in their decisions as to which 
markets should be bought. It is only after this market decision has been made 
that broadcasters and other media begin to compete—and then the competition 
is within one market. Incidentally, small-market radio broadcasters derive, on 
the average, only 14 percent of their total revenue from these national and 
regional advertisers. In television the figure rises to 38 percent. 

(c) In addition, the following facts emphasize the local nature of small- 
market broadcasting: 

(1) Highty-three percent of the small-market radio broadcaster’s revenue 
comes from local advertisers. Local advertisers supply the small-market tele- 
vision broadcaster with 50 percent of his total revenue. The difference between 
small and larger markets in terms of the relationship between local time sales 
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and total time sales may be seen in table 3 on page 16 of the appendix. There 
is every reason to expect that as the television industry expands and matures 
technologically, it will derive an even greater percent of its business from local 
advertisers—precisely as radio has done. This will be especially true for small- 
market television broadcasters. But, whether the source of revenue be local 
or national, the vital point is that the broadcaster would be unable to tap any 
revenue source without a local audience to “consume” locally both his product 
and the advertisers’ products. 

(2) The size of the establishment is limited by, and varies directly with, the 
size of the market. Size of establishment in broadcasting, whether it be meas- 
ured by number of employees or volume of business, varies with market size. 
Tables 4 and 5 on pages 17 and 18 of the appendix reveal this relationship. 
Washington’s large broadcast properties could not long survive in Titusville, Pa. 

(3) The cost structure of the establishment is in large part dictated by the 
size of the market in which it is located. <A station in Washington, D. C., will 
be faced with prices, especially the price of labor, substantially in excess of the 
same size station in Titusville, Pa. This is primarily because of tighter supplies 
of labor, higher planes and standards of living, stronger unionization, and dif- 
fering value judgments by employers as to what constitutes a fair wage within 
the context of differing abilities to pay higher wages. 


V. THE SMALL-MARKET BROADCASTER AND HIS WAGE-HOUR PROBLEMS 


1. The typical small-market radio station is a very small business and it looks 
something like this: 

Staff size.—10 full-time employees, most of Whom handle more than one job. 
The typical staff consists of a general manager who also acts as sales manager; 
a program director, who also announces ; a chief engineer, who also performs non- 
exempt technical work; 1 salesman; 38 announcers, 2 of whom are also salesmen 
while the other performs some technical tasks; 1 technician, and 2 clerical em- 
ployees who handle bookkeeping, trattic, some continuity, stenographic work, and 
the reception desk. 

Daily hours on the air.—-16 to 18. For full-time stations the typical daily 
schedule runs from 6 a. m. to midnight on weekdays with a slightly shorter 
schedule on Saturday and Sunday, or a weekly on-the-air schedule of 120-126 
hours. For daytime stations, the schedule runs from sunrise to sunset local 
time. 

Revenue.—Gross revenue about $75,000 per year, of which 83 percent is derived 
from local advertisers and 17 percent from national advertisers. Gross profit 
before Federal income tax, $7,500. 

2. The typical small-market TV station is, in most respects, bigger than its 
radio brother. This is what it looks like: 

Staff size-—About 28 full-time employees, many of whom handle more than 
one job. The typical staff consists of a general manager; a chief engineer 
supervising 6 technicians; a program director in charge of 1 or 2 producer- 
directors, 3 or 4 staff announcers, 1 or 2 of whom are also salesmen, 2 special 
program announcers such as farm director, news director, and sports director, 
1 or 2 continuity writers, 1 or 2 film department employees, possibly an art 
director, and 2 floormen; a sales manager and 2 or 3 salesmen; and adminis- 
trative employees such as a traffic manager, promotion manager, and bookkeeper. 

Daily hours on the air—12. There is much variation in daily schedules but 
the most typical is 12 hours a day on weekdays and 8 to 10 hours a day over 
the weekends. 

Revenue.—Gross revenue about $325,000 per year, of which 50 percent is de- 
rived from local advertisers and 50 percent from national advertisers. Average 
small-market TV station in 1955 ran at a loss of about $65,000. 

3. The siall-market broadcasted has had lots of problems in trying to adjust 
to the overtime provisions of the Wage-Hour Act. Here are some of the reasons: 
(a) The small number of employees to cover long hours on the air, 

(b) integrated operation with most people performing 2 or 3 different 
types of work, 

(c) the talent fee—a unique method of compensation, 

(d@) creative people doing a creative job, a fact which makes it difficult 
to apply the exempt work standards and to set definite work-week schedules, 

(e) public service character of programing, such as the coverage of news 
events, which necessitates doing some jobs when they have to be done rather 
than at a scheduled time. 
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4. Typical of the wage-hour problems of small-market broadcasters are: 

Computing overtime pay for announcers or other employees who sell out-of- 
stretch. The Administrator has recognized the difficulties inherent in this prob- 
lem by issuing a special interpretive letter, but the permitted practice only par- 
tially solves the broadcasters’ problem, which involves the overwhelming ma- 
jority of small-market stations. 

Applying the exempt work definitions covering executive, administrative, pro- 
fessional, and outside-sales employees which, because they are geared to larger 
enterprises in larger markets, are unfair and discriminatory to small-market 
employers and particularly to small-market broadcasters. This difficulty will 
increase if the dollar standards for exempt work are raised. 

Stabilizing compensation for nonexempt employees who, because of the nature 
of their duties, work a variable workweek. 

Caleulating overtime pay in the light of unusual compensation practices which 
have grown up in the industry, such as the use of talent fees for performers and 
others, and also in the light of the combination jobs performed. 


VI. PROPOSED FORMULA FOR EXEMPTION FROM THE OVERTIME PROVISIONS OF THE ACT 


The association proposes that the employees of radio and television stations 
located in a city, town, or other political subdivision which is not part of a 
standard metropolitan area be exempt from the overtime provisions of the Fair 
Labor Standards Act. The use of market size as a formula for drawing a 
coverage line is: 

Legislatively consistent—because it reflects the original intent of Congress 
in excluding local business from the coverage of the act. 

Economically equitable—(1) because it recognizes that small-market 
broadcasting is a local product market industry and that in local product 
market industries market size is the most significant determinant of the 
level and structure of revenues and costs; (2) because it involves the use 
of a yardstick which will place all stations within a market on the same 
competitive basis insofar as wage-hour regulations are concerned. 

Administratively feasible—because the proposed definition is specific and 
lends itself to easy application. 

Operationally realistic—because it conforms to the practical requirements 
of small-station operation. 

The formula uses the definitions of, and population estimates for standard 
metropolitan areas found in the latest available United States census of popula- 
tion. The United States Bureau of Census prepares this census but the criteria 
in the definition of a standard metropolitan area were determined by the 
Federal Committee on Standard Metropolitan Areas, composed of representatives 
of interested Federal agencies. Basic to the definition of a standard metropolitan 
area is the existence of one or more central cities with a population of 50,000 
of more. 

A market-size formula is used by the following States in the administration 
of State minimum wage laws: Colorado, Kentucky, Minnesota, New Jersey, 
New York, South Dakota, Utah, and Wisconsin. 


VII. EFFECT OF THE PROPOSED AMENDMENT 


1. The number of establishments and the number of employees affected by 
the change will be relatively small. 

Approximately 1,937 radio stations and 156 television stations are presently 
iocated in markets falling outside of standard metropolitan areas. See appendix, 
table 6, page 19. 

These stations now employ aproximately 16,000 employees who have been 
covered but would no longer be subject to the overtime provisions of the act. 

2. It is not expected that the proposed change will result in either significantly 
reduced compensation or a decline in employment opportunities for employees in 
affected stations. 

Present practice in broadcasting at the small-station level is to pay a salary 
which includes an overtime factor for the average hours which are expected to be 
worked. The amount paid is dictated by the market conditions for the skill 
needed to do the job and not by either the minimum wage requirement or the 
overtime provisions of the act. 

3. The proposed amendment will accord to small-market broadcasters the same 
flexibility of operation which is now accorded to the overwhelming majority 
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of business establishments within the small-market broadcaster’s economic 


of- environment. 

»b- Those producing for intrastate consumption and the retail and service estab- 
ir- lishments, all of which are not subject to the overtime provisions of the act, 
1a- make up the bulk of firms with which the small-market broadcaster does 


business. 
Weekly, semiweekly, and daily newspapers with circulations of less than 


°O- ce ae ; ; ae 
er 4,000 within a limited area are now exempt from both the overtime and minimum 
et These papers are direct and immediate competition 

The proposal will give them equal treatment. 


ill 


wage provisions of the act. 
for radio and television stations. 
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TABLE 4.—Distribution of the employment size of radio and television stations by 
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TABLE 7.—Average weekly hours worked for 5 key nonexempt jobs in radio 
broadcasting, September 1955 * 
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Management’s Annual Survey of Buying Power (May 1955 


Mr. Tower. Gentlemen, in putting this statement together, we spent 
a good deal of time not only to cover the waterfront in terms of this 
argument but also to compress it in terms of the skeleton of the matter 
so that you gentlemen and your time would be saved in going over it. 
[t is almost in outline form and we hope that you will find time from 
your busy schedules to turn over the pages of this report. It is quite 
brief and quite compact and we think from this you can get the burden 
of our proposal here. 

Let me lead off by saying that what we are proposing is that small- 
market radio and television broadcasters be exempt from the’ overtime 
provisions of the Fair Labor Standards Act. We are asking only for 
exemption from the overtime provisions, not from the minimum wage 

rovisions. 

The term “small market” as we would define it relates to those broad 
casters located in markets falling outside of the metropolitan areas as 
that term is used and defined by the United States Bureau of the Cen- 
sus. This is a well-defined and well-stated definition. 

The other day I attended a luncheon at which the featured speaker 
was the Secretary of Labor, Mr. Mitchell. I do not know that we 
agree with Mr. Mitchell and everything that he says in the labor-man- 
agement field, but we respect him as a gentleman of great integrity and 
great intelligence. I was interested particularly in a question which 
elicited the administration’s philosophy in regard to the proposals to 
extend coverage of the Fair Labor Standards Act and his reply to 








416 FAIR LABOR STANDAR-TS ACT 


that sort of question was that the underlying philosophy was to give 
equitable treatment to American business in terms of the application 
of the Fair Labor Standards Act. This was the basis of their pro- 
posal. 

This makes sense to us and we feel that, if this is the key as we think 
it should be, then the proposal we are here making should be accept- 
able, should fit within that framework of equitable treatment in terms 
of the application of the Fair Labor Standards Act. 

Let me very briefly tell you why. I shall here further compress 
the material that we have in our formal presentation. 

The legislative history of the act as we read it is quite clear and it is 
perhaps unnecessary to quote, but let me just turn your attention, if 
I may, to some of the material on this subject which is set forth on 
pages 3 and 4 of our statement. I think it is clear that Congress in 
1937 and 1938 in terms of the coverage of the Fair Labor Standards 
Act had in mind the exclusion of small businesses throughout the 
United States, what we call local product market businesses. This 
was the underlying economic formulat ion for the coverage ot the act, 
the exclusion of these businesses. 

On page 4 we have quoted from Senator, now Mr. Justice, Black’ 
statement on the floor of the Senate on July 27, 1937, where he says: 

By I believe it was the prevailing sentiment of the committee, if not the 
unanimous sentiment of the committee, that businesses of a purely local type 
which serve a particular local community, and which do not send their products 


r be regulated by the ] 


into the stream of interstate commerce, can better I 
the communities and of the States in which the business units operate. 
In Walling v. Jacksonville Paper Co. the United States Suprem 
Court recognized the same general! legislative history. 
There are numerous specific objections in the present tatutory 
language. You gentlemen are familiar with them and have heard 
testimony in regard to some: Retail stores, hotels, restaurants, ga 


laws of 


rages, local stores and bus lines, Jaw dries, cleaning establishments, 
and certain categories of small n papers. The newspapers are par- 
ticularly interesting to the i market broadcaster because he com- 
petes directly for the lo il and nal addy rt} 1] or dollar. to the 
extent that they get any national dollars, with the small newspaper 
and tl y are exempt d | have | ! xempted since 1938, when the 
ay s passed 
We would say that, a we read the proposa ls today. ee dmini 

tration’ proj posal as propoul ded bv See retary Mi tchell and othe) 
propo als which recommend somewhat more exten e coverage such 
as Chairman Kelle v’s bill. for ex ple, or Baie Morse’s bill, we 


would read there still a basic underlying intent to exclude from the 
coverage of the act the sm ill local product market busine 3s. We think 
that the statistics show this. We, for example, have ti oe to collect 
some figures showing the coverage of the administration’s proposal in 
the retail field, the Kelley bill proposal in the retail field and ow 
proposal, and I would ju ist like to read to you a couple of statistics 
from this, if I may . The administration’s proposal in the retail field 
would cover 5 pe recent of the aatass lishments—this is on an establish- 
ment basis and 34 percent of thee mp loyees. 

Mr. Kelley’s proposal would cover 8 percent of the establishments 
in the retail field, and 50 percent of the employees. In the broad- 
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casting business the proposal that we are making for the exclusion 
of small-market broadcasters from the overtime provisions of the act, 
37 percent of the establishments would be covered and 63 percent 
would not be covered, and in television 69 percent of the establish- 
ments would be covered and 31 percent not covered. 

As to employment in broadcasting, 43 percent in radio would be 
covered and 82 in television would be covered. 

I might say, parenthetically, that our proposal here touches only 
15.000 or slightly less than 15,000 employees who are now subject to 
the act in these small-market radio and TV stations. This group 
of 15,000 employees would not now be subject to the overtime pro- 
visions of the act if the proposal we are here making is passed by 
the Congress. 

Mr. Roosrvert. Mr. Chairman, could I ask a question at that point ? 

Mr. Lanprum. Yes. 

Mr. Roosrvert. Are these technicians that you are referring to? 
What is the type of work? 

Mr. Towrr. All categories of nonexempt employees. Do you mean 
the 15,000? 

Mr. Roosrveur. Yes. 

Mr. Tower. Basically technicians, announcers, and clerical em- 
ployees. 

Mr. Roosrvett. Are they today unionized? 

Mr. Tower. In these small markets as a general rule, no. With a 
few exceptions, as a general rule, no, in these small markets. Union- 
ization in the broadcasting industry is primarily in medium and large 
markets. 

Mr. Ayres. Would the gentleman yield ? 

Mr. Roosrvett. Yes. 

Mr. Ayres. Are the employees as interested in having your amend- 
ment enacted into law as the employers? 

Mr. Tower. That is a difficult question to answer. We do not repre- 
sen in a dues-paying sense the employee. We like to think, and I feel 
that it is honestly and genuinely true that we speak for the entire in- 
dustry, not only management, but our dues are paid by ownership and 
management. 

{ would say that it is very difficult to tell what the employees of 
2,000 radio stations think on this proposition. They have not con- 
sidered it, obviously. There is no medium whereby they, as a group, 
talking about the nonexempt employees, can vocalize their opinion on 
this. I think it has to be looked at in two ways. First, what would be 
the effect of this amendment on them in terms of levels of employment 
and in terms of levels of compensation, and also what would be the 
effect on them in terms of the employment arrangements that might 
be permissible if this overtime provision were excluded insofar as 
they are concerned. 

If I may, I would like to pass the answers to those questions until 
the tail end of my testimony because they fit in a little better at that 
point. Will that be acceptable, Congressman ? 

Mr. Hour. To pursue that question a little further, you are repre- 
senting the owners today and T would expect you, in your capacity, 
to tell me that the employers have not had a chance to express them 
selves on this. 
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Mr. Tower. It is obvious that a trade association is supported by 
ownership and management, and I do not know that our members 
would take kindly our questioning the employees. 

Mr. Horr. Is there any kind of employee organization / 

Mr. Tower. No. 

Mr. Hour. Are these associations of broadcasters and organizations 
such as that employer associations‘ Are they the employers? They 
have many meetings here intown. I see broadcasters there. 

Mr. Tower. I do not know precisely to what you are referring. The 
NARTB which is the only general nationw ide trade association in the 
broadcasting industry has an annual convention, this year in Chicago 
the second week in April. We would love to have you come and join 
us if you would. We had a meeting last fall at the Shoreham Hotel. 

Mr. Hour. What employee organizations are there / 

Mr. Tower. The only organizations in the broadcasting industry 
which are set up per se to represent employees are the unions in the 
field. There are 3 or 4 unions which represent employees in broad- 
casting, but not all. 

Mr. Hour. There is nothing else nationwide ? 

Mr. Tower. There are some professional organizations. 

Mr. Horr. What are these professional organizations ? 

Mr. Tower. They would not basically touch the people we are talk- 
ing about here. There is, for example, a national group of farm di- 
rectors, but most of the small market people we are talking about do 
not have specialized farm directors. Most farm directors are profes- 
sional and exempt from the overtime provisions of the Fair Labor 
Standards Act. 

There is an organization of new directors. Most of the small sta- 
tions do not have full-time news people and in the big stations they 
are exempt as professionals. 

Our engineers or technicians at the small market level are not pro- 
fessional engineers either in terms of the application or in terms of 
professional societies as a general rule. 

Mr. Horr. Can you tell me the makeup of whom you represent 
today # 

Mr. Tower. In the opening part of our statement is a general refer- 
ence to the number of stations we represent. If you would like a 
further breakdown of that statement in terms of size of station, and 
so forth, either by market size or by, I assume, revenue size, we 
would be happy to make it available. 

Mr. Hour. I would be interested in revenue size. 

Mr. Tower. I think that would not create a problem. 

Mr. Hour. What network stations are included ? 

Mr. Tower. All the networks are members of our association. 

Mr. Hour. What percentage of these people whom you represent 
are networks ? 

Mr. Tower. You mean affiliated ? 

Mr. Hour. Are some owned outright ¢ 

Mr. Tower. The Federal Communications Commission has a mul 
tiple ownership restriction, 7 radio, 5 VHF, and 2 UHF. This ap 
plies to networks as well as other multiple ownerships. Most of 
the stations around the country are merely affiliated on a contract 
basis. 
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Mr. Hour. There are probably only 28 or 30 television stations that 
are network owned ¢ 

Mr. Tower. There are three major television networks. ABC has 

» V’s and NBC has 5 V’s and 2 U’s; CBS has 3 or 4 V’s and 2 U 
senlie ations pending. 

Mr. Hour. So that, out of the television stations, how many are 
owned by chains? Could you tell me that? 

Mr. Tower. You are talking about just the network or other multi- 
ple ownership groups? I do not have that figure. 

Mr. Hovr. 1 am trying to get who belongs to your organization 
to discover whether we are talking about 15 or 20 groups in these 
320 stations. 

Mr. Tower. No; we cite 320 television stations in membership 
We would have to provide and can provide you with the asia 
ownership share of that 320. We can also give you the corresponding 
figure for single station ownership, which is the preponderance. 

Mr. Hour. Are you generally representing small individual broad- 

casters of television and the same for AM and FM radio, or are you 
representing in 50 percent or more of your representation multiple 
ownership ¢ 

Mr. Tower. Offhand, Congressman, without having checked the 
figures on this particular point I would say that our membership is 
reflective of the universe as a whole in terms of this problem. 

Mr. Hour. I do not understand that answer. 

Mr. Tower. Let me put it this way. Let us assume that in the 
United States today with about 500 television stations, 150 of them 
are group owned; not owned by networks, but group ownership. The 
rest of the 350 are individually owned. I am not sure that this dis- 
tinction is too important but let us assume that this is the fact. 

If this be the fact, I would guess that our membership is roughly 
reflective of this proportion. We represent approximately the same 
proportion of group and approximately the same proportion of what 
you used here as the term “independent.” The term “independent” in 
broadcasting has a somewhat different meaning. “Singly owned 
stations,” let us say. 

Mr. Ayres. Would the gentleman yield ? 

Mr. Hour. Yes, 

Mr. Ayres. Would the bulk of these stations that would be affected 
by your proposed amendment be classified as independent stations? 

Mr. Tower. The term “independent” in the broadcasting industry 
traditionally refers to a station which is not by contract affiliated 
with a nationwide network. 

Mr. Lanprem. Singly owned. 

Mr. ‘Tower. Singly owned is different. 

Mr. Ayres. A news and music station ? 

Mr. 'Towrr. The typical news and music station is independent. 
Mr. Cole’s station is basic ally that, but is affiliated with the American 
Broadcasting Co. and carries a limited amount of programing. 

Mr. Lanprum. Is he dinate owned? That is the distinction I think 
the gentleman is trying to get you to draw. 

Mr. Towrr. Yes. May I say this: This proposal is obviously of 
benefit to the small-market stations. It is of no benefit to the national 
broadcasting company. 
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Mr. Hott. I appreciate that, but I want to know in laymen’s lan- 
guage just whom you represent : id how many of these AM and FM 
stations and television stations are singly ow ned or mult iple owned. 

Mr. Tower. We would be happy to provide that for you. 

Mr. Horr. I frankly do not understand why you have to go to 
rhe records to find out. 

Mr. Tower. This is not as important a distinction to us as it seems 
to be to you. 

Mr. Horr. It is important to us. You are making representations. 
Whom do you actually represent ? 

Mr. Tower. We would be h: appy to provide that. 

Mr. Horr. You can see the importance. 

Mr. Tower. There is no mystery to this. We would he happy to 
provide it for you. 

Mr. Ayres. I have another question. I am sorry that I have to 
leave and I want to straighten this out 

I asked you how the em Pp yloyees felt about this and you answered 
that very ideqi lately, saying that you did not represent them. Now, 

your judgement, if your amendment should be enacted into law, 

vill the employees that would be covered by these outlying stations, 
so to speak, make more money ties they are making now, make less 
money. or would thei ir wages not be affected ? 

M . Tower. 1 S ) viously depen ls on what the effect of 
imendment wala be on the wage levels in the small market seg- 
ment of the industry. It is our judgment that this would have no 
appreciable effect on the wage or employme nt levels in small-market 
broadeasting. I might point out here that in 1947 there were ap- 
proximately 800 radio stations in the United States. There are today 
3,000 radio stations in the United States and the number is going up 
ilmost daily. This is an expanding employment situation. 

Thus, for ne ard enerally in broadcasting it is an expanding 
situation. For an in lividu: il establishment it is our judgment that 
ertainly in the short haul there is not going to be, if this amend 
ment is passed, a rush to cut the wages of small-market broadcasting 
employees. This is based on the method of compensation that is now 

sed in small-market broadcasting. 

IT think when Mr. Cole gets through describing his partic ular or 
ganization and how his people work, you will see that this is the way 
itisdone. They are paid basically on a job basis. 

Mr. Lanprum. Mr. Tower, if you will excuse me for an in iterrup- 
tion, we are approac hing the hour when we will be « compe ‘led to 20 to 

1e floor. It is likely that we will have a quorum call soon after we 
a: the assembly hour. 

In view of the questions propoui led } r Mr. Ayres and Mr. Holt 
und since there is an obvious misunderst shui ng here about the singly 
owned or group-owned stations, I believe it would be wise at this time 
to hs ave Mr. Cole describe his operations and get it into the record at 
his point and then continue. Would that help you gentlemen ? 

Mr. iter. Yes 

Mr. Tower. That would be splendid. 

Mr. Hour. I believe it would facilitate matters. 

Mr. Tower. All right, sir. First, Mr. Cole, would you just tell the 
members of the committee who vou are and how long you have been in 

roadeasting and so forth ? 
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Mr. Coir. My name is John L. Cole, Jr. I got into the broad- 


casting business in 1932. 


Mr. Towrr. You have been in it mostly ever since; have you? 

Mr. Coxe. Entirely so. 

Mr. Roosevett. Mr. Cole, do you mean as an owner ? 

Mr. Cour. No. In 1932 I was employed at a broadcasting station 
as a transmitter engineer. 

Mr. Tower. And you come from where, Mr. Cole, originally ? 

Mr. Core. I was born and reared in Halifax County, Va., the county 
in which I am operating now. 

Mr. Tower. In 1947 it is my understanding that you put on the 
air a station in South Boston. 

Mr. Cotr. That is correct. 

Mr. Tower. How was it put together ? 

Mr. Corz. Well, I built the station entirely, all of the technical 
equipment that it is possible to build. The FCC, of course, have 
requirements. The frequency modulation monitors have to be pur- 
chased. Outside of that, I built the studio equipment and the trans- 
mitting equipment, with the exception of the microphones, of course. 

Mr. Tower. And you own the station ? 

Mr. Core. I own the station. 

Mr. Towrr. What sort of power do you have with this station and 
what sort of market do you cover ? 

Mr. Coe. It is known as a local station, 250 watts power. We 
operate on 1400 kilocycles and we have a radius coverage in the day- 
time of a half millivolt. Our half-millivolt field goes out about 20 to 
25 miles. 

Mr. Tower. And at night? 

Mr. Coie. At night it is the same millivolt field but the actual serv- 
ice area is cut down considerably due to interference from other 
channels. 

Mr. Tower. What would you say it might be at night? 

Mr. Core. The population coverage ? 

Mr. Tower. How far would your signal go out ? 

Mr. Cote. We can service an area at nighttime from 6 to 8 miles 
radius. 

Mr. Towrr. How many people do you have, including yourself, and 
what do they do? 

Mr. Corr. On my staff, you mean? 

Mr. Tower. Yes, please. 

Mr. Corr. We have 7 full-time employees and 4 part time. That 
does not include myself. 

Mr. Tower. What do they do? Could you itemize them without 
names, if this is satisfactory ¢ 

Mr. Cote. Yes. My chief engineer does announcing work and he 
does service-maintenance work, of course, for the station. I have 
a station manager that does announcing work and he services ad- 
vertising contracts. 

Mr. Roostvett. As you go along, would you tell us how much they 
get paid ¢ 

Mr. Cor FE. Yes. 

Mr. Tower. May I interpose here? I do not think Mr. Cole has 
any objection to putting in individual salaries. Generally speaking, 
29 
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the association is reluctant to give anything but average salaries 
unless it becomes important to the committee. 

Mr. Roosevert. After all, you brought him here as exhibit A as 
to how the thing operates. I presume you brought him to give us 
the details. 

Mr. Horr. Also, Mr. Tower, how are we going to determine what 
the wage is if we do not get the figures individually and put them 
together ? 

Mr. Tower. If you would like to have this gentleman’s figures we 
would be happy to give them. 

Mr. Hour. I mean for the association also. 

Mr. Tower. We have average wage information on charts here. 

Mr. Hotr. We do not know whom you represent yet. 

Mr. Tower. There will be no poae m there, Mr. Holt. Would you 
like to run down the list, Mr. Cole, and as you identify the people 
give their rates? 

Mr. Lanprum. I believe Mr. Roosevelt does not intend to have the 
identity of the individual. He just wants the position. How much 
do you pay your chief engineer? How much do you pay your station 
manager and so on down the line? We are not concerned with 
individuals. 

Mr. Roosrverr. If that is harmful information to your business I 
would be glad to have you tell me so but I do not see how it is. It 
must be generally known in the community. 

Mr. Core. Frankly, it is not generally known in the community. 
We do not divulge our business to that extent but I will be happy 
to give that to you. 

Mr. Roosrvetr. I am more interested in how you pay them. I pre- 
sume they are paid above the minimum wage. 

Mr. Tower. I might Say that this is generally regarded as confi 
dential information by broadeasters but I do not think Mr. Cole minds 
giving it. 

Mr. COLE. I woul 1 be hs appy to do so. 

Mr. Ayres. It might be that we could accomplish the same thing 
if he gave it off the record. I can appreciate that if he has a good man 
and this man is making $25 less than what he can make 50 miles away 
somebody is going to put on pressure and get him away from you. 

Mr. Tower. May we have your permission to go off the record for 
that, Mr. Landrum ? It is a matter of the committee requirement. 
Personally, [ am not satisfied with the way we are traveling here. 
We do not seem to be accomplishing much w ith the time. 

Does your wage compare favorably with the national average, 
Mr. Cole? 

Mr. Coir. I would think it compares favorably, 

Mr. Lanprum. I would have no objection to your pempplylng it off 
the record, but I do not want to be a party to taking a witness as 
exhibit A in support of a piece of legislation and then have it appear 
that there is such information about his business or industry that we 
cannot talk about it in public. I am not up here to keep secrets. We 
are here to get information. Frankly, I am opposed. 

Mr. Ayres. Will the gentleman yield ? 

Mr. Lanprum. Yes. 

Mr. Ayres. The previous witnesses from Richmond certainly 
divulged his operation. , 
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Mr. Lanprum. We do not care about the names of individuals. 
We would like to know something about your operations. If the 
application of this act is going to hurt you, if the amendment is 
necessary to your survival, “then it is obvious that we have to have 
some concrete information about what you pay. If you are going to 
be exhibit A, then you are the man to prove it. 

Mr. Roosevetr. Suppose you make it within any $2,000 figure ‘ 

Mr. Horr. Or compare it to the average, above or below. 

Mr. Towrr. May I suggest that it is very difficult for him to 
casually make the compar ison? He is willing to give the figures. 
This, I guess, will make everybody happy. 

Can we proceed on this basis on the record ? 

Mr. Lanprum. I want to ask one question before we start. 

How is the application of the overtime features of this act going 
to affect your chief engineer, whom you named first, in what he earns 
today as against what he would earn if we applied it? 

Mr. Roosrverr. That is the point of my question. In other words, 
that is why I want to know how he gets p: aid. 

Mr. Lanprum. He can answer that question without identifying 
it. We need to know those things if we are going to pass on your 
recommendation. 

Mr. Tower. Why does he not go down the list and give the rate 
without identifying names ¢ 

Mr. Coir. My station manager is $135 per week. ‘That is a base 
salary and, of course, being a substitute executive, he does not come 
under the overtime basis. 

My chief engineer is based at $85 per week. 

My salesman is based at $85 per week. 

Mr. Roosrvetr. Does your salesman work a given number of hours? 

Mr. Coir. He works the hours necessary. He is on a commission, 
too. 

Mr. Roosrvetr. He is on a base of $85 plus a commission or against 
a commission ? 

Mr. Corr. Plus a commission. I stopped at $100 a week for my 
program director. Then I have a bookkeeper, combination book- 
keeper and secretary at $67.50 per week. 

Then I have a girl I call an office girl, telephone and copywriting 
or continuity writing, $57.50 per week. 

I have another announcer that does announcing work and copy- 
writing work based at $80 per week. 

Now, the parttime employees or hourly employees, 1 makes $1.25 
an hour, 1 makes $1, and 2 make $1.30 each. 

Mr. Roosrverr. Mr. Cole, today do you consider yourself to be 
under the Wage and Hour Act? 

Mr. Cour. Yes, sir. 

Mr. Roosrverr. And you make the reports required by that act? 

Mr. Corr. Yes, sir. 

Mr. Rooseverr. How do you figure your overtime on your sales- 
man, for instance? , 

Mr. Corr. He is not on an overtime basis. He is doing nothing 
but sales work and Z 

Mr. Roosevetr. Which one of these people is on an overtime basis ? 

Mr. Corr. T have my chief engineer on an overtime basis, and one 
of my announcers is on an overtime basis. 
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As a matter of fact, all of them are subject to overtime except my 
salesman, my station manager, and my program manager. 

Mr. Roosgvett. Thank you. 

Mr. Towrr. May I add, Congressman Roosevelt, that you are 
familiar with the outside sales exemption and he treats his outside 
salesman as exempt. He also treats his program manager and station 
manager as exempt under the superior executive definition. 

Mr. Horr. Will the gentleman yield? 

Mr. Roosrvett. I am through. 

Mr. Hour. What is your market size, Mr. Cole? I notice they use 
the market size as the way of breaking down what people are paying. 

Mr. Tower. Because in a local product market industry such as 
ours wages tend to vary closely with market size. 

Mr. Cote. The population figure of South Boston for the 1950 
census was approximately 6,500. Are you wanting the amount of 
coverage that we have? 

Mr. Horr. All I know is I want to compare what you are paying 
your people with this table in the book. You are in the less than 
10,000 bracket, I take it. 

Mr. Tower. Less than 10,000, Congressman Holt. That is correct. 
He would be in the less than 10,000 category. It is on page 14 in our 
statement. There we have set forth from our latest figures compensa- 
tion by market size and you can see how it varies there quite clearly. 
Mr. Hour. Well, I do not think I have any questions of Mr. Tower 
on it. 

Mr. Towrr. Ask Mr. Cole any questions you want to ask him. 

Mr. Hour. My questions are not intended for him. 

Mr. Tower. Mr: Cole, I think they would be interested in whom you 
lo business with. Who are your customers ? 

Mr. Cote. The local retailers are my customers. 

Mr. Tower. Such as what? 

Mr. Corre. The department stores, the men’s clothiers, the women’s 
— shops, and the grocery men, the beverage concerns. That 
ibout covers it. 

Mr. Tower. Mr. Cole, you have had some wage-hour problems. 
Would you describe them for the committee? 

Mr. Coir. Yes. Due to ignorance on my part I must admit, about 
5 years ago I was investigated by the Labor Department and found to 
be at fault and its cost me approximate ‘ly $1,480-some, approximately 
$1.500. 

Mr. Tower. What was involved at that time? 

Mr. Cotz. Well, [ had two announcers or rather they were combina- 
tion announcers-engineers that were doing sports work for me. They 
would do play-by-play work for basketball and football and occasion- 
ally baseball, and I was paying them a talent fee to do this kind of 
work. The representative of the wage-and-hour law stated that I 
would have to pay these people at the rate of time and a half for this 
particular work also. That, over a 2-year period amounted to a con- 
siderable amount. Then I had a maid that was a janitress. She 
worked approximately 2 hours at the radio station and then she would 
go to my home and work approximately 4 to 5 hours there doing maid 
work. It seems there is a law in the labor act that states that if they 
work as much as 1 hour at a business that comes under the Federal 
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labor laws they must get that same basie pay at any other place that the 
proprietor will have them work if it is a privately owned operation 
and not a corporation and, in other words, I was caught by a tech- 
nicality there. 

Mr. Lanprum. Gentlemen, at least in my opinion we are not travel- 
ing to the point that I understand your appearance to be directed 
at. That is that stations such as yours should be exempt from the 
overtime features of the act. Now, you testified here that you have 
all of the employees presently covered by the act under your over- 
time features and you are living, are you not 

Mr. Coir. Yes, I am living. 

Mr. Lanprum. What will happen if we exempt you from the over 
time features of the act?) Are you going to pay any less money then 
than you are paying now ? 

Mr. Coir. Chances are I will not pay less money. I would say that 
I have to employ practically a full-time employee to keep up with the 
red tape. All this overtime is quite involved. I have to employ that 
person for that. You cannot get first-class radio station operators 
for small money. I mean by that, for the minimum dollar an hour. 
You must pay them well to get good service. If you do not, they will 
go somewhere else. 

Mr. Lanprum. It would seem that we are beginning to get down 
to business. We are not trying to fight you. What we want is infor 
mation. Up to this point we have not received it from you people, 
being frank with you, so far as I am concerned. We have had a pretty 
picture, but what are you going to do with this employee that you are 
presently paying overtime to about his income? Are you going to 
reduce it and tell him he has to work this same amount of time for less 
money ¢ 

Mr. Coir. I do not think he would stand still for it, sir. 

Mr. Lanprum. Then what is going to happen? That is the point. 

Mr. Corr. I think I would be able to eliminate a lot of redts ape and 
an employee who now has to keep up with all these details. That is 
about all we would have in the way of a bunch of headaches, you 
might say. 

Mr. Lanprum. Somewhere in my mind I have the idea that certain 
employees of stations like your own serve as announcers, serve also as 
salesmen for advertising and m: aybe serve in other capacities. Would 
the overtime exemption you are applying for have anything to do with 
that sort of oper: ation ? 

Mr. Corr. Definitely so. It would simplify it to a great extent 
because we find that if we have a few good employees, I mean good 
hard-working people who diligently work, they will earn a sufficient 
amount of money to make them happy so that we do not mind paying 
them that. I have had a salesman that was working as a part-time 
salesman and the thing got so involved. He had to keep up with his 
time and you cannot do that out selling. If you are making a pitch to 
Joe Doaks and a certain time goes off and in order to keep from run- 
ning over time he has to say, “Excuse me,” that won’t work. 

Mr. Roosrverr. I thought Mr. Tower said that the overtime sales- 
man was excluded. 

Mr. Tower. May I clarify this point for Congressman Roosevelt ? 
Somebody employed primar ‘ily as a salesmen and who fits the admin- 
istrative definition of that term is exempt. In the broadcasting in- 
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dustry, particularly at the small-market level, there is a combination 
situation. A fellow will announce or work as a technician and also 
sell, thereby destroying his exemption status under the present admin- 
istrative definition and this was the situation here. 

He originally had an announcer and a salesman, a one-man combi- 
nation job. He lost his exemption as a salesman because he performed 
more than 20 percent nonexempt work, that is, staff announcing. 
That, in the small-market broadcasting situation today is the No. 
problem, people doing combination work. There is an interpretation 
le signed to accommodate this. It is so complicated that most broad- 

‘asters cannot live with it. 

Mr. Ayres. Is that the example that cost him the $1,400? 

Mr. Tower. No. One was the talent fee problem; the other was a 
joint employment situation involving a maid. 

Mr. Ayres. Who reported it to the Labor Department, requesting 
investigation, the employee? 

Mr. Corr. No. It was a routine investigation. Everything was 
quite : 4 atc It was just my error, in other words. 

Mr. Tower. May I run down a list on page 11 of my statement as 
to what the ope ration problems are of the small-market. broadcaster, 
why the pli wement of the overtime provisions of the act on his opera- 
tion are difficult, and the last he uf of the page itemizes the four major 
wage-hour problems today that face these people. We are not taking 
the position, we have never tai n the position, that Mr. Cole or any 
signafic ant number of small- cial broadcasters will go out of busi- 
ness if this relief is not granted. This is not our position. We have 
never taken this position. Our position is that in terms of their eco- 
nomic environment and the people they do business with and the intent 
of the act initially, they ought to be out from under the whole thing, 
but if they are to be treated equitably with comparable segments of 
American industry, that is our case: The fact that they can live with 
this law after a fashion, and I ain say I have worked for 8 years on 
small-market broadcaster wage-hour problems almost day in and day 
out, answering their questions, trying to explain to them the complica 
tions of the law. 

You can go into almost any small market stations, and wage-hour 
people have told me that, and find a violation. Why? Not because 
the small market broadcaster is interested in getting around the law 
ifhecan. Itisnot that. It is principally because it is almost impossi- 
ble in running this type of business with 12 to 16 to 18 hours a day, 7 
days a week, much more than the retail situation, it is almost impossible 
to run this type of business with a small number of employees and 
stay within the technical provisions of the overtime provisions of the 
Fair Labor Standards Act. 

Mr. Lanprum. What I would like to have and I think the commit- 
tee would like, is some spec a statement as to why that is true. 

Mr. Tower. Let me detail to you the particular problems that exist 
today. 

Mr. Lanprum. All right. 

Mr. Tower. The major problem in broadcasting today is the com- 
bination work problem, the announcer-salesman problem that Mr. Cole 
had. Mr. Cole solved it by throwing up his hands and saying, “This 
is too technical. I will take him off announcing and make him only a 
salesman.” This is not for most people in most small markets a satis- 


ams hs dit. th 


ion 
so 
in- 


FAIR LABOR STANDARDS ACT 427 


factory solution from a management view. It is good for everybody 
to have a tie-in between an air personality and salesman in a small 
market. The fellow finds it easier to go down Main Street and sell if 
he is known from being on the air. This combination, which, because 
of the number of hours involved, renders the industry nonexempt un 
der the administrative regulations is the problem today. 

Item 2, which is crucial, is the definition of exempt work. I prob- 
ably should not say this, but since we are being frank here, and I hope 
he does not get in trouble and if he does I w ill t take it out of my pocket 
and take it along, Mr. Cole says that his program manager and station 
manager are exempt employees. I question that. I ‘think it is an 
honest summation, but my question is that if those jobs were gone over 
with a fine-toothed comb in his operation both these people perform 
a sufficient amount of nonexempt work so that they are probably non- 
exempt employees. I may be wrong, but this is very typical of the 
problem. If I am right and he is wrong this at some point could cost 
him a substantial amount of money. Now, what does this mean? 
Take his station manager or program manager. They are working on 
a job basis and ought to be, because of the nature of this business. 
They are in and out of the station. They may run a show early in the 
mornine and another one in the late afternoon. They are per forming 
a multiplic ity of tasks around the station-in and out of the station, I 
might say, bec use the station is very closely integrated with the com- 
munity and it is hard to tie these people down to an 8-hour schedule. 
We are not a shoe factory where you can cut off the assembly line at 
5o’clock. Broadcasting has long schedules and work weeks and a very 
few people to cover them. 

The specialized compensation situation is another problem. This, 
in 1950, was subject to congressional amendment when a talent fee solu- 
tion from the regular rate of fee was put in the overtime provisions of 
the act. This partially solved the problem but we have had further 
difficulties. They are in better shape now than they were in 1950, but 
are still a problem. 

There are all sorts of unusual compensation ] ans in broadcasting. 

[ think there is a very basic problem. This is not necessarily unique 
to broadcasting, but this is perhaps more difficult in broade asting. 
That is the problem of st: siklinien compensation for people. The 
typical small market station, when it hires an announcer or technician 
and it is usually a combination, says to him, “All right, you would 
like to come to work for us. We will pay you $75 or $80 for doing 
this job and your schedule may be 48 or 50 hours a week.” 

What they do because of the c ompetitive market situation in hiring 
people in the specialized business is that they will then compute back 
the regular rate of pay, give him the 48 hours a week and the $75 that 
they have to pay him to keep him and they will then compute back 
to determine what the regular rate ought to be for 40 hours of str: = 
time and 8 hours or 10 hours, if it is a 50-hour week, of time and : 
half. This is the customary approach to compensation in ial 
market broadcasting and this is why we say that in our judgment if 
this exemption is given we do not think that this will result in a round 
of wage reductions in small market broadcasting. They do not set 
it up that way. They approach it initially in terms of a salary for a 
given amount of work and then they try to work out a technical adjust- 
ment to the law as best they can. 
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I would say again, that you can go into small market station after 
small market station and find this difficulty. This has happened 
over the last 8 years that I have been associated with this problem 
and I guess if not changed it will happen over the next 5 vears. 

Mr. ROOSEVELT. Mr. ‘Tower. has there ever be 1 on effort to test 
whether small market radio and TV stations actually come within 
the act as being an intrastate operation ? 

Mr. Tower. There have been no circuit court or Supreme Court 
tests. The Administrator takes the position that commercial radio 
and TV stations are instrumentalities of commerce, thus coming 
within the phrase, “Engaged in commerce,” rather than the phrase 
“Producing goods for commerce,” as those phrases are used in the 
coverage of the act. Some broadcasters have felt, the small 250-watt 
station in the center of Texas has said, “I am not subject to this act. 
Why should I have to pay? Why should I have to follow this formu- 
lation of compensation ?” It well may be that he is not subject to 
the jurisdiction of the Congress as that is set forth in the Fair Labor 
Standards Act. There is no question that he is subject to the juris- 
diction of Congress in terms of the Federal Communications Com- 
mission and the Communications Act. If he is not engaged in com- 
merce or producing goods for commerce he does affect commerce from 
the technological point of view. This is certainly the basis among 
others for the control of the FCC whereby it licenses not only com- 
mercial broadcasting stations but licenses somebody sending a signal] 
across the street. 

Mr. Roosevetr. But there is quite a different thought behind the 
Wages and Hours Act. 

Mr. Tower. That is correct. 

Mr. Roosrvetr. You have never tested this in court ? 

Mr. Tower. isd we have been reluctant to do so, frankly, Congress 
man eat because we cannot see any sort of regulation or fair 


or equits abl » pattern that would come up W ith such ease by case deci- 


sion. Even e this case were won here, and that case an ‘re, — problem 
of standards at the judicial level seems to us most dil 

Mr. Roosrve.r. But you are presenting one to us. 

Mr. Tower. Yes. but we think the court would have no basis with 
the present law and taking it as it is, to use a market size cutofl 

Mr. Roosreverr. What is the market size cutoff that vou are pro 
posing ? 
~ Mr. Tower. We are saying that all stations : cated in markets bu! 
falling outside of standard metropolitan areas S$ ho ul ld be exen | t from 
the overtime provisions of the law falling outside of standard metro 
politan areas, 

Mr. Roosrvett. You mean as to coverage that they reach or actual 
location of station ? J 

ify: Tower. The market they primarily serve 

Mr. Roosrvett. There are areas where a station might not be lo 
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cated in a metropolitan area but would still have a market area. 


Tower. There are very few cases and offhand I do not know of 


anv. where a station is located as‘the census defines the term, “outside 


a standard metropolitan area, ” where it primarily serves that area. 
The standard metropolitan area concept in Washington, for example, 


takes in contiguous counties. 
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Mr. Roosrevetr. I personally would want the staff, for instance, to 
make a detailed study of each and every situation in order to ascel 
tain how broadly this proposal of yours would be applied. 

Mr. Tower. This would be just fine with us. We have made some 
estimates as to the number of stations involved. Most people think 
of broadcasting as big market networks, New York and Hollywood. 

Mr. Roosreverr. We are not dealing in enough here so that it can- 
not be an accurate statement. It need not be an estimate. 

Mr. Tower. There is no question about that, Based on the 1950 
census about 2,000 radio stations fall outside of standard metro 
olitan areas. 

Mr. Rooseveirr., Are you prepared to submit the breakdown for the 
committee as to each individual station and its market area / 

Mr. Tower. Would you like us to list the stations? We can do that. 

Mr. Roosrverr. I think it would be well to list the stations that 
would at the present time be exempt. 

Mr. Tower. This we could well do. That is under our proposal. 

Mr. Roosrveir. Right. 

Mr. Towrr. We would be happy to do this. 

Mr. Roosrverr. And under the market area so that we conld have 
a definite idea of just what we were doing. 

Mr. Tower. This we would be happy to do and we will provide you 
with such a list. 

Mr. Lanprum. Mr. Tower, are you situated so that you could return 
tomorrow morning at 10 o’clock ? 

Mr. Tower. Yes, sir. 

Mr. LAnprum. The minority members of the committee have indi- 
cated a desire to hear vou and Mr. Cole further and we are now 
pushing the time when we must adjourn. If you could return at 10 


| 


o clock we would recess now until 10 o’clock tomorrow morning and 
ask you to return then. 

Mr. Towrr. Congressman, I can return. Let me ask Mr. Cole. 

Mr. Corr. I will base my opinion on the Congressmen. If they 
feel like it is essential that I return, I will try to make arrangements. 

Mr. Lanprum. We want to get into the record, I am sure, from the 
questions that I have heard directed to you here, the distinction 
between the chain station, network station and a singly owned station. 

Mr. Corr. Yes, it is an independently owned station affiliated with 
the American Broadcasting Co. network. They have no control over 
my station other than a contract between them and me stating that I 
shall take so much time. 

Mr. Lanprum. You merely buy the service of the network? 

Mr. Corr. That is correct. 

Mr. Lanprum. Is that what you do? 

Mr. Cote. That is correct. 

Mr. Lanprum. That is in order to service your area better? 

Mr. Corr. Yes, sir. 

Mr. Lanprum. They have no interest in your station ? 

Mr. Corr. None whatsoever. 

Mr. Lanprum. It is owned entirely by you and your associates. 

Mr. Corr. It is owned entirely by me. 

Mr. Lanprum. Period? 

Mr. Coir. Period. 
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Mr. Towrr. We would be happy to come back and I certainly will 
come back. If Mr. Cole says he can come back, fine. I cannot speak 
for him. 

Mr. Lanprum. Mr. Holt has one question in the event Mr. Cole 
cannot come back. 

Mr. Hour. Does what you pay the American Broadcasting Co. de- 
pend on what you use, or is it a certain amount a year? 

Mr. Corz. I pay the network a $150-a-month service fee as bonus 
station. I have to pay the telephone line charges from the nearest 
point—in my case Danville. That amounts to $114 a month in round 
figures. 

Mr. Horr. How many of these 1,354 AM stations that belong to 
this organization are the same size as you ? 

Mr. Cote. With respect to power or population ? 

Mr. Horr. Everything. Approximately how many are in the same 
general category as you? 

Mr. Corr. I will ask Mr. Tower to answer. 

Mr. Tower. You are talking in terms of staff size? 

Mr. Hour. If Mr. Cole does not know, I will reserve the question 
for you. 

Mr. Lanprum. The committee will stand in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:20 p. m., the subcommittee recessed to recon- 
vene at 10 a. m., on Thursday, March 21, 1957.) 
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THURSDAY, MARCH 21, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS, 
OF THE COMMITTEE ON EDUCATION AND LABOR, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 429 
Old House Office Building, Hon. Augustine B. Kelley (chairman of 
the subcommittee) presiding. 

Present: Representatives Kelley (presiding), Landrum, Holt, 
Ayres, and Griffin. 

Also present: Representative Kearns. 

Staff members present: Fred G. Hussey, chief clerk; John O. 
Graham, minority clerk; and Kennedy W. Ward, assistant general 
counsel. 

Mr. Ketitxy. The committee will please be in order. 

Mr. Tower, will you please continue with your presentation ? 

Mr. Tower. May we observe the same arrangements in terms of the 
people? 

Mr. Ketiry. Have they been identified for the record? 

Mr. Tower. Yes, sir. 


STATEMENTS OF CHARLES H. TOWER, MANAGER, EMPLOYER-EM- 
PLOYEE RELATIONS DEPARTMENT; JAMES H. HULBERT, ASSIST- 
ANT DIRECTOR, EMPLOYER-EMPLOYEE RELATIONS DEPART- 
MENT; HAROLD G. ROSS, LABOR ECONOMIST, NATIONAL ASSOCIA- 
TION OF RADIO AND TELEVISION BROADCASTERS; AND JOHN L. 
COLE, JR. OWNER AND OPERATOR, RADIO STATION WHLIF, 
SOUTH BOSTON, VA.—Resumed 


Mr. Ketiey. Mr. Holt was questioning you yesterday when we 
adjourned. 

Mr. Tower. Yes, sir. 

Mr. Chairman, we felt from yesterday’s discussion that perhaps 
the problem was somewhat confused by our inability to walk a 
through the analysis of this thing. We are wondering if we could 
have 10 minutes in which to run right through the steps of this pro- 
posal. We think it would fit together. There seemed to be some 
confusion in the mind of Congressman Landrum as to what we are 
driving at and why. I think if we would have 10 minutes either now 
or at the end of our questioning, it would pull it together. 

Mr. Ketter. Would you prefer to have your questioning now? 

Mr. Hour. The reason he did not go into it yesterday was because 
he could not answer the questions satisfactorily as to what his organ- 
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ization was and what it is composed of. If he thinks that will, help 
clear up answers to the questions we asked about his organization and 
whom he represented and what the setup was, that would be 
satisfactory. 

Mr. Keiuey. Is that what you intended to do, Mr. Tower? 

Mr. Tower. On the point of our organization and its membership, 
if you or Congressman Holt would like us to touch that at the start, 
I would be happy to do so. 

Mr. Kevxiey. I think that should be cleared up. 

Mr. Tower. All right. 

Mr. Hour. You just want to talk about your legislative proposal for 
10 minutes ? : 

Mr. Tower. That is correct. 

Mr. Horr. We can give him time to do that, I am sure. 

Mr. Tower. Shall we at the start identify the organization and 
provide you with some material which will be descriptive of our mem- 
bership ? 

We state in our formal] statement—our general ena ion, that 
is—that we represent stations and networks. We represent 1,5: 4 AM 
stations, 328 FM stations, 320 television stations, 4 national radio net- 
works, and 3 national television networks. 

Congressman Holt raised the question of group ownership. I 
would like to make one point clear at the start. I think there was 
confusion perhaps yesterday in regard to the nature of a network 
affiliate. We have in our industry a contract arrangement known as a 
network affiliation contract whereby a station contracts with a network 
to carry a certain number of programs per week. These contracts 
vary widely. In most cases the network pays the station for the time 
that the station makes available to the network. The network in turn 
receives money from the advertiser and pays a portion of that to the 
station. This contract arrangement is substantially no different from 
contract arrangements that exist in all types of fields where a manu- 
facturer or a wholesaler uses a local outlet as a distribution point. It 
is for all practical purposes relevant here a type of distributor’s con- 
tract. In some cases in broadcasting it is an exclusive contract. In 
other cases it isnot. The affiliation contract does not give the network 
any control over the programing of the licensee. 

By law the station—that is, the licensee—must control and be re- 
sponsible for its programing and thus, as in Mr. Cole’s case, he carries 
a small number of hours each day of a national network programing 
service. The rest of the programing in his station as in many stations 
is locally originated. This material is spelled out in our formal state- 
ment here, but I thought there was some confusion on this point. 

Getting to group ownership, the FCC has a requirement that a 
single licensee cannot own more than 7 radio stations, more than 7 
television stations, 5 V’s and2 U’s. This is by FCC requirement under 
the law. 

Congressman Holt asked us what the composition of our membership 
was in terms of group ownership. We use one formula for group own- 
ership in terms of our own membership. The FCC uses another and 
the basic fact books in the industry, Broadcasting Yearbook and 
Telecasting Fact Book, use a third formula for group ownership. 

Our particular formula is 50 percent or more of control comprises 
a group. The Federal Communications Commission uses a 1 percent 
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rule. Thus, if there is 1 percent interest this brings about the group 
ownership rule. The Federal Communications Commission does not 
have a published listing of the stations that according to their formula 
are group owned. 

Mr. Hour. You said there were three formulas. What does the book 
use ¢ 

Mr. Tower. We would be happy to insert this material in the record, 
if vou would like. 

Mr. Hour. The question was, What formula does the book use / 

Mr. Tower. Broadcasting Yearbook in this summarization of group 
ownership stations basic ‘ally regards as within a single group organ! 
gations that own 1 or more television stations or 3 or more radio 
stations, but they use a spec ial formula for control. That is, they do 
not use the Commission’s 1-percent rule. Here I would like to point 
out that this 1-percent rule is a specialized rule for the application of 
multiple ownership under the Communications Act. In all sorts of 
other businesses there is stockholding interest of 1 percent or more 
where generally it is not regarded as the same enterprise, but because 
of the Communications Act and its requirement in regard to multiple 
ownership you do have this l-percent rule. In Broadcasting Year 
book’s breakdown of group ownership they use a formula of control 
which is something less than 50 percent. As we understand it from 
Broadcasting Yearbook they have some percentage yardstick but it 
gets down to a certain extent to a matter of judgment on the part of 
the person who puts together this material. 

We would be happy to submit this listing in Broadcasting Magazine 
of ee in broadcasting, or from the Television Fact Book. 

Mr. Horr. I do not think it is necessary. My question was that ] 
was trying to find out whom you are representing. All I want to know 
is s how many of the people that you represent are group owned. If you 

vant to use all three formulas to tell me, do that. 

Mr . Tower. We do not have these figures available. 

Mr. Horr. Then you cannot answer the question that I asked yeste1 
day. 

Mr. Tower. We cannot provide you with the data today because we 
do not compile our figures on this basis. If we go back into the mate 
r ee and we are happy to do so because there is no mystery to this, we 

‘an do it. 

Mr. Keniry. Does the testimony that you have given us today have 
anything to do with the matter of wages and hours with which we are 
dealing ¢ 

Mr. Tower. Congressman Holt asked the question. 

Mr. Horr. Iam trying to find out the size and ownership of the sta 
tions they are representing so that we do not have to duplicate when wi 
go on the road. 

Mr. Tower. Congressman Holt, could I give you a rundown of the 
breakdowns we do use for our membership? This, I think, would shed 
some light on it. It does not run to the group ownership problem, but 
we shall provide you with that information. We do not carry our 
records that way, but we can do it and will do it. ; 

Mr. Ayres. Will the gentleman yield? 

Mr. Horr. Yes. 

Mr. Ayres. Do vou have figures showing how manv 250-watt sta 
tions there are? , 








434 FAIR LABOR STANDARDS ACT 


Mr. Tower. Yes, we do. 

Mr. Ayres. How many are there? 

Mr. Tower. I have a listing which I would submit for the record. 
I will read it, if you want. 

Mr. Ayres. This is the only figure I want. Your witness that you 
have with you from Virginia has a 250-watt station. They do not 
come any smaller, do they ? 

Mr. Tower. There are some 100-watt stations, but basically the Fed- 
eral Communications Commission uses 3 basic classifications in terms 
of power—large, medium, and small. The small is 100 to 250, includ- 
ing the 250. Medium is 500 to 5,000 watts, and large is 10,000 and over. 

Mr. Ayres. How many do you have from 100 to 250 watts? 

Mr. Tower. Out of the total population of small stations of 1,144, 
{72 are in membership in the association. This is radio. 

Mr. Ayres. Four hundred and seventy-two / 

Mr. Tower. That number, or 41 percent are in membership. 

Mr. Ayres. They are 100 to 250? 

Mr. Tower. Yes, sir. 

Mr. Ayres. It is that group of stations that your proposed amend- 
ment would primarily affect, is that right ? 

Mr. Tower. We do not use a power breakdown. We use a market- 
size breakdown. 

Mr. Ayres. I realize that, but wherever you have a low market you 
have a low-watt station. 

Mr. Tower. Yes. Some of the small market stations, Congressman 
Ayres, are 1,000-watt stations. The power breakdown in terms of 
economics is not too significant. 

Mr. Ayres. Insofar as the questions that the gentleman from Vir- 
ginia brought up yesterday affecting his operation, the reason it is 
difficult for him to operate under the wages-and-hours law is because 
he is a small operation. 

Mr. Tower. That is correct, but he might be a 1,000-watt rather 
than 250. The problem, Congressman Ayres, is that the size of the 
business in a local product market industry such as ours, the size of the 
establishment is basically dictated by the market size. 

Mr. Ayres. I think what Mr. Holt and myself are both interested 
in is how many people are affected by this. Now we have a figure of 
472. They would average 10 e mployees, is that right ? 

Mr. Tower. May I correct this point here? T he “small” definition 
I have just given you is a power definition. This is not the definition 
we propose. We do, on page 13 of our statement, indicate the number 
of stations that will be affected by our proposed formula market size- 
wise, and it is 1,937 radio stations and 156 television stations. These 
stations now employ approximately 16,000 employees who have been 
covered but no longer would be subject to the overtime provisions of 
the act. We do not use a power breakdown, Congressman, because you 
have 250-watt stations in Washington, D. C., or in Baltimore or New 
York City, where some of them are large ablobh in terms of dollar 
volume of business, not all of them, but some of them. 

Mr. Hotr. How many of these people who will be affected by the 
law belong to your organization ? 

Mr. Tower. We have not broken down in terms of percentage this 
1.937 people in terms of membership in our organization. 
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Mr. Keiiey. The question that Mr. Holt asked is a very direct ques- 
tion that we would like to have answered. 

Mr. Tower. We will get you the answer, Congressman Kelley. 

Mr. Horr. Let him come back at another time. 

Mr. Tower. We are speaking for the whole small-market industry 
here. 

Mr. Horr. You are? 

Mr. Tower. Yes, sir. 

Mr. Hoir. How do we know that? You cannot tell us whom you 
represent. 

Mr. Tower. Our proposal affects all small-market broadcasters 
whether they are in membership in the association or not. 

Mr. Hour. I am trying to find out how many of them belong to your 
association. We want to know what the others feel about legisl: ation. 

Mr. Lanprum. Mr. Chairman, will the gentleman yield ? 

Mr. Hour. Yes. 

Mr. Lanprum. I think I see part of this. I want to ask a question 
or two to see if we can get on the road to somewhere. 

The 100 watt or 250 watt or the 1,000 watt has no bearing on whether 
or not this partic ul ir station or these stations you represent might be 
in the small-market category, is that right ? 

Mr. Tower. No. 

Mr. Lanprum. Now then, your small-market category, about which 
you testify here, as I understand it, develops from the market available 
to the broadcaster for getting business to put on the air. 

Mr. Tower. That is correct, sir. 

Mr. Lanprum. It is possible then for you to have a 1,000-watt sta- 
tion in South Boston, Va., and a 250-watt station in South Boston, Va., 
and still have each of them in this small-market category which you 
represent. 

Mr. Tower. That is precisely correct. 

Mr. Lanprum. How many of these stations, ranging in wattage 
from 100 to 1,000, are there located over the country ? 

Mr. Tower. In small-market broadcasting, as we define the term, 
there are 1,947 radio stations. 

Mr. Lanprum. And 41 percent of those belong to your organization ? 

Mr. Tower. That 41 percent is not based on our small-market con- 
cept. We can provide you with that figure. 

Mr. Lanprum. Your membership in your organization may be and 
is composed, then, you say, of members who are not in the small-market 
area ¢ 

Mr. Tower. Yes, sir, we represent them up and down 

Mr. Lanprum. The answer that Mr. Holt and Mr. Ayres want is the 
answer to the question of how many of your members are in the small- 
market area as you use the definition. Am I correct? 

Mr. Hour. Yes. 

Mr. 'Towrr. We would be happy to provide this figure. 

Mr. Lanprum. You can provide the figure? 

Mr. Tower. We certainly can. 

Mr. Lanprum. Will you provide it for the committee? 

Mr. Tower. Yes, sir, we certainly will. 

(The information referred to appears at the close of witness’ testi- 
mony.) 
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Mr. Lanprum. From that point it seems that we have only one 
other step to go in order to understand clearly what your proposition 
is. Why is it that these small-market broadcasters as defined by you 
cannot operate successfully under the overtime provisions of this act 
and, first, what benefit would be derived by the broadcaster, and sec- 
ond, what harm would come to the employees of these people or what 
benefit would come to them if we were to exclude you from the overtime 
coverage ¢ 

When those questions are answered we have saved a lot of time and 
paper up here, as I see it. If we can have answers to those questions 
this morning we will be happy to have them, or can you get them for 
us later ¢ 

Mr. Tower. I asked the chairman if I could run through our argu 
ment here. We have nothing to hide membershipwise. If it seems 
so, am sorry. It is not intentional. 

Mr. Horr. You said that 3 times. Nobody here said it. Do not re- 
peat it again. I did not say you had anything to hide, but I want to 
know whom you are representing. 

Mr. Tower. We have a complete breakdown by power and by mar- 
ket size here and we can also give you a breakdown by network 
affiliation. 

Mr. Hor. I am suspicious that you are hiding something because 
you are protesting too much; but go ahead. You may provide it for 
the record later if you want. 

Mr. Keiiey. We are not getting anywhere, Mr. Tower 

Mr. Tower. May I do two things, Congressman Kelley ? May I 
insert this breakdown that we have which is a breakdown by power 
and also a breakdown by city size and also a breakdown by network 
affiliation ? 

Mr. Keiitey. Without objection it may be inserted in the record. 

(The information referred to appears at the close of witness’ testi- 
mony. ) 

Mr. Ketiey. Let us get directly to this question and get somewhere. 
We have other witnesses and cannot waste any time. 


Mr. Tower. This I understand, sir. Let me run down very br iefly, 
if I may, in about 8 minutes, the steps to this proposal th: at we make. 

Mr. Ketirey. Could you insert that for the record instead of going 
over it ? 


Mr. Tower. We felt yesterday, Congressman Kelley, that because 

of this membership discussion which we got into that we never really 
went through the steps of this argument and it wil 
man Landrum’s question, I think. 

Mr. Lanprum. I would like to have that if he can give it in econ- 
densed form. 

Mr. Keuxuey. All right. 

Mr. Tower. Our proposal here is based on 2 premises. The first 
premise is that equitable treatment in our judgment under the Fair 
Labor Standards Act as originally passed or under the Fair Labor 
Standards Act as it might be amended by propos ed amendments re 
quires that small market broadcasters be out from under the overtim 
provisions of the act because comparably situated businesses on an 
economic point of view are now out from under the act or even vill be 
out from under the act with the various proposa Is that » hee; 
submitted. 
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The second premise is that these small market broadcasters have had 
substantial wage-hours problems and I will show just how in a minute. 

In support of this proposition, these 2 premises, | would like to men- 
tion just 5 points. I think this summarizes as briefly as we can our 
sition. 

First, that it was the basic intent of Congress in 1937 and 1938 to 
cover with minimum wages and maximum hours those people that 
were sending goods into the stream of commerce and it was the intent 
of Congress ‘to exclude those organizations which are engaged in loca 
business, local product market “business. This, to us, is emph: cen 
first by the legislative history; second, by the formulas of coverage 
used ; and third, by the specific exemptions in the law. 

Our second point is that small market broadcasting is a local prod- 
uct market business. The product is distributed locally. There is no 
substantial competition from one market to another. 

Point 3, small market broadcasting is a small business. It is small 
in terms of dollar volume of sales. It is small in terms of employ- 
ment size. It is small in terms of cost and it is small in terms of 
profit. There has been much talk of the corner drugstore and the 
desire to exclude the corner drugstore from the provisions of this act 
both in 1937 and now. I would just like to cite 6 figures comparing 
dollar volume of the small market drugstore and the dollar volume of 
the small market radio station, This is a breakdown based on receiit 
figures. In markets of less than 10,000 the average drugstore volume 
in those markets is $71,535, average radio-station volume, $74,800. 
In markets $10,000 to $25,000, the average drugstore volume i is $113.,- 
000; average radio-station volume, $100,000. Finally, in markets 
25,000 to 50,000, the drugstore is $119,000; the radio stations, $117,500. 

Why has the small market broadcaster had wage-hour problems? 
This is a legitimate question. Briefly, the background facts are these: 

Small staff to cover a long number of hours, on the air 16 to 18 
hours a day 7 days a week. Secondly, combination jobs, the an- 
nouncer-sales problem which we discussed yesterday, the No. 1 prob- 
lem in broadcasting. Three, unusual compensation practices. Four, 
creative people doing a creative job, and community service problems 
of the small market broadcasters. 

What are some of the specific wage-hours problems? Computing 
overtime pay for announcer-si alesmen and similar people who work on 
combination jobs. Secondly, applying the exempt work definitions. 
Thirdly, stabilizing compensation for “employees who because of the 
operating needs of the business have to work irregular, variable 
hours; and finally calculation of overtime with unusual compensation 
arrangements. 

Our proposal, is a market size cut-off applied to small market broad- 
casting. We are only asking for overtime relief. I might point out 
here that the original intent of Congress in the overtime provisions 
of the act was to “spread employment. This is not a factor today 4n 
small market broadcasting in the United States and, secondly, the 
administration has recognized in its recent proposal before the Senate 
and House committees that the overtime problem presents a special 
problem and where operating needs dictate this should be carved out. 

Finally, why does this make sense? First, because it is a local 
product market business. Competition is within the market. This 
will treat all people in the same market on the same basis and finally, 


89327—57—pt. 1 30 








438 FAIR LABOR STANDARDS ACT 


this is easy to determine, easy to apply from an administrative point 
of view. 

We think these two factors together, the equitable character of our 
proposal and the problems the small market broadcasters have had 
with the overtime provisions of the act, these two things coming 
together indicate the need for this relief. 

Mr. Keuiey. Mr. Holt? 

Mr. Horr. Well, I understand what you want to do and it says here 
that your act will affect employees of radio and television stations 
located in a city, town, or other political subdivision which is not 
part of a standard metropolitan area. How many of such people do 
you represent ¢ 

Mr. Tower. There are some data on that sheet that has just been 
handed to you but it is not computed on quite the same basis that we 
would compute it. If you want that specific question designated we 
can give you that figure and will be happy to do so. 

Mr. Ketiry. Will you please do that? 

Mr. Tower. We certainly will. 

(The information referred to appears at the close of witness’ testi- 
mony.) 

Mr. Hour. It says: 

This expected proposed change will not result in reduced compensation or 
decline in employment opportunities. 

Mr. Tower. That is our best judgme nt. 

Mr. Hour. Then you also are going to provide the ownership of the 
folks who belong to your organization ? 

Mr. Tower. Yes, sir. We will give you material on all three for- 
mulas, if you wish them, on the group-ownership membership in the 
NARTB. 

Mr. Hour. Thank you very much. That is all the questions I have. 

Mr. Ketiry. Mr. Ayres! 

Mr. Ayres. This is a sidelight. If you do not have it, all right. 
Do you have a breakdown as to how many of these stations between 
100 and 1,000 wattage are daytime stations only ? 

Mr. Tower. I would take a guess that if there are approximately 
1,300 stations in that grouping and our grouping separates the 1,000 
watts from the 250, two-thirds of them may be daytime; but I am 
not absolutely sure of that. We can provide that. 

Mr. Ayres. That is all right. 

Mr. Tower. There are a substantial number of daytime stations in 
the country and a substantial number of them in these small markets. 

Mr. Ayres. Do you not have more of a problem in administering 
this law where you have an 18-hour station rather than a daytime 
station ? 

Mr. Tower. It is more of a problem than in the daytime station be 
cause of a longer number of hours on the air. The daytime station 
has the difficult problem of being a sunup-sundown situation with 
longer hours in the summer than winter. 

Mr. Ayres. That is all. 

Mr. Keniry. Mr. Griffin ? 

Mr. Grirrin. As I understand it, the biggest prob Jem that your in 
dustry has in the small market broadcasting boils down to wrestling 
with the term “regular rate” in the overtime provision and I do not 
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think that your industry is unique in that regard. I think that any 
business which does not operate like a factory and which has unusual 
methods of compensation, whether it is commissions or discounts or 
anything other than hourly rates, gets into inevitable complexities 
and emeniie regulations that the administrator has promulgated 
in trying to figure out how to compute time and a half on the regular 
rate. 

Just as a smalltown lawyer, I want to underline that this, to me, is 
the biggest problem in the wage-and-hour law. If you did not have 
the overtime provision or if you had it simplified, if the minimum for 
overtime was a dollar and a half over 40 hours, you would eliminate 
9) percent of the problem which we have. That is your big problem. 
Is that right, Mr. Tower? 

Mr. Tower. That is a correct statement. 

Mr. Grirrrn. A small-business man trying to figure out these regu- 
lations and trying to compute time and a hi Uf on the regular rate when 
he has to use employees in different capacities has diffi ‘ulty. Some- 
times he is in an exempt and sometimes in a nonexempt « “apacity. 
Sometimes he is working on a commission basis and sometimes on an 
hourly rate basis. The Government is trying to straitjacket small 
business into operating like a factory and it does not make sense for 
lots of businesses to operate that way. 

Mr. Tower. That is correct. May I add two things: We made a 
rather careful and detailed presentation before an administrative 
hearing on the salary level for exempt work which was held a little 
over a year ago. We spent a lot of time in this presentation. | 
think it is generally relevant here. With your permission, we would 
like to submit it for the record. 

(The information referred to follows :) 


A STATEMENT BY CHARLES H. TOWER, WASHINGTON, D. C., FoR NATIONAL ASSOCIA- 
TION OF RADIO AND TELEVISION BROADCASTERS ON SALARY TESTS FOR EXEMPT 
WORK 


My name is Charles H. Tower. I am manager of the employer-employee rela- 
tions department of the National Association of Radio and Television Broad- 
casters. 

The National Association of Radio and Television Broadcasters is the only 
trade association in the radio and television industry. It admits to member- 
ship radio and television stations and networks in the United States. Present 
membership includes 1,252 radio stations, 4 radio networks, 278 television sta- 
tions, and 4 television networks. 

The association takes the position that: 

1. A high and inflexible dollar standard for exempt work is inconsistent with 
congressional intent to exempt from the application of sections 6 and 7 of the 
Fair Labor Standards Act “any employee employed in a bona fide executive, 
administrative, professional, or local retailing capacity or in the capacity of 
outside salesmen * * *” 

2. If dollar standards are used, inflexible standards which do not take into 
account such salary differentiating factors as market size, establishment size, 
and industry are inequitable and discriminatory unless they are low enough to 
be equitable for the lowest legitimate segment of a covered industry. 

». Changes in levels for dollar standards must be based on relevant criteria. 

4. Increases in dollar standards would result in discriminatory hardship to 
small market broadcasters who are already harassed by a multiplicity of wage 
hour problems. 

I. A high and inflexible dollar standard for exempt work is inconsistent with 
congressional intent to exempt from the application of sections 6 and 7 of 
the Fair Labor Standards Act “any employee employed in a bona fide executive, 
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administrative, professional, or local retailing capacity or in the capacity 
of outside salesman.”’ 

Section 13 (a) of the Fair Labor Standards Act reads as follows: 

“The provisions of sections 6 and 7 shall not apply with respect to (1) 
any employee employed in a bona fide executive, administrative, professional}, 
or local retailing capacity, or in the capacity of outside salesman (as such 
terms are defined and delimited by regulations of the Administrator) ;” 

There are two obvious conclusions to be drawn from this language. First, 
Congress intended to exempt from the coverage of sections 6 and 7 of the act 
those employed in the indicated categories. Secondly, the definition of those 
categories was left to the Wage-Hour Administrator. 

We do not challenge the constitutionality of this congressional delegation 
of authority. The issue is whether the use of dollar standards, at least under 
certain circumstances, results in an application of the law yhich is contrary to 
the intent of Congress. 

The language contained in 18 (a), which provides executive, administrative, 
and professional exemptions, originated in State wage-and-hour laws which 
were in effect before the enactment of the National Industrial Recovery Act 
The first minimum-wage law in the United States was enacted in Massachusetts 
in 1912. The law provided for industry wage boards composed of workers, 
employers, and the public which were authorizeii to recommend minimum wages 
for individual industries. This law influenced markedly most subsequent State 
minimum-wage legislation. State experimentation and technical experience 
with minimum-wage legislation formed, in turn, the basis for minimum wace 
action by the Federal Government. In most cases, the wage-and-hour determi- 
nations under these laws were set on an industry-by-industry basis and the 
wages and hours so set for particular industries were not necessarily uniform 
throughout the State. 

The National Industrial Recovery Act, passed in 1933, did not contain any 
specific language exempting executive, administrative, or professional employees. 
However, these exemptions appear in a majority of the codes written under 
the NRA. 

A salary test was also included in some 91 percent of the codes which 
contained these exemptions. It should again be emphasized that the codes 
were written and the salary tests set, not on a nationwide basis, but on an 
industry-by-industry basis. 

In July 1933, President Roosevelt proposed to sign “reemployment agree 
ments” with individual employers. A paragraph of this agreement stated that 
the maximum hours fixed in the agreement “shall not apply to employees i 
establishments employing not more than two’ in towns of less than 2,500 
population * * * nor registered pharmacists or other professional persons en 
ployed in their profession; nor to employees in a managerial or executive 
capacity who now receive more than $35 per week * * *” 

On May 24, 1937, Hugo Black introduced a bill (S. 2475) which contained 
the basic framework of the wage-hour law. On the same date President 
Roosevelt sent his message to Congress urging passage of this bill The Blac 
bill, following the pattern of the State minimum wage laws and NIA, exempted 
executive, administrative, and professional employees from the pi 
the proposed act. The definition of these terms was left to the Administrator 
and there was apparently very little floor discussion of just how these exemp 
tions were to be determined. 

In defining and delimiting the categories of exempt work, the Administrator 
has set forth in regulation, part 541, definitions for each of the five categories 
Dollar standards are included for three of them—executive, administrative, and 


rovisions of 


professional employees. In the case of an executive employee, five othe 

standards are set forth. These five relate directly to job content. They are 

the type of material normally included in a job description. The sixth stand 
} a 


ard—the dollar standard—is the only one that does not relate to job content 
A similar scheme of definition is set forth for both administrative and 
professional employees. 

Dollar standards for exempt work are used as a matter of administrative 
convenience—as a means of simplifying both the inspection and the compliance 
problem. Their use is justified on an assumed relationship between job content 
and salary. On the correctness of this assumption—that is, on the directness 

‘This was later amended to five persons by Executive order of October 2, 1933 


2-Lewis Mayers, A Handbook of NRA (2d edition), New York: Federal Codes, 1954 


p. 336. 
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of the relationship between job content for exempt-type jobs and compensation 
rests the equity of the application. 

There may be some general relationship between salary customarily paid for 
these types of work and job content. On the other hand, there is no direct rela- 
tionship between the two. A salary is paid, not only on the basis of job con- 
tent, but on the basis of such other factors as ability to pay, comparable wages, 
cost of living, institutional forces like unions, and the ethical concepts of em- 
ployers as to what constitutes a fair wage. Salary is clearly not a part of job 
content. A statistical correlation does not change this obvious fact. 

The Administrator’s right to use a dollar standard in determining exempt 
work has been questioned by several district courts, but it has been upheld by 
those circuit courts which have passed on the issue. The most pertinent and 
often-quoted discussion of the problem is contained in Judge Phillips’ decision 
in Walling v. Yeakley (140 F. 2d 8380 (1944)). There, the Administrator’s 
nuthority to use dollar standards was specifically upheld. However, it is sig- 
nificant to note that, even in this case, the court was troubled by the fact that 
a dollar standard, rigidly applied, could result in a nonexempt status for em- 
ployees who were performing the type of work which Congress intended to 
regard as exempt. The decision states, in part: 

“Obviously, the most pertinent test for determining whether one is a bona 
fide executive is the duties which he performs. Admittedly, a person might be 
a bona fide executive in the general acceptation of the phrase, regardless of the 
amount of salary which he receives. On the other hand, it is generally true 
that those in executive positions assume more responsibility and are generally 
higher paid than those who work under the supervision and direction of others. 

“The same is true with respect to those employed in administrative and pro- 
fessional capacities. Therefore, in most cases, salary is a pertinent criterion 
and we cannot say that it is irrational or unreasonable to include it in the defi- 
nition and delimitation.” 

The last sentence quoted above is of particular interest. Note that Judge 
Phillips said ‘** * * in most cases, salary is a pertinent criterion.” Does he not 
mean to imply that, where job content clearly conforms to a reasonable defini- 
tion of exempt work, the salary standard is not pertinent? In our judgment, 
this decision, while upholding the Administrator’s right to use a dollar test, 
points up the inconsistency that may result in doing so. 

The importance of job duties was again recognized in Walling v. General In- 
dustries Co. (155 F. 2d 711, 714 (1946)). Here, the Sixth Cireuit Court said, 
“The most pertinent test for determining whether one is a bona fide executive 
is the duties which he performs.” 

In an analogous situation, the Court of Appeals for the District of Columbia 
held that the Federal Communications Commission exceeded its statutory au- 
thority in denying a hearing to an applicant for a television station because 
that applicant already owned the maximum of stations permitted by the then- 
existing Commission rule on multiple-station ownership. Storer Broadcasting 
Co. v. United States (220 F. 2d 204 (1955)), certiorari granted (94) October 
19, 1955. Section 309 (a) of the Communications Act requires the Commission 
to grant an application for a station license where it finds that the public in- 
terest, convenience, and necessity will be served by the granting thereof. The 
ommission had promulgated a rule placing a numerical limit on the number of 
stations a single licensee could own and operate. The Storer Broadeasting Co.. 
already owning the maximum number permitted by the rule, filed for an addi- 
tional station. Its application was dismissed pursuant to the rule without a 
hearing. The circuit court, in addition to finding that a hearing should have 
heen granted as required by the statute, stated as follows: 

“The rule in question here is not a mere announcement that the Commission 
has adopted the policy of considering, in every case in which the owner of five 
television stations applies for an additional license, whether the grant thereof 
would result in such concentration of control as to he adverse to the pubtic 
interest. The rule goes further and says the Commission will in any event 
treat the numerical limit as the boundary of public interest, and will deny a 
hearing to the owner of five television stations upon his application for an addi- 
tional station. Thus the Commission freezes into a binding rule a limitation upon 
its consideration of the public interest in a respect in which the facts and cir- 
cumstances may differ widely from case to case. It has decided in vacuo that 
there can never he an instance in which public interest, convenience, and necessity 
would be served by granting an additional license to one who is already licensed 
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for five television stations. The power so to decide has not been committed to 
the Commission.” 

Whether or not the Administrator has the authority to use dollar standards in 
defining exempt work there is, in our judgment, clearly a limit on that use. 
Where any significant number of employees must be regarded as nonexempt solely 
because of the dollar standards, a real question arises as to the misuse of 
statutory authority. 

To us this means that, if the current type of inflexible standard is to be used, 
it must be a minimal standard which will not work hardship even for a relatively 
small segment of American industry. If varying standards are used, they can 
be tailored to fit the wage structures of specific segments of the economy. 

The use of dollar standards is, as we have already pointed out, justified on 
the grounds of efficient administration. Recognizing as we do the complexity of 
enforcing an act such as this, we are not unsympathetic to the quest for sim- 
plified definitions. Yet the desire for administrative efficiency must not intrude 
upon the overriding requirement of the effectuation of congressional intent. 
That intent is to permit the exemption of those who are employed as executive, 
administrative, and professional employees. Dollar standards which render non- 
exempt any significant number of employees who would otherwise be exempt 
conflict with the intent of Congress, and thereby exceed the delegation of au- 
thority under 13 (a) of the act. 

II. If dollar standards are to be used, single standards which do not take 
into account such salary-differentiating factors as market size, establishment 
size, and industry are inequitable and discriminatory unless they are low enough 
to be equitable for the lowest appropriate segment of a covered industry. 

If dollar standards are to be used for exempt work, two separate problems 
are involved. The first is the scheme for the standards—that is, shall the stand- 
ards be flexible thereby taking into account the intra- and inter-occupational 
diversity of exempt jobs in various segments of the economy, or shall they be 
inflexible in accordance with the present scheme.* The second problem which 
will be discussed in the next section of this statement relates to the level of 
the standards once a scheme has been determined. 

According to the Report and Recommendations on Proposed Revisions of Regu- 
lations, part 541 * * * June 1949,* the salary levels for exempt work are “the 
prevailing minimum salaries for this type of personnel” on a nationwide basis. 
Obviously, this is an inflexible standards. With this formulation, the question 
arises as to whether there is a single prevailing minimum salary that can be 
applied to each of the three categories of exempt work on a nationwide basis. 
In our judgment, the answer is “No” unless the standard be set at a point which 
will be equitable for the lowest appropriate segment of a covered industry. 

A single standard which is based on the prevailing minimum salaries for 
exempt work categories in American industry as a whole is based on the propo- 
sition that there is a substantial degree of uniformity in wages for the same 
job regardless of city size, establishment size, or industry. In our judgment, 
this uniformity does not exist. 

From Adam Smith to 1955 it has been recognized that, for the same job, 
wages (or even the total attractiveness of a job) will vary—and even over the 
long run. We confine this discussion to intraoccupational wage uniformity (or 
better, diversity) because no one will argue, or ever has argued that, if the skills, 
responsibilities, efforts of any two or more jobs are not equal, the wage or 
these jobs will still be uniform. This rather obvious fact is perhaps the initial, 
basic explanation for alleged interindustry wage Jifferentials which are not 
based on job-by-job comparisons. The extent of prevailing intraoccupational 
wage diversity will be documented briefly by scattered references to the excellent 
industry and community wage surveys prepared by the Bureau of Labor Statistics 
of the United States Department of Labor during the last 5 years, the special 
wage-hour survey contained in the staff report prepared for the purposes of this 
hearing, and various other sources. These data are presented for the sake of the 
record and because we believe that the matter has been given inadequate treat- 
ment in considering salary tests for exempt work. 

If wages on the same job were ever going to be uniform they would be sv 
within one labor market and during a period of full employment. In this situa- 


3 We shall assume throughout the remainder of this statement that, as in the case of the 
present standards, any revisions of the salary tests will continue to set separate, if no 
different, standards for each of the three categories of exempt work 

#U. S. Department of Labor, Wage and Hour and Public Contracts Divisions, Washing 
ton: GPO, 1949, p. 11 
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tion both employees and employers are actively competing and it might be ex- 
pected that one price for one type of labor would result.” But the differentials 
are still enormous as shown below : 

1. An exempt job—draftsman, senior, in manufacturing in Baltimore, April 
1955: ° 

(a) Range of average straight-time weekly earnings: $60—-$130, or about 
117 percent. 

(bv) The average straight-time weekly earnings of 50 percent of all drafts- 
men, senior, were within (i. e., above or below) 23 percent of the overall 
average of $91.50. 

2. Nonexempt job—tbillers, machine (women—billing machine) in nonmanu- 
facturing in Chicago, April 1955: " 

(a) Range of average straight-time weekly earnings: $40-$85, or 113 
percent. 

(b) The average straight-time weekly earnings of 50 percent of these 
billers were within 19 percent of the overall average of $60. 

For almost 200 years it has been recognized that wages for the same job will 
vary for different labor markets. A wealth of data exists to show these large 
intercity, intraoccupational wage differences.’ However, these variations should 
be smaller for many exempt jobs since the labor market for these higher level 
jobs is frequently not confined to one city. Looking at the only professional and 
technical jobs covered by the Bureau of Labor Statistics’ community wage sur- 
veys, table 1 reveals the most recent intercity differences.” 


TABLE 1—Weekly salaries* for 4 professional and technical occupations in 17 
labor-market areas, winter 1954-55 * 


| 
Draftsmet | 
Labor market | Nurses, 
i 


industrial 


Leader Senior | Junior 
Atlanta | $122. 00 $89. 00 $66, 50 $72. 00 
Baltimore 109. 50 91. 50 63. 00 75. 00 
Boston 121. 00 92. 00 69. 50 | 67. 00 
Buffalo___- 123. 00 95. 00 74.00 | 75. 50 
Chicago 127. 00 101. 00 74.00 | 75. 00 
Cleveland | 112. 00 99. 00 77. 00 74. 5 
Dallas__.. 103. 50 83. 00 58.00 | 70. 50 
Denver | 125. 00 90. 00 66, 50 67. 50 
Los Angeles. 124. 50 95. 00 79. 50 80. 50 
Memphis 91. 00 64. 50 68. 00 
Minneapolis-St. Paul &S. OO 73. 00 72.50 
Newark-Jersey City 112. 50 97. 00 71.00 73. 50 
New York 144. 50 115. 50 71.50 78. 00 
Philadelphia 122. 00 100. 00 68. 50 69. At 
Portland 94. 50 76. 00 70, 00 
San Francisco-Oakland 90. 50 78. 00 76. 50 
St. Loui 93. 00 73. 00 68. 50 


1 Standard salaries paid for standard work schedules of full-time men draftsmen and women nurses. 
?The areas were surveyed during the following months: 1954: September—Butfalo and Dallas; Octo- 


ber—Cleveland; November— Minneapolis-St. Paul and Philadelphia; December—Denver and Newark- 
Jersey City; January—San Francisco-Oakland; February—Memphis and St. Louis; March—Atlanta, 
Los Angeles, New York; April—Baltimore, Boston, Chicago, and Portland 


NOTE Dashes indicate no data or insufficient data to warrant presentation 

*For a fuller explanation of the explanation and causes of intraoccupational wage 
diversity within particular local labor markets, see Robert L. Raimon, The Indeterminate 
ness of Wages of Semiskilled Workers, Industrial and Labor Relations Review, vol. 6 
January 19538, pp. 180-194; Melvin Rothbaum and Harold G. Ross Intraoeccupational 
Wage Diversity, Industrial and Labor Relations Review, vol. 7, April 1954, pp. 367-384; 
rejoinder—Hiring Patterns and Occupational Wage Dispersion, pp. 384-389. 

®U. S. Department of Labor, Bureau of Labor Statistics, Occupational Wage Survey, 
Baltimore, Md., April 1955 (bull. No. 1172-15), Washington: GPO, 1955, p. 6 

‘Ibid., Occupational Wage Survey, Chicago, I1l., April 1955 (bull. No. 1172-14), Wash- 
ington: GPO, 1955, p. 3 

* Adam Smith, An Inquiry Into the Nature and Causes of the Wealth of Nations, Edwin 
Cannan, editor, New York: The Modern Library, 1937, p. 99. 

*E. g., Louis M. Solomon, Intercity Variations in Wage Levels, Monthly Labor Review, 
vol. 59, August 1944, pp. 287-250; L. M. David and Harry Ober, Intercity Wage Differ 
ences, 1945-46, Monthly Labor Review, vol. 66, June 1948, pp. 559-604: U. S. Department 
of Labor, Bureau of Labor Statistics, Wages and Related Benefits (bulls. Nos. 113-1116, 
1157-1, 2, 3; 1172-1-17). 

® Adopted from Wages and Related Benefits in 17 Labor Markets, 1945-55, Monthly 
Labor Review, vol. 78, October 1955, p. 1121. 
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The substantial intercity wage diversity, even for exempt-type jobs, may be 
seen below. But it must be emphasized that all of these cities are large 
metropolitan areas. No account has been taken of the bulk of cities in the 
country which are smaller in size. Intercity wage differences need to be meas- 
ured by city size. This is especially significant for the local product market in- 
dustries where the upper limit on the size of the establishment and, regardless of 
variations in establishment size, the upper limit on total revenue is dictated by 
the number of people or buyers in the local area. National product market in- 
dustries (i. e., manufacturing, for the most part) naturally tend to have smaller 
intercity wage differences because (1) employers in such industries must com- 
pete costwise against others scattered throughout the country; (2) “* * * multi- 
location operations are more common among manufacturing enterprises” ; * 
(3) union pressures in many manufacturing industries toward nationwide wage 
uniformity ; and (4) because size of establishment is not limited, in the revenue 
sense, by the size of community as it is in local product market industries. But 
even in national product market industries large differentials based on city size 
are frequently apparent.” 

The Bureau of Labor Statistics surveys relatively few local product market in- 
dustries on a regular basis and covering small as well as large cities. Perhaps 
the best data of this type, arranged by city size, are union wage scales published 
by Bureau of Labor Statistics for the building trades, printing trades, local 
transit and baking industries, and for motortruck drivers and helpers. City-size 
differences in the building and printing trades are shown in table 2. That wages 
vary directly with city size in local product market industries may also be ob- 
served in Bureau of Labor Statistics studies of power laundries, hotels, auto 
repair shops, and department, clothing, and women’s ready-to-wear stores. And 
that wages vary with city size regardless of the local or national nature of the 
product market may be seen from various intercity income studies (on a job-by- 
job basis, and on a per capita basis) .* 

If cities below 40,000 were covered, there would appear to be no reason to 
assume that wage levels would not continue to vary directly with city size in the 
two local product market industries shown in table 2. There are some indica- 
tions of a poorer relationship between wage levels and city size in those parts of 
local product market industries which are national, regional, or at least not 
completely local in nature.* 


TABLE 2. iverage union hourly wage rates in the building trades by city-size 
groups, July 1, 1951 . 


Journeymen,| Newspapers, 
Market si building part of print- 
les 


trac ing trades 


1 million and over $2 747 £2 642 
500,000-1 million 2. 593 2. 537 
250 ,000—500 ,000 2. 497 2.513 
100,000—250 000 2 393 2? 333 
40,000-100,000 2 249 2. 206 
Adapted from U.S. Department of Labor BLS, Union Wages and Horrs: Building Trades, July 1, 1951 
Bull. No. 1051), pp 12-13: Urion Wages and Hours: Printing Industry, July 1, 1950 (Bull. No. 1018), p. 93 
Only time limitations precluded the use of more recent bulletins in these industries 





iToivo P. Kanninen, Wage Differences Among Labor Markets, 1953-54, Monthly Labor 
Review. vol. 77, October 1954, p. 1095 

2. g.. U. S. Department GI:11P 
Footwear (Rept. No. 46), May 1953, pp. 25-27: Petroleum Production and Refining (series 
2, No. 83) October-November 1951, pp. 31-32; Hosiery (Rept. No. 34), November 1952, 
pp. 3-14; Work Clothing (Rept. No. 51), July 1953, p. 14; Household Furniture (Rept. 
No, 76), 1954, pp. 3-12: Structural Clay Products (Rept. No. 77). May 1954, p. 12; 
Men’s and Bays’ Dress Shirts and Nightwear (Rept. No. 74), May 1954, pp. 4, 13, 1 
Leather Tanning and Finishing (Rept. No. 80), May 1954, p. 15. 

3K. g., Maurice Leven, The Income Structure of the United States, Washington: The 
Brookings Institution, 1938, pp. 36—46: Herbert Klarman, A Statistical Study of Income 
Differences Among Communities, Studies in Income and Wealth: vol. 6 (NBER Confer- 
ence on Research in Income and Wealth), 1943, pp. 206-226. 

144 Compare wages in book and job printing with those in newspapers (cf., supra, table 2 
note a. * * * Printing * * *, p. 9) and the cracker and cooky part of the baking indus- 
try with the pie and pastry part (U. S. Department of Labor, Bureau of Labor Statistics, 
Union Wages and Hours: The Baking Industry, July 1, 1951 (Bull. No. 1053), p. 7). 


2 
a; 
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For exempt jobs, data collected by city size are hard to find. Although not 
usually thought of as a local product market industry, municipal government 
is a field where wages for both nonexempt and exempt types of work generally 
vary with city size.’ The special wave-hour survey contained in the Wage- 
Hour Report prepared for the purposes of this hearing contains sonie data by 
city size, but this material is subject to two major limitations—the data is 
not collected by jobs, the data does not include those employees now consid- 
ered nonexempt solely because they are earning a salary below the current 
salary tests set by Wage-Hour. But even with these significant limitations, table 
3 shows that some of the wage-hour data reveals large salary differences between 
cities of different sizes. 


TABLE 3.—Cumulative percent distribution of establishments employing exrecu- 
tives by lowest executive weekly salary in the establishment, first 8 months, 
1955 * 


Percent of establishment Unde 2,500 to 10,000 to 100,000 or 
2.400 10,000 100,000 more 
Under $65 10 & 5 9 
Under $75 - 18 15 11 
Under $90 . 39 35 30 l 
Under $10) ; 49 14 40) 28 
Number of establishments employing executives- 1, 738 2, 154 4,191 7, 488 
' 
1 Adapted from pete wage-hour survey contained in U.S. epartment of Labor, Wage and Hour and 
Public Contracts Divisions, Earnings ita Pertinent to Revievy the Salary Tests for Executive, 


Administrative and Professional En:ployees, as Pefined in Regulations, Part 541, Washington: GPO, 
November 1955, p. 32. 


It should be noted that one of the factors underlying the correlation between 
wages and city size is establishment size. It was not uncommon for wages and 
establishment size to correlate in both national” and local™ product market 
industries. Thus, when the upper limit of the size of an establishment is limited 
by the size of the community able to support a particular establishment, as it is 
in local product market industries, the relation between city size and wages is 
strongly reinforced. This is perhaps most clearly revealed by retail chains. 
Here, to the extent of our knowledge, city size (and therefore establishment 
size) is universally used as the key determinant in the setting of wages and 
salaries for nonexempt and exempt employees.” 

The comment above, although barely scratching the surface, has emphasized 
that 

(1) even the narrowest wage comparison (intracity during full employ- 
ment) reveals large wage diversity for both exempt and nonexempt jobs 

(2) wages and salaries tend to vary directly with city size, especially in 
the local product market industries. 

With this diversity what meaning can there be to the concept of a single 
prevailing minimum. It is obvious that there are many prevailing minimums. 
The effect of adhering to this fiction is to deprive many employers in some in- 
dustries in small cities and in small establishments of an equitable application 
of the terms of the act and to contravene the intent of Congress by labeling as 
nonexempt, solely because of a failure to meet a dollar test, a significant number 
of employees who should, by job duties, be exempt. There is no reason to believe 
that Congress was any less solicitous of the operating problems and needs of 





5 See the annual publication of the International City Managers’ Association, The 
Municipal Yearbook, and, for public-school teachers, periodic surveys by the Nationa 
Education Association 

6k. g., T. N. E. C., Hourly Earnings of Employees in Large and Small Enterprises 
(Monograph No. 14), circa 1989. Cf., supra, p. 11, note 8: Petroleum, pp. 29-80; Work 
Clothing, pp. 812:13; Household Furniture, p. 312; Structural Clay Products, pp. 3, 11 
Men’s and Boys’ Dress Shirts and Nightwear, pp. 411—412; Leather Tanning and Finishing 
p. 14; Cotton Textiles (Rept. No. 82), November 1954, pp. 26-27. 

1. g., U. S. Department of Labor, Bureau of Labor Statistics, Department and Clothing 
Stores, 1945 (wage structure series 2, No. 26), p. 8, reaffirmed in Department and Women's 
Ready-to-Wear Stores, 1948 (wage structure series 2, No. 68), p. 5. 

8). g.. Stanley L. Balmer and Joel Dean, Gearing Salaries of Nationwide Chains to 
the Geographical Stucture of Wages, Journal of Business, vol. 20, April 1947, pp. 96-115 
Note that regions are specifically eliminated as a necessary element in the setting 
wages by retail chains. City size is the only factor considered. 
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small businesses—particularly those in the smaller markets—than of those of 
the large corporations in the big metropolitan centers. Indeed, the necessity for 
operational flexibility in the employment of key personnel is probably greater 
for the employer of 20 than for the employer of 2,000. Yet, a so-called single 
prevailing minimum places an unwarranted burden on those least able to carry it. 

A recognition of this fact leads to a choice between two alternatives. One is 
a dollar standard which is low enough to be equitable for the lowest legitimate 
segment of any covered industry; the other is multiple standards which recog- 
nize the diversity of wage structures. Neither of these alternatives simplifies 
the administrative problem. The first would reduce the effectiveness of dollar 
standards as an investigatory tool. The second would require numerous in- 
dividual determinations undoubtedly based on industry hearings.” TFither choice 
adds to the administrative burden. On the other hand, administrative efficiency 
cannot be raised to a principle of statutory construction. The intent of Congress 
for an equitable application of the act to all segments of the economy cannot be 
submerged by the dictates of administrative convenience. 

Ill. Changes in levels for dollar standards must be based on relevant criteria. 

After it has been determined whether to use flexible or inflexible salary tests, 
the problem arises as to the specific level at which the tests should be set. Any 
formula that is used must take into account the conflicting considerations of 
administrative efficiency and congressional intent. The first consideration argues 
for a high standard—in theory, sufficiently high so that salary alone would be 
a sure guidepost in the identification of exempt employees. Congressional in 
tent argues for a standard low enough to accommodate the lowest paid, otherwise 
exempt, job. Adherence to the consideration of efficient administration alone 
would result in labeling as nonexempt many exempt jobs; while adherence to a 
literal interpretation of congressional intent would call for a dollar standard so 
low that it would be of no practical value to either the Wage-Hour Division, 
or to employers. A compromise is obviously in order. 

Stated descriptively, a compromise calls for a dollar standard which offers 
some degree of administrative utility but which, at the same time, minimizes 
a distortion of congressional intent. A prevailing minimum, or typical minimum 
concept—assuming that these terms can be given some reasonable precise 
definition—may be useful if the area for the determination of such minimums 
makes sense in terms of existing salary structures. For example, in local 
product market industries the area of determination could reasonably be based 
(1) on a particular industry, (2) on city size, and/or (3) on establishment size. 
A prevailing minimum for a particular exempt category is, as we have pointed 
out, inequitable if applied on a nationwide basis unless it is set at a very low 
level. 

Perhaps the question is—How many otherwise exempt jobs shall be declared 
nonexempt for the sake of administrative efficiency? At some point this question 
has to be answered. Perhaps more important than the precise answer is the 
method by which it is reached. In our judgment, the answer has to be based on 
a careful analysis of salary data for exempt jobs viewed according to existing 
compensation patterns. Eventually a determination has to be made as to just 
what percentage of establishments or employees will be sacrificed for the sake 
of administration. 

The general formulation applies whether inflexible or flexible standards are 
used. With inflexible standards, the percentage factor cannot be applied on a 
nationwide basis without creating substantial inequities in the application of the 
law, or without vitiating almost completely the identification purpose of salary 
tests. This is because the percentage factor must be applied to the lowest paying 
segment of any covered industry or else congressional intent will be thwarted 
and economic discrimination against some industries will surely result. With 
flexible standards, the percentage is applied separately to each appropriate seg- 
ment of a covered industry. For example, after holding a special hearing for 
the broadeasting industry it might conceivably be determined that city size is 
the only basic salary differentiating factor in this industry. If this were the 
case, the appropriate city-size groupings would be defined and the percentage 
factor would then be applied by some reasonable method to be determined at 
the broadcasting industry hearing. 

In determining the specific level of the salary tests many factors have been 
suggested as appropriate criteria. We have already considered immediatel) 


19Industry wage determinations are made under most State minimum-wage laws and a 
substantial number of them use market-size breakdowns within certain industries as well. 
Locality wage determinaitons are made under thy provisions of the Davis-Bacon Act and 
other Federal statutes. 
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above the one criterion which we submit is, by far, the most significant—namely, 
the application of a percentage factor to current salary data for exempt jobs in 
particular segments of particular covered industries. Several criteria suggested 
by others are discussed briefly below. 

1. Cost of living.—It can be argued that cost of living changes are as good a 
yardstick as any other if a careful reexamination of the dollar standards 
problem is not to be undertaken. From 1949 to October 1955, the Consumers’ 
Price Index increased 12.9 percent. Thus, the real wages equivalents of the 
current standards will be maintained by applying this increment in the cost 
of living to the current standards. Even this increase would not be equitable 
for certain segments of industry. 

2. Minimum wage.—In anticipation of the contention that the minimum wage 
has been raised by more than the cost of living increase and, a fortiori, the 
salary tests should be changed in the same proportion, it should be emphasized 
that there is no logical relationship between raising the real subsistency standard 
of living and setting salary tests for exempt workers at well above that sub- 
sistence level. It can be argued with some degree of persuasion that the real 
minimum wage should be increased for social and humanitarian reasons. But 
these arguments can hardly be advanced for the salary levels under consid- 
eration. 

3. Hconomic impact of revising current salary standards on the economy. 
The wage-hour report provides no information on the aggregate increase in 
total salaries that might result from revised salary tests. This is somewhat 
surprising in view of the obvious cost impact to employers and the obvious addi- 
tion to total money incomes at a time when the economy is booming and the 
problem of the day is curbing inflation. 

Upward revisions of the salary tests will boost costs and incomes by: 

(a) additional overtime pay to many employees now considered exempt, 

(b) direct salary boosts to maintain exemptions, 

(c) indirect salary boosts to maintain salary differentials, 

(d) indirect wage boosts to maintain nonexempt-exempt differentials, 
and 

(e) additional overtime pay and direct and indirect salary increases be 
cause of the yet unconsidered, but probable, increase in the $100 salary 
level which now permits use of the shortcut tests in determining exempt 
status. 

1, Salary trends for erempt workers.—We have not presented salary trends 
data from 1949 to the present because: 

(a) We do not have such data. 

(b) We present detailed data in Part IV of this report on current salary 
levels for exempt jobs and we contend that this data is sufficient in the 
setting of appropriate salary tests for the radio and television broadcasting 
industry. 

(c) Even if we had such trends data, its use would only perpetuate, and 
probably magnify, errors caused by the 1949 determination of the current 
salary tests. This is because, to the extent of our knowledge, this determi- 
nation was not based on the concept of a percentage factor applied to par 
ticular segments of particular covered industries. 

5. Wage trends for nonerempt workers.—Changes in the levels of nonexempt 
wages are relevant only to the extent that they correlate with changes in levels 
for exempt salaries. More complete information on the nature of this correla- 
tion is essential before such important decisions are premised on its existence. 
There is reason to believe that, at least in some industries, there is a substantial 
lag between movements of wages of exempt and nonexempt workers. 

IV. Increases in dollar standards will bring about discriminatory hardship 
to small market broadcasters who are already harassed by a multiplicity of 
wage-hour problems. 

Increases in dollar standards for exempt work are of chief concern to broad- 
easters in the smaller markets and in the small stations in or adjacent to the 
larger metropolitan centers. These are small station operators and there are 
many of them. They operate in radio with staffs of from 7 to 15 people, and 
with revenues from $50,000 to $125,000 per year, contributed in large part by 
oecal advertisers. They serve a local market with what is, for the most part, 
i locally developed product. The service for a full-time station is normally 
16 to 18 hours per day, 7 days per week. The revenue they cen get, the profit 
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they can make, and the wages they can pay are limited by the economics of the 
community which they serve. 

These stations, because of their size and the nature of their business, have 
had their share of wage-hour problems. They sometimes look with envy on the 
many smali businesses with whom they associate and who are not subject to the 
overtime requirements of the act. 

If inequitable dollar standards are imposed upon these broadcasters, they 
will be just one more wage-hour burden—a burden which is built upon the re- 
quirements and needs of the major manufacturing industries and which is com- 
pletely unrelated to their small market conditions. This burden will be just one 
more straw. The back of the camel will probably not break but it will be sorely 
and unjustly tried. 

On the following pages is set forth a description of the impact of this problem 
on broadcasting. 

1. A description of the industry.—Broadcasting data has two major com- 
ponents—radio and television. In both its aspects broadcasting is a local product 
industry insofar as the stations are concerned. Some radio stations and, as of 
the present writing, most of the television stations are affiliated with nation- 
wide networks which provide, on a contract basis, program material which is 
disseminated to the listening and the viewing public through local stations. In 
radio the extent of the local coverage depends upon the power of the trans- 
mitting facilities. For the typical small-market station with 250 watts of power 
the daytime radius coverage will be 18 to 25 miles and the nighttime coverage less 
than half of this. In television there tends to be much greater uniformity in 
coverage because television is, at least theoretically, a line of sight transmission 
medium. The typical television station signal will reach out about 55 miles. 

Revenue for radio and television stations comes from three major sources if 
they are network affiliates and from two major sources if they are independent 
The three sources are networks, national spot—that is, money spent directly o1 
local stations by national advertisers—and local. An independent station 
naturally gets no network revenue. The overwhelming percentage of a small- 
market station’s revenue is from local advertisers. 

As of February 1, 1955, there were 2,686 AM, or standard, broadcast stations 
on the air. These stations were located in over 1,200 cities and towns throughout 
the United States. As of September 25, 1955, there were 441 television stations 
on the air. They were located in approximately 250 cities and towns. At the 
present stage in the growth of the television industry, which is really no more 
than 10 years old from a commercial point of view, the stations tend to be found 
in the larger markets. Eventually smaller-market stations will be economically 
feasible, although, because of different operating cost structures between radio 
and television, it is unlikely that the distribution of television stations will be 
as broad as that found today in radio. The following is a distribution of radio 
and television stations by market size: 


TABLE 6 Radio and television stations by market size 





Market size area haaahizal eee 
AM statio tat 
Less than 10,000 io 
10,000 to 24,999 = 
25,900 to 49,999 Qr4 
50,000 to 99,999 = 
100,000 to 249,999 a3 
250,000 to 499,999 287 
500,000 to 999,999 as 
1,000,000 to 2,500,000_— = 
Over 2,500,000. . .. 
Total ioe - 
1 City sizes are based on standard metropolitan areas and on 1955 population estimates in Sales Mar 
ment’s Survey of Buying Power. 2 
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The outstanding characteristic of the broadcasting industry in terms of the 
problem here being considered is its diversity. This diversity is reflected in 
prices for the product, revenue, operating expense, number of employees and wage 
rates. Most of these elements of diversity relate to size of operation. As with all 
jocal-product industries, there is a substantial correlation between size of estab- 
lishment and market size. When a business is engaged in servicing a local com- 
munity, the size of that community places an outer limit on the size of that 
business. 

Illustrative of the correlation between establishment size and market size is 
the breakdown of average per-station employment in radio according to market 
size as shown in table 7. 


TABLE 7.—Radio station employment size according to city size * 


A verage A verage 

radio sta- radio sta- 

Market size 2 tion em- Market siz tion em- 

ployment ployment 

size size 
Less than 10,000 10.0 500,000 to 999,999 31.3 
),000 to 24,999 13.3 1,000,000 to 2.5 million 44.0 
25,000 to 49,909 16.8 Over 2.5 million 43. 6 
50,000 to 99,999 ‘i 17. ~— - 
100,000 to 249,999 — 24.3 || Nationwide average -- al 19. 6 
Sty Gl SEs sb 6dcctbdeheeteeceae 25.9 |} 


Nationa) Association of Radio and Television Broadcasters, employer-employee relations department, 
Radio: Wages, Hours, Employment, 1955—Part 3, Summary and Analysis (Wash: NARTB, December 
1955 (forthcoming), pp. 14 to 16. 

See note on preceding table 6. 


We have made studies of correlation coefficients, for other purposes, of revenue 
size and employment size in radio broadcasting. The correlation coefficient is 
+0.7 or more. Therefore, this is some indication that if employment size varies 
directly with city size, then revenue size will also vary directly with city size. 

In evaluating the above figures, it is important from an operational point of 
view to keep in mind that the station in the market of 12,000 is for all practical 
purposes on the air just as much time as the typical station in the market of 
500,000. Except for the daytime-only stations, the overwhelming majority of 
radio stations operate 16 to 18 hours a day, 7 days a week. To cover this amount 
of air time with a staff of 9 or 10 people presents a real challenge to operating 
ingenuity. 

2. Wage structure in broadcasting.—In radio broadcasting we have detailed 
salary data for two generally exempt jobs found in practically all radio stations 
regardless of the size of these stations—program manager and chief engineer. 
Brief job descriptions ” for these two jobs are presented in appendix A. 

The subsequent salary data has been taken from parts I and III of our recent 
survey of wages, hours, and employment in radio broadcasting.” That salaries 
in this industry, like all local product market industries, vary directly with city 
size may be seen from table 8. Note that the nationwide averages at the bottom 
of this table are practically meaningless when considering the wage structure of 
radio broadeasting. Table 9 shows that the situation is no different for six 
generally exempt jobs in television broadcasting.” 


” Prepared by the National Association of Radio and Television Broadcasters, employer- 
employee relations department. 

21 Cf., supra, p. 23, note 1. 

*2 Unless otherwise noted, all wage and employment data provided for television has 
been taken from a forthcoming survey prepared by the National Association of Radio and 
Television Broadcasters, employer-employee relations department, covering September 1955. 
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TABLE 8.—Average gross weekly wages for program managers and chief engineers 
in radio broadcasting, February 1955 


Market size Program Chief en- 

manager gineer 
Less than 10,000 $83. 11 $29 AS 
10,000 to 24,999 8&6, 67 91. 44 
25,000 to 49,999 92. 21 Of 3 
50,000 to 99,999 109. 55 100. 68 
100,000 to 249,999 108, 13 112. 39 
250,000 to 499,999 120. 33 120). A€ 
500,000 to 999,999 130. 65 138, 

1,000,000 to 2,500,000 150. 03 14 
Over 2,500,000 144. 22 140. 
Nationwide average 104. 06 105. 44 


TABLE 9.—Percentage salary differentials based on the average gross weekly 
salary for each of 6 generally exempt jobs in television broadcasting * 


Chief Program | Producer Art Promo- Farm 


Market size engineer | manager | director director tion director 
Inanager 
Less than 25.000... 107 103 100 102 100 | 
25,000 to 99,999 100 100 100 101 101 } Lo 
100,000 to 249,999 120 119 10 100 106 l 
250,000 to 499,999 129 117 108 | 26 120 | 144 
500,000 to 999,999 5 149 144 115 | 135 143 13 
Over 1,000,000_-. 159 | 152 138 | 157 176 
Nationwide average aad 127 122 112 118 127 12( 
| | 


1 The lowest average weekly salary for each job=100 


The economic impact of revised salary tests in radio broadcasting cannot be 
evaluated in terms of the above salary data even though they are arranged by 
city sizes. This is because these are typical figures—in this case, means. To 
ascertain the effect of an upward revision of the current salary tests, it is vital 
to look not at average salary figures but at frequency distributions of actual 
salaries. Unfortunately, notice of the subject hearings was not received sufli- 
ciently early to allow such frequency distributions to be formulated from our 
basic data. However, we do have: (1) medians showing the effect of changed 
salary tests on approximately 50 percent of all stations in a particular city 
Size; (2) “middle 50 percent” figures showing the effect on approximately 25 
percent and 75 percent of all stations; and (3) we have computed especially 
for this hearing the salary levels at which 10 percent of all stations would be 
affected. 

The economic impact of revised salary tests in radio broadcasting may be 
evaluated, at least partially, from table 10. This table shows the salary levels 
which would affect 10 percent, 25 percent and 50 percent of all establishments 
in each of 9 city-size categories. In the 2 largest market sizes, the data is 
further broken down by large stations (30 or more employees) and small stations 
(less than 30 employees). The influence of establishment size is clearly ap- 
parent and, if the data were readily available, would probably be reflected in all 
cities of 100,000 or more. 

The following table shows the salary levels at which 3 generally exempt 
broadcasting jobs would be rendered nonexempt according to 3 different cut 
off percentages. The percentages are based on establishments affected. The 
wage rates are broken down by market size. 
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TABLE 10.—Salary levels for 2 generally exempt radio jobs 


| Estimated | Percent of | Weekly salary levels for 


number of | stations generally exempt jobs 
Market size } Stations | affected by _ 
in each varying 
| market size jsalary levels|) Chief en- Program 
gineer manager 
Less than 10,000.- ‘ 624 10 $66 $65 
25 75 74 
0 82 82 
10,000 to 25,000 621 10 75 6s 
25 | 7¢ 
E iO 00 RE 
2.000 to 50,000 . 354 10 76 70 
25 87 &1 
50 97 90 
50,000 to 100,000 ; 62 10 71 75 
25 82 84 
50 17 106 
100,000 to 250,000 _ - 287 10 77 47 
25 8) 92 
50 109 | 107 
250,000 to 500,000... .- 7 225 10 90 8 
25 98 97 
5O 116 116 
500.000 to 1,000,000 245 10 91 42 
2 106 102 
50 136 12¢ 
1,000,000 to 2,500,000 93 10 105 SO) 
25 122 109 
50 146 128 
2,500,000 and over 175 10 100 101 
25 120 114 
() 136 137 
1,000,000 to 2,500,000 
Smal] stations (less than 30 employees). 10 81 
25 4) ss 
50 110 90 
Large stations (30 or more employees 10 126 101 
25 150 129 
5O 177 15¢ 
2,500,000 and over 
Smal] stations (less than 30 employees 10 76 81 
25 uw a0 
50 103 105 
tations (30 or more employees 10 135 130 
25 166 1A 
50 185 185 


It may be seen from table 10 that there seems to be a break in the data 
between cities with a population of 250,000 or less and those above. In the 
cities up to 250,000 (comprising about 79 percent of all radio stations), 10 percent 
of all radio stations would be affected by salary tests varying from $65 to $77— 
the unweighted mean is $71 and 6 of the 10 figures being averaged are at or 
below this mean. For these same cities, the 25 percent impact varies from $74 
to $92—the unweighted mean is $82 and 6 of the 10 dollar figures being averaged 
are at or below this mean. , 

The economic impact of revising the salary tests on television broadcasting 
is revealed in table 11. Brief job descriptions for 4 of the 6 jobs contained in 
this table are presented in appendix A.” It may be seen from table 11 that, with 
one exception, the 10 percent impact for program managers and chief engineers 
is reached at the $100 (or higher) level. But the job of producer-director, 
exempt as an executive-professional employee, would be subject to the 10 percent 
impact at levels varying from $75 to $90—4 of the city sizes are at $75 or $76, 
one at $80, and one at $90. The 25 percent impact is from $75 to $105—2 city 
sizes are at the $80 level and one city size is at each of the $75, $80, $90, and $105 
levels. 

The following table shows the salary levels at which 6 generally exempt broad- 
casting jobs would be rendered non-exempt according to 3 different cutoff 
percentages. The percentages are based on establishments affected. The wage 
rates are broken down by market size. 

The remaining two jobs, program manager and chief engineer, are basically similar 


in job content to the two jobs with the same titles in radio broadcasting. The latter two 
jobs are described in appendix A. 
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TABLE 11.—Salary levels for 6 generally exempt television jobs 





Estimated | Percent of Weekly salary levels for generally exempt jobs 
number of stations 7 
stations affected 
Market size |} ineach by varying| Chief Pro- Pro- Art Pro- Farm 
market saler engi- rram ducer dire motion} dire 
size levels neer man- | dir tor man- tor 
ger tor ager 
Less than 25,000. 4} 10 $110 $100 $80 $61 $50 (1) 
25 125 105 S85 65 60 ( 
A) 140 125 90 75 85 (1) 
25,000 to 100,000 83 10 100 $f) 75 5A 55 Al 
25 110 110 75 65 70 70 
a0 125 125 85 80 95 75 
100,000 to 250,000. ; 103 10 116 101 76 51 61 1 
25 130 125 85 65 70 oO 
0) 145 150 05 RA 90 05 
250,000 to 500,000 73 10 125 125 75 65 55 5 
25 135 130 80 R] RS 100 
54) 160 145 100 95 105 135 
500,000 to 1,000,000 . 65 10 150 130 76 76 76 7 
25 155 150 90 85 95 95 
50 180 180 100 100 125 120 
Over 1,000,000. _- 62 10 150 120 oO 90 76 ( 
25 190 175 105 100 115 (i 
50 205 190 126 130 | 145 (1) 


1 Insufficient data. 


Referring to the second page of table 11, it may be seen that the level of wages is 
considerably lower for these three generally exempt jobs than for those on the 
first page of thistable. Here, the 10 percent impact is reached, on the average, at 
$55 for television stations in the smallest 2 city sizes, and the 25 percent level 
varies from $60 to $70. In the cities with over 100,000 population, 2 of the jobs, 
art director and promotion manager, show generally the same percentage-impact 
pattern. The 10 percent in the 2 cities with a population falling within 100,000 to 
500,000 varies from $51 to $65 and, in the 2 largest city sizes from $76 to $90. The 
third job, farm director, is at a higher salary level, but even here the 10 percent 
impact never reaches $100 in any market-size group. The 25 percent impact 
reaches $100 in only 1 large city size, and $100 would affect 50 percent of all 
stations in the 2 (probably 3) lowest city sizes. 

3. Conclusion.—From this large volume of data let me make four short points 
which provide the crux of the broadcasting industries stake in this vital 
problem : 

(a) Small market stations are low cost, low revenue, small staff operations pro- 
viding a local service to their listeners 16 to 18 hours per day, 7 days per week. 

(b) Broadcasting at the station level is a local product market industry. 

(c) As with ali local product market industries, wages and salaries in broad- 
easting vary directly and substantially according to market size and establish- 
ment size. 

(d) Increases in the current dollar standards which would cause an unreason- 
able degree of dislocation among otherwise exempt employees will further compli- 
cate the already difficult problem of small station compliance with the Wage-Hour 
Act. 

APPENDIX A 


Jon DiesckiPpTiICNS FOR SELECTED RADIO AND TELEVISION JoRS 


Promotion manager —telcvision 


Supervises and directs the work of the employees of the promotion department. 
Plans and directs sales promotion campaigns designed to sell the station’s time 
placed in newspapers, magazines, radio and television, etc. Plans campaigns 
designed to build audience for station. Develops publicity for station and station 
personalities in newspapers, magazines, trade press, ete. Supervises the plan- 
ning and execution of merchandising campaigns for advertisers. Coordinates 
with sales department, programing department, advertising agencies, ete. 


Producer-director—television 


Supervises the general planning of a program. Disburses funds from the pro- 
¢sram budget for various program elements. Selects scripts, determines sets and 
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props required, secures guest, selects talent, selects music. Rehearses the cast, 
perfects performance, and directs on-the-air program. 


Art director—television 

Consults with producer-director to determine the visual elements of the pro- 
gram. Selects, often in consultation with the producer-director, the necessary 
sets and props. Creates the sets or props if required. Directs the work of 
artists in creating visual elements of the program. Supervises the installation of 
the sets and props by floormen. Often, in consultation with the promotion man- 
ager, plans and creats visual audience and sales promotional material for the 
station. 
Farm director—television 

Plans and supervises the execution of programs directed at farm audience. 
Usually appears on the air on farm programs. Supervises the building of scripts, 
gathering of farm news. Prepares programs from personal observation, inter- 
views with news services, ete., consultation with farm experts. 


Head of film department—television 

Supervises the film department employees who splice and edit all film used on 
the station. Often recommends the purchase of feature and syndicated film. 
Often responsible for buying routine film, standby film, or securing free film. 
Often schedules or assigns work to projectionists. If station does any orig- 
inal filming, the film director often assigns crews and supervises the developing 


of this film. Recommends the purchase of necessary equipment. 
Chief engineer—radio 

Supervises the operation of the station’s tec hnles al equipment, both studio and 
and transmitter. Supervis the assignment of control room engineers, trans- 
mitter aastauun: and maintenance engineers. Generally hires and fires or 


recommends, establishes workweek and schedules and assignments. Directs 
installation and construction, maintenance and major repair work. Plans 
expansion of facilities. Makes effective recommendations for the purchase 
of equipment. 
Program director—radio 

Administers program department, determines salaries in cooperation with 
the general manager, plans overall program schedule, auditions and employs 
talent, plans and creates programs in consultation with program department. 
Makes policy recommendations concerning type of programs to be carried. 
Oversees the budget requirement for the program department. Purchases 
packaged programs from agencies or producers. Coordinates with chief engineer 
in arranging for the necessary technical equipment and crews. Coordinates 
with promotion department to develop promotion and publicity for programs. 
Coordinates with sales department in developing programs which have sales 
value. 

Mr. Grirrin. A dollar an hour does not bother you at all? 

Mr. Towrr. The minimum wage problem is not a critical one for 
broadcasters. 

Mr. Grirrrn. I have no other questions. 

Mr. Ketter. Mr. Holt? 

Mr. Hour. In looking at your list here hurriedly, there are more 
AM radio stations that do not belong to your associ: ition than do. 

Mr. Tower. That is correct. 

Mr. Horr. That is one of the questions I had. How about tele- 
vision ¢ 

Mr. Towrr. In present membership I think we are over 50 percent 
in television. The figure is there. I think it is around 65 pervent 
or somewhere in that area. I might say, Congressman Holt, that v ‘at 
we are doing here, what we are proposing will not benefit the big 
stations. It will not benefit the networks. It will benefit the small 
market stations. We have a substantial number of theses in mem- 
bership but it may be because of their size that our percentage in 


89327—57—pt. 1——31 
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this group of members to the total population of small market stations 
is less than it might be in some of the bigger city-size categories. 
This is because they are very small people operating on very low 
budgets. 

It is so in all industries that by and large have trade associations, 
the very small units, some of the marginal, are not members. 

What we are saying here will help them whether they are mem- 
bers or not. 

Mr. Keizer. Mr. Landrum? 

Mr. Lanprum. I have two short questions of Mr. Cole. 

How large is your staff operating your station in South Boston ? 

Mr. Core. Seven full-time employees and four part-time employees 
and myself? 

Mr. Lanprum. How many of these seven full-time employees do so- 
called combination work ? 

Mr. Core. All of them. 

Mr. Lanprum. All of them do combination work ? 

Mr. Cote. Yes, sir. 

Mr. Lanprum. Is your station considered to be typical of the small 
market that you talk about? 

Mr. Cote. I believe it is, sir. 

Mr. LanpruM. Would you agree with that, Mr. Tower? 

Mr. Tower. Yes, I would think that generally speaking his station 
is typical. 

Mr. Lanprum. That is all I have, sir. 

Mr. Ketiry. Thank you very much, gentlemen. 

(Information requested of the witness by Hon. James Roosevelt and 
Hon. Joe Holt, Representatives in Congress from the State of Cali- 
fornia, was subsequently furnished, and follows :) 

NATIONAL ASSOCIATION OF RapIO AND TELEVISION BROADCASTERS, 
Washington, D. C., April 3, 1957 
Mr. JAMES BREWBAKER, 
Counsel, House Committee on Education and Labor, 
House Office Building, Washington, D. C.: 

The following material is in response to requests made by Congressman Roose- 
velt and Congressman Holt at the time of our presentation of testimony on March 
20 and 21: 

1. Distribution of radio and television stations—NARTB membership and total 
industry. Included are three breakdowns of the NARTB radio membership as 
compared to the total radio industry. One breakdown is by market size, another 
by power size, and the third by network affiliation. A fourth table shows a 
market-size distribution for TV stations. 

2. Group ownership of radio stations as defined by 1957 Broadcasting Year- 
book-Marketbook. 

3. Group ownership of television stations as defined by Television Factbook 
(spring-summer, 1957). 

4. Group ownership of radio and television stations in NARTB membership 
as defined in accordance with NARTB’s combination dues requirements. 

5. Summary and listing of radio stations located outside of standard metro- 
politan areas, December 15, 1956. 

6 Summary and listing of television stations located outside of standard 
metropolitan areas, February 1957. 

There is one breakdown that we had hoped to provide which is not ineluded. 
This is a group-ownership breakdown of radio and TV stations according to the 
group-ownership rule nsed by the Federal Communications Commission in con- 
nection with the application of its multiple-ownership rule. Upon checking 
into the problem of developing a list of these stations, we found that it is an 
almost impossible job. It is a task that even the FCC itself, which licenses all 
stations and which in doing so applies a multiple-ownership rule, has not under- 
taken. There is nowhere in existence, to our knowledge, a list of stations whose 
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ownership is such that they can be regarded as group-owned under the Com- 
mission’s multiple-ownership rule. The Commission does have a card file contain- 
ing about 50,000 cards with a card for each person who owns an interest in a 
radio or TV station. To go through this card file and come up with a list of 
group-owned stations by the Commission’s multiple-ownership rule is a tre- 
mendous task. 

As we stated for the record at the time of the hearing, the most generally 
used statistics on group ownership are those contained in Broadcasting Yearbook 
and Television Factbook. Indeed, we are told that the FCC staff officials use 
these sources themselves for many purposes. 

Copies of the same material have been given to all members of the sub- 
committee. 

Personal regards. 

Sincerely yours, 
Crarites H. Tower, Manager, EERD. 


(The information referred to is as follows :) 
Distribution of radio stations, NARTB membership and total industry 


I, CITY SIZE 


— a aaa 


} y r mn 
Number of radio NARTB 
stations * in— membership 
City size ' (population) a ; as a percent 


of total 
NARTB lot industry 
membership industry 


——— 


2,500,000 and over.....-.-- ; : | 39 78 | 50 


1,000,000 to 2,500,000 at cl 54 101 | 52 
500,000 to 1,000,000 R2 159 | 59 
250,000 to 500,000 150 278 54 
100,000 to 250,000 Is s3¢ 6 
50,000 to 100,000 _- 5] 104 49 
25,000 to 50,000 : 201 377 | 52 
10,000 to 25,000 298 642 | 44 
Less than 10,000... é 301 1, 063 | 28 
—| — — . 
Total. ss onuwonel 1, 361 } 3, 138 | 43 


1 Population estimates based on 1950 United States census of population, generally using metropolitan 
area population where involved. 
2 As of Feb. 1, 1957, from NARTB records including 133 stations with construction permits but not on 
the air. 
Il. POWER SIZE 


Number of radio 
stations 3 in— 


NARTB 
membershiy 
as a percent 

oi tot 

industry 


Power size (watts mecliabiiasies a —o 


NARTB Tota 


—_—_—— 


membership industry 





10,000 and 50,000 O7 139 70 
500, 1,000 and 5,000 792 1, 855 | 4 
100 and 250 72 1, 144 | 4] 
Total 1, 361 3, 138 43 
Sa eae ne I A ! 
7 As of Feb. 1, 1957, from NARTB’s records. 
Il. NETWORK AFFILIATION (4 NATIONWIDE NETWORKS 
Number of radio NARTB 


stations 4 in 


membership 
as a percerit 


of total 


NARTB Total industry 
membershiy industry 
Network affiliates Si4 1, 313 il 
Independents 425 1, 622 2 
Potal 1, 229 2, 9 2 
*AsofJ 1, 1956, from NARTSB records (latest available figures). 
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Distribution of TV stations, NARTB membership, and total industry 


| Number of TV NARTB 
stations ? in— membership 
City size ' (population f | as a percent 
of total 
NARTB Yotal industry 
member ip lustry 7 
2,500,000 and over 2” 31 | 65 
1,000,000 to 2,500,000... __ 24 41} 59 
500,000 to 1,000,000 i4 67 
250,000 to 500,000 63 12 56 
100,000 to 250,000 73 128 | 57 
50,000 to 100,000 25 64 
25,000 to 50,000 4( 105 44 
10,000 to 25,000 1 SS 35 
Less than 10,000 37 14 
rotal_ 22 f ] 
1 Population e l l « tropolitan 
area population v 
2 As of Feb. 1, I \ l l but 
not on the air, 37 suspende Stations, and ¢ juding 4 I at th construction t 


or on Lie alr. 


GROUP OWNERSHIP OF RADIO STATIONS AS DEFINED BY 1957 BROADCASTING YEARBOOK- 
MARKETBOOK 


I. Total number of group stations, 609; (@) Percent of total industry, 19.8. 
II. Number of NARTB group members, 292; (a) Percent of total NARTB 
membership, 21.6. 
III. Definition of group ownership: 
(a) Three or more radio stations with a controlling financial or manage- 
ment interest; 
(b) No specific percentage figure was used to define financial interest but 
a subjective evaluation was made to determine whether the group or in- 
dividual actually controlled the operations of the station ; 
(c) In a few cases where an individual or group clearly controlled some 
stations and had only a noncontrolling interest in other stations, these 
other stations were also noted. 


GROUP OWNERSHIP OF TELEVISION STATIONS AS DEFINED BY TELEVISION FACTBOOK 
(SPRING-SUMMER 1957)? 


2 


I. Total number of group stations, 175; (@) Percent of total industry, 35.3. 
II. Number of NARTB group members, 130; (@) Percent of total NARTB 
membership ; 40.6. 
III. Definition of group ownership: 
(a) Two or more television stations excluding satellite stations except in 
one case; 
(6) Minimum percentage figure to determine financial interest was 5 
percent and all with 50 percent or more were included ; 
(c) Between 5 and 50 percent, a subjective evaluation was made to de- 
termine whether the group or individual actually controlled the operations 
of the station. 


GROUP OWNERSHIP OF RADIO AND TELEVISION STATIONS IN NARTB MEMBERSHIP AS 
DEFINED IN ACCORDANCE WITH NARTB’S COMBINATION DUES REQUIREMENTS e 


I. Total number of group stations in NARTB membership, 526; (a) percent 
of total NARTB membership, 31.4. 

II. Definition of group ownership: (@) Any two or more radio and/or tele- 
vision stations in which ownership or financial control of * * * 50 percent or 





1Published by Broadcasting-Telecasting (magazine) as of December 15, 1956. 

2 Published by Television Digest as of February 1957. 

®From NARTB membership records as of Feb. 1, 1957, and 1957 Broadcasting Year- 
book-Marketbook. 
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more of each and all such stations is held by the same firm, corporation, part- 
nership, individual, or group of individuals, except AM-FM and AM-TV com- 
bpinations * in the same market. 


SUMMARY OF RADIO STATIONS LOCATED OUTSIDE OF STANDARD METROPOLITAN AREAS, 
DECEMBER 15, 1956 ° 


I. Total number of stations located outside of standard metropolitan areas, 
1921; ° (a) percent of total industry, 62.3: 
1. AM only: 1703" 
2. AM-FM: 197° 
3. FM only: 21 
II. Number of NARTB members located outside of standard metropolitan 
areas, 772; (a) percent of total NARTB membership, 56.1 percent. 


Rapio STATIONS ® LocATED OUTSIDE OF STANDARD METROPOLITAN AREAS ® 


DECEMBER 15, 1956 








ALABAMA 
1. WAVU—Albertville 386. WHRT—Hartselle 
2. WRFS—Alexander City 87. WBHP—Huntsville 
38. WCTA—Andalusia 38. WF UN—Huntsville 
4. WANA—Anniston 39. WHBS—Huntsville 
5. WHMA—Anniston 40. WPBB—Jackson 
6. WSPC—Anniston 41. WWWLB—Jasper 
7. WJIMW—Athens 42. WRLD—Lanette 
8. WATM—Atmore 3. WJ AM—Marion 
9. WAUD—Auburn 44. WMFC—Monroeville 
10. WEBJ—Brewton 45. WLAY—Muscle Shoals 
11. WRAG—Carrollton 46. WCRL—Oneonta 
12. WKLF—Clanton 47. WJHO—Opelika 
18. WFMH—Cullman 48. WAMI—Opp 
14. WKUL—Cullman 49. WOZK—Ozark 
15. WAJF—Decatur 50. WFHK—Pell City 
16. WHOS—Decatur 51. WPID—Piedmont 
17. WMSL—Decatur 52. WELR—Roanoke 
18. WXAL—Demopolis 53. WWW R—Russellville 
19. WAGF—Dothan 54. WCRI—Scottsboro 
20. WDTG—Dothan 55. WROS—Scottsboro 
21. WOOF—Dothan 56. WGWC—Selma 
22. WIRB—Enterprise 57. WHBB—Selma 
23. WULA—Eufaula 58. WRWJ—Selma 
24. WWWF—Fayete 59. WF EB—Sylacauga 
25. WTCB—Flomaton 60. WMLS—Sylacauga 
26. WJOI—Florence 61. WHTB—Talladega 
27. WOWL—F lorence 62. WJHB—Talladega 
28. WHEP—Foley 63. WJDB—Thomasville 
29. WF PA—Fort Payne 64. WTBF—Troy 
30. WZOB—Fort Payne 65. WJRD—Tuscaloosa 
31. WSEA—Geneva 66. WNPT—Tuscaloosa 
32. WGYV—Greenville 67. WTBC—Tuscaloosa 
33. WGSV—Guntersville 68. WVNA—Tuscumbia 
34. WJIBB—Haleyville 69. WTUS—Tuskegee 
35. WERH—Hamilton 70. WETU—Wetumpka 


4AM-~TV combinations in the same market are considered by the NARTB for dues 
purposes as group owned but are not generally so considered by most people in the 
industry. Consequently, they are not so considered in the above figures. 

5 Sources: 1957 Broadcasting Yearbook-Marketbook, published by Broadcasting-Tele- 
easting (magazine), and U. S. Census of Population, 1950. 

® Includes 29 stations in the Territories of the United States. 

™Included within these figures are 837 daytime stations (local sunrise to local sunset). 

8 Includes AM-only, AM-FM, and FM-only stations listed in 1957 Broadcasting Year- 
book-Marketbook. published by Broadcasting-Telecasting magazine. 

*® Defined in United States census of population, 1950. 
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ARIZONA 


- KSUN—Bisbee 

2. KPIN—Casa Grande 
3. KCLF—Clifton 

. KHCD—Clifton 

. KCKY—Coolidge 

. KAWT—Douglas 

- KCLS 
8s. KVNA—Flagstaff 
. KWJIB—Globe 

. KDJI—Holbrook 
-. KAAA—Kingman 
2. KNOG—Nogales 
. KYCA—Prescott 
. KGLU—Safford 

. KVNC—Winslow 
i _KOLD—Yuma 

- KVOY—Yuma 

. KYUM—Yuma 





Flagstaff 


ARKANSAS 


. KVRC—Arkadelphia 
. KBTA—Batesville 

. KBBA—Benton 

. KLCN—Blytheville 

. KAMD—Camden 

. KCON—Conway 

. KAGH—Crossett 

- KDQN—De Queen 

. KDMS—El Dorado 

. KELD—El1 Dorado 

. KGRH—Fayetteville 
. KXJK—Forrest City 
. KHOZ 
. KF FA—Helena 
. KXAR—Hope 
. KBHS 
. KBLO—Hot Springs 

. KWFC—Hot Springs 

. KBTM—Jonesboro 

. KNEA—Jonesboro 

. KVMA—Magnolia 

. KBOK—Malvern 

. KAMS—Mammoth Springs 
. KTML—Marked Tree 

. KVSA—McGehee 

. KENA—Mena 

. KVOM—Morrilton 

. KNBY—Newport 

. KOSE—Osceola 

. KDRS—Paragould 

. KCLA—Pine Pluff 

. KOTN—Pine Bluff 

. KPOC—Pocahontas 

. KAMO—Rogers 

3. KXRJ—Russellville 

. KWCB—Searcy 

. KUOA—Siloam Springs 

. KBRS—Springdale 

. KWAK—Stuttgart 

. KRLW—Walnut Ridge 

. KWRF—Warren 


Harrison 








Hot Springs 


KWYN—Wynne 
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CALIFORNIA 


131. KCNO—Alturas 
132. KENL—Arcata 

1383. KAFY—Bakersfield 
134. WBIS—Bakersfield 
135. KERN—Bakersfield 
136. KGEE—Bakersfield 
37. KMAP—Bakersfield 
38. KPMC—Bakersfield 
139. KQXR—Bakerstield 
140. KOWL—Bijou 

141. KIBS—Bishop 
142. KROP—Brawley 
143. KIOC—Calexico 
144. KHSL—Chico 

145. KXOC—Chico 

46. KCRE—Crescent City 
147. KCHJ—Delano 
148. KRDU—Dinuba 
149. KXO—E]1 Centro 
50. KDAN—Eureka 
151. KHUM—Eureka 
152. KIEM—Eureka 
1538. KDAC—Fort Bragg 
154. KNGS—Hanford 
155. KHOT—Madera 
56. KMYC—Marysville 
157. KWIP—Merced 
158. KYOS—Merced 
159. KBEE—Modesto 
160. KMOD—Modesto 
161. KTRB—Modesto 
162. KMBY—Monterey 
163. KXXL—Monterey 
164. KWSD—Mount Shasta 
165. KVON—Napa 

166. KMOR—Oroville 
167. KOXR—Oxnard 
168. KPRL—Paso Robles 
169. KSFP—Petaluma 
170 KTIP—Porterville 
71. KBLF—Red Bluff 


fa eet 





— 


— 


—" 


re 
172. KRDG—Redding 
173. KSDA—Redding 
174. KVCV—Redding 
175. KRCK—Ridgecrest 
176. KRKS—Ridgecrest 
177. KDON—Salinas 


178. KSBW—Salinas 

179. KATY—San Luis Obispo 
180. KVEC—San Luis Obispo 
181. KDB—Santa Barbara 
182. KIST—Santa Barbara 
1838. KRCW—Santa Barbara 
184. KTMS—Santa Barbara 
185. KSCO—Santa Cruz 

186. KCOY—Santa Maria 
187. KSMA—Santa Maria 
188. KSPA—Santa Paula 
189. KSRO—Santa Rosa 

190. KROG—Sonora 

191. KSUE—Susanville 

192. KTKR—Taft 

193. KCOK—Tulare 











194. 


195. 


196. 
197. 
198. 


199. 


200. 


P01. 


202 


203. 


204. 


205 


206. 
207. 


208. 
209. 
210. 


212. 
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CALIFORNIA—continued 


KGEN—Tulare 
KTUR—Turlock 
KUKI—Ukiah 
KUDU—Ventura 
KVEN—Ventura 
KONG—Visalia 
KWSO—Wasco 
KHUB—Watsonville 
KSYC—Yreka 
KAGR—Yuba City 
KUBA—Yuba City 


COLORADO 


KGILW—Alamosa 
KBOL—Boulder 
KRNW—Boulder 
KRLN—Canon City 
KAFA—Colorado Springs 
KRDO—Colorado Springs 


. KVOR—Colorado Springs 


KWBY—Colorado Springs 


8. KVFC—Cortez 
4. KRAI—Craig 
5. KDTA—Delta 


KIUP—Durango 


. KCOL—Fort Collins 
. KHIL—Fort Lupton 

. KFTM—Fort Morgan 
. KGLN 
. KEXO—Grand Junction 
2. KREX—Grand Junction 
3. KF KA—Greeley 

. KYOU—Greeley 

. KBNZ—La Junta 

. KLMR—Lamar 

. KLVC—Leadville 

. KLMO—Longmount 

. KLOV—Loveland 

. KCMS—Manitou Springs 
31. KSLV—Monte Vista 

. KUBC—Montrose 

. KRFC—Rocky Ford 

. KVRH 


Glenwood Springs 





Salida 





235. KGEK—Sterling 


. KOLR—Sterling 
. KCRT—Trinidad 


CONNECTICUT 


. WADS—Ansonia 
. WLAD—Danbury 








240. WMMW—Meriden 
241. WCNX—Middletown 
242. WNLC—New London 
248. WICH—Norwich 
244. WPCT—Putnam 
245. WLIS—Old Saybrook 


. WLCR—Torrington 


WTOR—Torrington 
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DELAWARE 


. WDOV—Dover 


249. WJIWL—Georgetown 
50. WKSB—Milford 


. WSUX—Seaford 


FLORIDA 


WAPG—Arcadia 
WTW bB—Auburndale 


. WBAR—Bartow 


WSW N—Belle Glade 
WTRL—Bradenton 


. WBGC—Chipley 
. WKKO—Cocoa 
. WCNU—Crestview 
30. WISB—Crestview 
31. WDCF—Dade City 


261. WMFJ—Daytona Beach 


. WNDB—Daytona Beach 
. WROD—Daytona Beach 
>. WDSP 


De Funiak Springs 


266. WFNM—De Funiak Springs 


7. WJIBS 
. WDBF 
. WMEG—Eau Gallie 
70. WLCO—Eustis 


De Land 
Delray Beach 


. WFBF—Fernandino Beach 
WETL—Fort Lauderdale 
WWIL—Fort Lauderdale 


. WINK—Fort Myers 

5. WMYR—Fort Myers 

76. WARN—Fort Pierec 

. WIRA—Fort Pierce 

. WFBS—Fort Walton Beach 
. WETW 
. WDVH—Gainesville 
. WGGG—Gainesville 
2. WRUF 
3. WGTO—Haines City 
. WGMA—Hollywood 
. WKWE 
. WRWB—Kissiminee 

. WDSR—Lake City 

. WLAK—Lakeland 

. WONN—Lakeland 

. WIPC—Lake Wales 

. WLBE—Leesburg-Eustis 
. WNER—Live Oak 

. WMAF—Madison 

. WTYS 
. WMMB 
. WEBY—Milton 
. WNOG 
. WSBB 
. WMOP—Ocala 

. WTME—Ocala 

. WWPF—Palatka 

. WWPG—Palm Beach 
. WDLP—Panama City 
. WBOP—Pensacola 


Fort Walton Beach 


Gainesville 


Key West 


Marianna 
Melbourne 


Naples 
New Smyrna Beach 
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305. 
306. 
307. 
308. 
309. 
310. 
311. 
312. 
3138. 


314. 


315. 
316. 
317. 
318. 
319. 
320. 
32 
322. 
323. 
32 
325. 
326. 
327. 
328. 


329. 
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35 . 
360. 
561. 
362. 
363. 
364. 
365. 


366. 


FAIR LABOR 


FLORIDA—continued 


WBSR—Pensacola 
wCcoA—Pensacola 
WEAR—Pensacola 
WPFA—Pensacola 
WPRY—Perry 
WCNH—Quincy 
WFOY—St. Augustine 
WSTN—St. Augustine 
W10D—Sanford 








WTRR—Sanford 
WKX Y—Sarasota 
WSPB—Sarasota 
wsJcM—Sebring 


WwsTU—Stuart 
WMEN—Tallahassee 
WTAL—Tallahassee 


. WTNT—Tallahassee 


WNTM—Vero Beach 
WTTB—Vero Beach 


. WIOE—Ward Ridge 


WEAT—West Palm Beach 
WIRK—West Palm Beach 
WJINO—West Palm Beach 
Winter Haven 


GEORGIA 
WAAG—Adel 


. WALB—Albany 
. WGPC—Albany 
. WJAZ—Albany 


WDEC—Americus 


. WGAU—Athens 


WRFC—Athens 


>}. WMGR—Bainbridge 
. WHAB—Baxley 

. WGIG—Brunswick 
. WMOG—Brunswick 
. WDME 
. WGRA—Cairo 
2. WCGA-} 
3. WCLB—Camilla 

. WLBB—Carrollton 

. WBHF—Cartersville 
3 WGAA—Cedartown 

. WMJM—Cordelle 

8. WCON—Cornelia 

. WGFS—Covington 

. WBLJ—Dalton 

. WRCD—Dalton 

2. WDWD—Dawson 

. WDMG—Douglas 

. WMLT 
. WSGC—Elberton 

;, WBHB—Fitzgerald 
. WFPM—Fort Valley 
. WDUN—Gainesville 


—Buford 


—Calhoun 


-Dublin 


WGAA—Gainesville 
WLBA—Gainesville 
W HIE—Griffin 
WKEU—Griffin 
WKLY—Hartwell 
WCEH—Hewkinsville 
WBGR—Jesup 
WLAG—La Grange 
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367. 
368. 
369. 
370. 
$71. 
372. 
373. 
374. 
375. 
376. 
377. 
378. 
379. 
380. 
381. 
382. 
883. 
384. 
385. 
386. 
387. 
388. 
389. 
390. 
391. 
392. 
393. 
394. 
395. 
396. 
397. 


398. 


399. 
400. 
401. 
402. 
403. 
404. 
405. 
406. 

407. 
408. 
409. 
410. 


GrorGiA—continued 


WTRP—La Grange 
WMGE—Madison 


WMvVG—Milledgeville 
WMRE—Monroe 
WMGA—Moultrie 
WMTM—Moultrie 
WwcoH—Newnan 
WSFB—Quitman 
WLAQ—Rome 
WRGA—Rome 
WROM—Rome 
WSNT—Sandersville 
WWNS—Statesboro 
WGTA—Summerville 
WJAT—Swainsboro 
WSYL—Sylvania 
WSFT—Thomaston 
WKTG—Thomasville 
WPAX—Thomasville 
WTWA—Thomason 
WWwGS—tTifton 
WLET—Toccoa 
WGAF—Valdosta 
WGOV—Valdosta 
WJEM—Valdosta 
WVOP—Vidalia 
WKLE—Washington 
WACL—Waycross 
WAYX—Wapycross 
WBRO—W aynesboro 
WRLD—West Point 
WIMO—Winder 





PATIO 


KBLI—Biackfoot 
KBOI—Boise 
KGEM—Boise 
KIDO—Boise 
KYME—Boise 
KBAR—Burley 
KCID—Caldwell 
KVNI—Coeur d’Alene 
KORT—Grangeville 
KID—Idaho Falls 
KIFI—Idaho Falls 
KART—Jerome 


. KLER—Lewiston 
29. KOZE—Lewiston 
3. KRLC—Lewiston 
. KRPL—Moscow 
5. KFXD—Nampa 

. KSEI 
. KWiK—Pocatello 
. KYTE—Pocatello 
. KPST—Preston 

. KRXK 
. KAYT—Rupert 


Pocatello 


Rexburg 


22. KSPT—Sandpoint 


. KEEP 
. KLIX 


Twin Falls 
Twin Falls 


. KTFI—Twin Falls 
. KWAL—Wallace 
KWEI- 


-Weiser 
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ILLINOIS 


5. WRAJ—Anna 

. WJBC—Bloomington 
. WKRO—Cairo 

. WBYS—Canton 

2. WCIL 
3. WROY—Carmi 

. WCAZ—Carthage 


-Carbondale 


WCNT—Centralia 
WDWS—Champaign 
WEIC—Charleston 


. WHOW—Clinton 
39. WDAN—Danville 
. WITY—Danville 

. WLBK—DeKalb 
2. WDQN—Du Quoin 
. WCRA—Effingham 
. WSEI—Effingham 
5. WFIW 
. WFRL—Freeport 

. WGIL—Galesburg 

. WEBQ—Harrisburg 
. WMCW 
. WIPF— 
. WLDS—Jacksonville 
2. WKAN—Kankakee 

. WKEI—Kewanee 


—Fairfield 


Harvard 
Herrin 


. WLPO—La Salle 
. WPRC—Lincoln 
. WSMI—Litchfield 
. WKAI—Macomb 


.§ WGGH—Marion 

9, WLBH—Mattoon 

. WVMC—Mount Carmel 
. WMIX 
. WINI—Murphysboro 
. WVLN—Olney 

. WCMY—Ottawa 

. WPRS—Paris 

. WBBA—Pittsfield 

. WGEM—Quincy 

. WTAD—Quincy 

. WTAY—Robinson 

. WJIBD—Salem 


Mout Vernon 


71. WSDR—Sterling 


477. 
478. 
479. 
480. 
481. 
482. 
483. 
484. 
485. 
486. 
487. 
488. 


2. WIZZ—Streator 

. WTIM—Taylorville 

4. WILL—Urbana 

. WKID—Urbana 

. WFRX—West Frankfort 


INDIANA 


WCBC—Anderson 
WHBU—Anderson 
WBIW—Bedford 
WFIU—Bloomington 
WTTS—Bloomington 
WBNL—Booneville 
WCSI—Columbus 
WCNB—Connersville 
WBBS—Crawfordsville 
WCMR—BPikhart 
WTRC—Elkhart 
WILO—Frankfort 
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INDIANA—continued 


. WKAM—Goshen 

. WITZ—Jasper 

. WKTL—Kendallville 
. WIOU—Kokomo 

. WASK 
. WLOI—La Porte 

. WBTO—Linton 

. WSAL—Logansport 
. WORX—Madison 

. WBAT—Marion 


Lafayette 





. WMRI—Marion 

. WIMS—Michigan City 
. WPCO—Mount Vernon 
North Vernon 
. WCTW—New Castle 


. WARU—Peru 
. WPGW—Portland 


. WRAY—Princeton 


. WKBV—Richmond 
. WSLM—Salem 


. WJCD—Seymour 
. WTCJ—Fell City 
. WAOV—Vincennes 
. WAIU—Wabash 


513. WRSW—Warsaw 


. WAM W—washington 


5. WBAA—West Lafayette 


IOWA 


. KLGA—Algona 
. KASI—Ames 

. WOI—Ames 

. KJAN—Atlantic 
. KFGQ—Boone 

. KWBG—Boone 





2. KBUR—Burlington 


23. KCIM—Carroll 


. KCOG—Centerville 


25. KCHA—Charles City 
526. KCHE 
27. KCLN 


Cherokee 
Clinton 








28. KROS—Clinton 
29. KSI B—Creston 


548 
549 


. KDEC—Decorach 

. KWLC—Decorach 

. KDSN—Denison 

. KLIL—Estherville 
KFAD—Fairfield 

. KEOK—Fort Dodge 
KVFD—Fort Dodge 
KxXGI—Fort Madison 
KXIC—Iowa City 
WSUI—Iowa City 

. KOKX—Keokuk 

. KLEM—Le Mars 


2. KF JB—Marshalltown 
3. KGLO—Mason City 


. KRIB—Mason City 


5. KSMN—Mason City 


. KWPC—Muscatine 


7. KCOB—Muscatine 


. KOEL—Oelwein 
. KBOE—Oskaloosa 
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550. 
551. 


RROD 


ova. 


553. 
554. 


odo). 


006. 


557. 
558. 
559. 
560. 
561. 
562. 
563. 
564. 
565. 
566. 
567. 
56S. 
569. 
570. 
571. 


572. 


oto. 
574. 
575. 
576. 


ceo 


ode. 
578. 
579. 
580. 
581. 
582. 
583. 
584. 
585. 
5S6. 
587. 
5Ss. 
589. 
590. 
591. 


592. 


593. 
594. 
HO. 
596. 
597. 
598. 
599. 
600. 
601. 
602. 


603. 
604. 


605. 
606. 


FAIR 


10wa—continued 


KBIZ—Ottumwa 
KLEE—Ottumwa 
KFNF—Shenandoah 
KMA—Shenandoah 
KICD—Spencer 
KAYL—Storm Lake 
KJFJ—Webster City 


KANSAS 


KSOK—Arkansas City 
KARE—Atchison 
KCRB—Chanute 
KGGF—Coffeyville 
KXXX—Colby 
KFRM—Concordia 
KNCK—Concordia 
KGNO—Dodge City 
KBTO—El1 Dorado 
KVOE—Emporia 
KMDO—Fort Scott 
K1IUL—Garden City 
KNCO—Garden City 
KWGB—Goodland 
KVGB—Great Bend 
KAYS—Hays 

KW BW—Hutchinson 
KWHK—Hutchinson 
KIND—Independence 
KjJCK—Junction City 
KFKU—Lawrence 
KLWN—Lawrence 
KLLO—Leavenworth 
KSCB—Liberal 
KMAN—Manhattan 
KSAC—Manhattan 
KNDY—Marysville 
KNEX—McPherson 
KJRG—Newton 
KOFO—Ottawa 
KLKC—Parsons 
KOAM—Pittsburg 
KSEK—Pittsburg 
KWSK—Pratt 
KRSL—Russell 
KSAL—Salina 


KENTUCKY 


WBVL—Barbourville 
WCBL—Lardstown 
WCBL—Benton 
WKCT—Bowling Green 
WLBJ—Bowling Green 
WwTCco—Campbellsville 
WMTA—Central City 
WNES—Central City 
WAIN—Columbia 
WwcTT—Corbin 
WCPM—Cumberland 
WCYN—Cynthiana 
WHIR—Danville 
WIBL—Elizabethtown 
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607. 
608. 
609. 
610. 
611. 
612. 
613. 
614. 
615. 
616. 
617. 
618. 
619. 
620. 


621. 


§22 


Vda dal s 
623. 
624. 
625. 
626. 
627. 
628. 
629. 
630. 
631. 
632. 
633. 
634. 
635. 
636. 
637. 
638. 
639. 
640. 
641. 
642. 
643. 
644. 
645. 
646. 
647. 
648. 
649. 


G50. 
651. 
652. 
653. 
654. 
655. 
656. 
657. 
658. 
659. 
660. 
661. 
662. 
663. 
664. 


665. 
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KENTUCKY—continued 


WSTL—Eminence 
WFKY—Frankfort 
WFKN—Franklin 
WFUL—Fulton 
WKAY—Glasgow 

W HLN—Harlan 
WHBN—Harrodsburg 
WkKI1C—Hazard 
WSON—Henderson 
WHOP—Hopkinsville 
WKOA—Hopkinsville 
WLBN—Lebanon 

W FTG—London 
WEMW—Madisonville 
WTTL—Madisonville 
WWxXL—Manchester 
WKTM— Mayfield 
WNGO— Mayfield 
WFTM—Maysville 

W MIK—Middleboro 
WFLW—Monticello 
WMOR—Morehead 
WLOC—Mundfordville 
WNBS—Murray 
WNK Y—Neon 
WNOP—Newport 
WOMI—Owensboro 
WvVIS— ywensboro 
WK YB—Paducah 
WPAD—Paducah 
WSIP—Paintsville 
WKLX—Paris 
WLSI—Pikesville 
WPKE—Pikesville 
WPRT—Prestonburg 
WPK Y—Princeton 


WSAC—Radcliff 
WEKY—Richmond 
WRUS—Russellville 


WSFC- 
WMTC 

WTCW 
WWKY 


Somerset 
Vancleve 
Whitesburg 

Winchester 


LOUISIANA 


KROF 


Abbeviils 


KALB—Alexandria 
KDBS—Alexandria 
KSYL—Alexandira 
WABL—Anite Cit) 
KTRY—Bastrop 

WHXY—Bogalusa 
WIKC—Bogalusa 

WARB—Covington 


KSIG—Crowley 


KDLA—De Ridder 
KEUN—Eunice 
KFNV—Ferriday 
KLFT—Golden Meadow 
Hammond 
Haynesville 


WFPR 
KLUV 





666. 
667. 
668. 
669. 
670. 
671. 
672. 
673. 
674, 
675. 
676. 
677. 
678. 
679. 
650. 
681. 
682. 
683. 
684. 
684. 
686. 
687. 
688. 
689. 
690. 
691. 
692. 
693. 
694. 
694. 
696. 


697. 
69S. 
699. 
FOO. 
701. 
702. 
FO3. 
TOA. 
705. 
706. 
TOT. 
TOS. 
709. 
710. 
yess 
712. 
413. 


FAIR LABOR 


LOUISIANA—continued 


KVHL—Homer 
KCIL—Houma 
KJEF—Jennings 
KLEC—Jonesville 
KLFY—Lafayette 
KVOL—Lafayette 
KAOK—Lake Charles 
KLOU—Lake Charles 
KPLC—Lake Charles 
KLLA—Leesville 
KDBC—Mansfield 
KAPB—Marksville 
KAPK—Minden 
KLIC—Monroe 
KMLB—Monroe 
KNOE—Monroe 
KMRC—Morgan City 
KNOC—Natchitoches 
KANE—New Iberia 
KVIM—New Iberia 
KREH—Oakdale 
KSLO—Opelousas 
KRUS—Ruston 
KBSF—Springhill 
KIKS—Sulphur 
KTLD—Tallulah 
KTIB—Thibodaux 
KVPI—Ville Platte 
KUZN—West Monroe 
KEVL—White Castle 
KVCL—Winnfield 





MAINE 


WFAU—Augusta 
WRDO—Augusta 
WABI—Bangor 
WGU Y—Bangor 
WLBZ—Bangor. 
WIDE—Biddeford 
WCME—Bruswick 
WFST—Caribou 
WABM—Houlton 
WCOU—Lewiston 
WLAM—Lewiston 
WAGM—Presque Isle 
WRKD—Rockland 
W RUM—Rumford 
WGHM—Skowhegan 
WKTQ—South Paris 
WTVL—Waterville 


MARYLAND 


. WCEM—Cambridge 
. WCUM—Cumberland 
i WTBO—Cumberland 
. WFEFMD—Frederick 
. WARK—Hagerstown 
719. WIBJ 


Hagerstown 


. WASA—Havre de Grace 
. WKIK—Leonardtown 

. WPTX—Lexington Park 
. WDVM—Pocomoke City 


WBOC—Salisbury 


. WICO—Salisbury 
. WTTR—Westminster 


STANDARDS ACT 


727. 
728. 
729. 
730. 
71. 
732, 
733. 
734. 
oan 

735. 
736. 
737. 
738. 


739. 


740. 


463 


MASSACHUSETTS 


WEIM—Fitchburg 
WFGM—Fitchburg 
WGAW—Gardner 
WSBS—Great Barrington 
WHAI—Greenfield 
WHAV—Haverhill 
WMOO—Milford 
WMNB—North Adams 
WCAT—Orange 
WPLM—Plymouth 
WESO—Southbridge 
WPEP—Taunton 
WARE—Ware 
WOCB—West Yarmouth 








MICHIGAN 


. WABJ—Adrian 
2. WLAM—Albion 


743. WEYC—Alma 


. WATZ—Alpena 


WHRV—Ann Arbor 


>} WPAG—Ann Arbor 
-. WUOM—Ann Arbor 
. WLEW- 


gad Axe 


WBCK—Battle Creek 


. WELL—Battle Creek 

. WHFB—Benton Harbor 
2. WRBN—Big Rapids 

3. WATT—Cadillac 


54. WCER—Charlotte 
755. WCBY—Cheboygan 


>. WTVB—Coldwater 
- WDBC—Escanaba 
. WBFC 
. WATC—Gaylord 

. WGHN—Grand Haven 
. WBSE—Hillsdale 

. WHTC—Holland 

. WJBL—Holland 

. WHDF—Houghton 





Fremont 


765. WHGR—Houghton Lake 


3 WION—Ionia 
. WMIQ—Iron Mountain 
8 WIKB—Iron River 


769. WJMS—lIronwood 


. WJPD—Ishpeming 

- WMPC—Lapeer 

2. WKLA—Ludington 
3. WMTE—Manistee 

. WDOG—Marine City 
5. WDMJ—Marquette 


WAGN—Menominee 


. WMDN—Midland 

8. WMIC—Monroe 

. WBRB—Mount Clemens 
. WCEN—Mount Pleasant 
. WMAB—Munising 


782. WKBZ—Muskegon 


. WMUS—Muskegon 
4. WOAP—Owosso 


785. WMBN—Petoskey 


>» WHLS—Port Huron 

7. WTTH—Port Huron 

. WHAK—Rogers City 
. WSJM—St. Joseph 





Cm . 
825. 
826. 
§27. 
828. 
829. 
830. 
831. 


e920 


ODm. 


833. 
843. 
835. 
836. 
837. 
838. 
839. 
840. 
841. 
842. 
843. 
844. 
845. 
846. 
847. 
848. 


FAIR LABOR 


MICHIGAN—continued 


. WSOO—Sault Ste. Marie 
. WSTR—Sturgis 
. WTCM—tTraverse City 


MINNESOTA 


. KASM—Albany 

. KATE—Albert Lea 

. KXRA—Alexandria 

. KAUS—Austin 

. KBUN—Bemidji 

. KBMO—Benson 

. KLIZ—Brainerd 

. KBMW—Breckenridge 
. WKLK—Cloquet 

. KROX—Crookston 

. KDLM—Detroit Lakes 
. KSUM—Fairmont 

. KDHL—Faribault 

. KGDE—Fergus Falls 
. KOZY—Grand Rapids 
. KDUZ—Hutchinson 

. KLTF—tLittle Falls 





. KTOE—Mankato 
. KYSM—Mankato 





. KMHL—Marshall 

. KDMA—Montevideo 
. KVOX—Moorhead 

. KMRS—Morris 

. KNUJ—New Ulm 

. WCAL—Northfield 
8. KDIO—Ortonville 

. KRFO—Owatonna 

. KLOH—Pipestone 

. KCUE—Red Wing 
2. KLGR—Redwood Falls 


» 
823. 


KROC—Rochester 
KFAM—St. Cloud 
WJON—St. Cloud 
WAVN—Stillwater 
KTRF—tThief River Falls 
KWAD—Wadena 
KWLM—Willmar 
KAGE—Winona 
KWNO—Winona 
KWOA—Worthington 


MISSISSIPPI 


WMPA—Aberdeen 
WAMY—Amory 
WBLE—Batesville 
WLOX—Biloxi 
WVMI—Biloxi 
WBIP—Booneville 
WCHJ—Brookhaven 
WJIMB—Brookhaven 
WDOB—Canton 
WGLC—Centreville 
WKDL—Clarksdale 
WROX—Clarksdale 
WCLD—Cleveland 
WCJU—Columbia 
WACR—Columbus 
WCBI—Columbus 





STANDARDS ACT 


849. 
850. 
851. 
852. 
853. 
854. 
S55. 
856. 
S57. 
858. 
S59. 
S60. 
861. 
862. 
863. 
S64. 
S65. 
R66. 
S867. 
868. 
869. 
S70. 
871. 
2. WHNY—McComb 
3. WCOC—Meridian 
4. WMOX—Meridian 
5. WTOK—Meridian 
3 WMIX—Natchez 


MISSISSIPPI—continued 


WCMA—Corinth 
WKBX—Corinth 
WMAG—Forest 
WDDT—Greenville 
WGVM—Greenville 
WJPR—Greenville 
WABG—Greenwood 
WGRM—Greenwood 
WNAG—Grenada 
WDEB—Gulfport 
WGCM—Gulfport 
WBKH—Hattiesburg 
WFOR—Hattiesburg 
WHS Y—Hattiesburg 
WMDC—Hazlehurst 
WCPC—Houston 
WNLA—Indianola 


WKOZ—Kosciusko 
WAML—Laurel 
WLAU—Laurel 


WLSM—Louisville 
WMBC—Macon 
WAPF—McComb 


77. WNAT—Natchez 


892. 
893. 
894. 
S95. 
S96. 
S97. 
S98. 
S99. 
900. 
901. 
902. 
908. 
904. 
905. 
906. 
907. 
9OS, 
909. 
910. 


. WNAU—New Albany 
-. WEGA—Newton 

. WSUH—Oxford 

. WPMP—Pascagoula 


2. WHOC—Philadelphia 
3. WRIW 
. WSSO 
. WELO—Tupelo 

» WTUP—Tupelo 

- WQBC—Vicksburg 

. WVIM—Vicksburg 

. WABO—Waynesboro 
. WROB—West Point 
. WAZF—Yazoo City 


Picayune 
-Starkville 


MISSOURI 


KWRT—Boonville 
KBHM—Branson 
KGHM—Brookfield 


KFVS—Cape Girardeau 
KGMO—Cape Girardeau 
KDMO—Carthage 
KCRV—Caruthersville 
KCHR—Charleston 
KCHI—Chillicothe 

K BIA—Columbia 
KFRU—Columbia 
KDEX—Dexter 
KREI—Farmington 
KJCF—Festus 
KFMO—Flat River 
KFAL—Fulton 
KHMO—Hannibal 


KIMO—Independence 
KLIK—Jefferson City 





911. 
912. 
913. 
914. 
915. 
916. 
917. 
918. 
919. 
920. 
921. 
922. 
923. 
924. 
925. 
926. 
927. 
928. 
929. 
930. 
931. 
9382. 
933. 
934 

935. 
936. 
937. 
938. 
939. 
940. 
941. 


942. 
948. 
944. 
945 

946. 
947. 
948. 
949. 
950. 
951. 
952. 
953. 
954. 
955. 
956. 
957. 
958. 
OQ). 
S60, 
961 

9E2. 
1G. 
OG6A. 
905 

O86 

OG 


OOS 


OED 


970, 

ons 

Pél. 
—<) 


9 


FAIR LABOR 


MISSOURI—continued 


KWOS—Jefferson City 
KFSB—Joplin 
KODE—Joplin 
WMBH—Joplin 
KBOA—Kennett 
KIRX—Kirksville 
KLWT—Lebanon 
KLEX—Lexington 
KTCB—Malden 
KMMO—Marshall 
KNIM—Maryville 
KX EO— Mexico 
KNCM—Moberly 
KRMO—Monett 
KLRS—Mountain Grove 
KBTN—Neosho 
KNEM—Nevada 
KRMS—Osage Beach 


KWoOC—Poplar Bluff 
KTTR—Rolla 
KSGM—Ste. Genevieve 
KSMO—Salem 

kK DRO—Sedalia 

KSI S—Sedalia 
KSIM—Sikeston 
KALM—-Thayer 
KTTN—tTrenton 


KLPW—Union 
KOKO—Warrenshurg 
KW RE—Warrenton 


KW PM—West Plains 
MONTANA 
KANA—Anaconda 
KBM Y—Billings 
KGHL—Billings 


KOOK—Billings 
KOYN—Billings 
KBMN 3ozeman 
KXLQ—Bozeman 
KBOW—Butte 
KOPR sutte 


KX LF—Butte 

kK DBM—Dillon 
KLTZ—Glasgow 

KX XGN—Glendive 
KUDI—Great Falls 


KFBB— 
KMON 


Great Falls 
Great Falls 


KX LK—Great Falis 
KOJM—Havre 
KCAP—Hele 

KNX LJ—Helena 
KGEZ—Kalispell 
KOFI— Kalispell 

KNX LO—Lewiston 
KLCB—Libby 

kK PRK—Livingston 
KATL—Miles City 
KBTK—Missoula 
KG VO—Missoula 
KX LL—Missoula 
KTYI—Shelby 
KGCX—Sidney 


STANDARDS ACT 


973. 


974. 


975. 
976. 
977. 
978. 
979. 
980. 
981. 
982. 
983. 
984. 
985. 
986. 
987. 
OSS. 
989. 
990. 
991. 
992. 
993 

994. 


995 


996. 
997. 
OOS. 
999, 
1000. 
1001, 
1002. 
1003. 
1004. 
1005. 
1006 
1007. 
1008. 
1009, 
1010. 
1011. 
1012 


1013. 
1014. 
1015. 
1016. 
1017. 
1018 

1019. 
1020, 


1022 


1024, 
Wor 
1026 
L027 


Tepes 


465 
NEBRASKA 


KCOW—Alliance 
KW BE—Beatrice 
KCNI—Broken Bow 
KCSR—Chadron 
KJSK—Columbus 
KFGT—Fremont 
KMMJ—Grand Island 
KRGI—Grand Island 
KHAS—Hastings 
KUVR—Holdredge 
KGFW—Kearney 
KRNY—Kearney 
KRVN—Lexington 
KBRL—McCook 
WJAG—Norfolk 
KJLT—North Platte 
KODY—North Platte 
KOGA—Ogallala 
KVHC—O' Neill 
KNEB—Scottsbluff 
KOLT—Scottsbl uff 
KSID—Sidney 
KAWL—York 


NEVADA 


KPTL—Carson City 
KELK—Elko 
KELY—E iy 
KBMI—Henderson 
K'tOO—Henderson 
KENO—Las Vegas 
KLAS—Las Vegas 
KORK—Las Vegas 
KRAM—Las Vegas 
KRBO-——Las Vegas 
KATO—Reno 
KNEV—Reno 
KOH—Reno 
KOLO—Reno 
KONE—Reno 
KWRN—Reno 


KWNA—Winnemucca 


NEW HAMPSHIRE 
WMOU serlin 
WTSV—Claremont 
WKXL—Concord 
WTSN—Dover 
W TSL—Hanover 
WKNE—Keene 
WLNH—Laconia 
WOTW—Nashbua 
W HEB—Portsmouth 
WW NH—Rochester 

EW JERSEY 
. WILK—Asbury Park 
WSN.J—Bridgeton 
KMLV—Miliville 


WNNJ—Newton 
WW BZ—Vin 


WCMC— Wildwood 


la 
eland 
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1029. 
1030. 
1031. 
1032. 
1033. 
1034. 
1035. 
1036. 
1037. 
1038. 
1039. 
1040. 
1041. 
1042. 
10438. 
1044. 
1045. 
1046. 
1047. 
1048. 
1049. 
1050. 
1051. 
1052. 
1053. 
1054. 
1055. 
1056. 
1057. 


1058. 
1059. 
1060. 
1061. 
1062. 
1063. 
1064. 
1065. 
1066. 
1067. 
1068. 
1069. 
1070. 
1071. 


1072. 
1073. 
1074. 
1075. 
1076. 
1077. 
1078. 
1079. 
1080. 
1081. 
1082. 
1083. 
1084. 
1085. 
1086. 
1087. 
1088. 





FAIR LABOR STANDARDS ACT 


NEW MEXICO 


KALG—Alamogordo 
KSVP—Artesia 
KAVE—Carlsbad 
KPBM—Carlsbad 
KLMX—Clayton 
KCLY—Clovis 
KICA—Clovis 
KOTS—Deming 
KVBC—Farmington 
KGAK—Gallup 
KMIN—Grants 
KHOB—Hobbs 
KWEW—Hobbs 
KGRT—Las Cruces 
KOBE—Las Cruces 
KFUN—Las Vegas 
KRSN—Los Alamos 
KLEA—Lovington 
KMFM—Mountain Park 
KENM—Portales 
KRTN—Raton 
KBIM—Roswell 
KGFL—Roswell 
KSWS—Roswell 
KTRC—Santa Fe 
KVSF—Santa Fe 
KSIL—ASilver City 
KCHS—Truth or Consequences 
KTNM—Tucumeari 














NEW YORK 


WcCSS—Amsterdam 
WMBO—Auburn 
WBTA—Batavia 
WRRE—Bristol Center 
WRRC—Cherry Valley 
WCBA—Corning 
WCLI—Corning 
WKRT—Cortland 
WRRD—De Ruyter 
WFLR—Dundee 
WDOE—Dunkirk 
WELM—Elmira 
WEN Y—Elmira 
WEHH—Elmira Heights-Horse- 
heads 
WOSC—Fulton 
WGVA—Geneva 
WwscC—Glens Falls 
WENT—Gloversville 
WLEA—Hornell 
WW HG—Hornell 
WHUC—Hudson 
WHCU—Ithaca 
WRRA—Ithaca 
WTKO—Ithaca 
WJOC—Jamestown 
WJITN—Jamestown 
WKN Y—Kingston 
WvVOS—Liberty 
WICY—Malone 
WMSA—Massena 
WALL—Middletown 


1089. 
1090. 
1091. 
1092. 
1093. 
1094. 
1095. 
1096. 
1097. 
1098. 
1099. 
1100. 
1101. 
1102. 
1103. 
1104. 
1105. 
1106. 
1107. 
1108. 
1109. 


1110. 
1111. 
1112. 
1113. 
1114. 
1115. 
1116. 
1117. 
1118. 
1119. 
1120. 
1121. 
1122. 
1128. 
1124. 
1125. 
1126. 
1127. 
1128. 
1129. 
1130. 
1131. 
1132. 
1133. 
1134. 
1135. 
1136. 
1137. 
1138. 
1139. 
1140. 
1141. 
1142. 
1143. 
1144. 
1145. 
1146. 
1147. 
1148. 
1149. 


NEW YORK—continued 


WGN Y—Newburgh 
WCHN—Norwich 
WSLB—Ogdensburg 
WHDL—Olean 
WONG—Oneida 
WDOS—Oneonta 
WEAV—Plattsburgh 
WIRY—Plattsburgh 
WDLC—Port Jervis 
WPDM—Potsdam 
WEOK—Poughkeepsie 
WKIP—Poughkeepsie 
WN BZ—Saranac Lake 
WSPN—Saratoga Springs 
WSKN—Saugerties 
WIPS—Ticonderoga 
WDLA—Walton 
WATN—Watertown 
WWN Y—Watertown 
WLSV—Wellsville 
WRRL—Wethersfield 








NORTH CAROLINA 


WRCS—Ahoskie 
WABZ—Albermarle 

W ZK Y—Albermarle 
WGWR—Asheboro 
WBMA—Beaufort 
WCGC—Belmont 
WATA—Boone 
WPNF—Breward 
WBBB—Burlington 
WFNS—Burlington 

W WIT—Canton 
WRRZ—Clinton 
WEGO—Concord 
WCKB—Dunn 
WCDJ—Edenton 
WCNC—HElizabeth City 
WGAI—Elizabeth City 
WBLA—Elizabethtown 
WIFM—Elkin 
WFMO—Fairmont 
WFAI—Fayetteville 
WFLB—Fayetteville 
WFNC—Fayetteville 
WBBO—Forest City 
WGNC—Gastonia 
WLTC—Gastonia 
WFMC—Goldsboro 
WGBR—Goldsboro 
WGOL—Goldsboro 
WGTC—Greenville 

W HNC—Henderson 
WHVH—Henderson 
WHKP—Hendersonville 
WHKY—Hickory 
WIRC—Hickory 
WJNC—Jacksonville 
WLAS—Jacksonville 
WGTL—Kannapolis 
WKMT—Kings Mountain 
WELS—Kinston 








1150. 
1151. 
1152. 
1153. 
1154. 
1155. 
1156. 
1157. 
1158. 
1159. 
1160. 
1161. 
1162. 
1163. 
1164. 
1165. 
1166. 
1167. 
1168. 
1169. 
1170. 
1171. 
1172. 
1173. 
1174. 


1175 


1176. 
1177. 
1178. 
1179. 
1180. 
1181. 
1182. 
1183. 


1184 


1185. 
1186. 
1187. 
1188S. 
1189. 
119%). 
1191. 
1192. 
1193. 
1194. 
1195. 


1196 


1197. 
1198. 
L190. 
1200. 
1201. 
1202. 
1205. 


1204. 


1205 


1206. 
1207. 


1208 


120%. 


1210 
2] 


FAIR LABOR 


NORTH CAROLINA—continued 


WFTC—Kinston 
WISP—Kinston 
WEW O—Laurinburg 
W LOE—Leaksville 
W JRI—Lenoir 
WBUY—Lexington 
W LON—Lincolnton 
WAGR—Lumberton 
WTSB—Lumberton 
W BRM—Marion 
WMMH—Marshall 
WMAP—Monroe 
WHIP—Mooresville 
WMBL—Morehead City 
WMNC—Morgantown 
WPAQ—Mount Airy 
WSYD—Mount Airy 
VHIT—New Bern 
Wwoow—New Bern 
WNNC—Newton 
WKBC—North Wilkesboro 
WOxXF— Oxford 
WFERC—Reidsville 
WREV—Reidsville 
WCBT—Roanoke Rapids 
WAYN—Rockingham 
WCEC—Rocky Mount 
WEED—Rocky Mount 
WRX O—Roxboro 
WSAT—Salisbury 
WSTP—Salisbury 
WEYE—Sanford 
WWGP—Sanford 
WOHS—Shelby 
WNCA—Siler City 
W MPM—Smithfield 
WEEB—Southern Pines 
WTLOE—Spruce Pine 
Ww siCc—Statesville 
WTAB—Tabor City 
WCPS—Tarboro 
WTNC—Thomasville 
WTYN—Tryon 
W ADB—W adesboro 
V¥LSE—Wallace 
W HED—Washington 


WRRF—W ashington 
WHCC—W aynesville 
WENC—Whiteville 

WIAM—wWilliamston 
WGNI—Wilmington 


WKLM Vilmington 

W MF D—Wilmington 

WGTM—Wilson 

W VOT—Wilson 
NORTH DAKOTA 

KFY R—Bismarck 

KDLR—Devils Lake 


KDIX—Dickinson 
KFGO—Fargo 
KENW—Fargo 
KVOX—Fargo 
WDAY—Fargo 


STANDARDS ACT 


_ 


obo 


— 
- 
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NORTH DAKOTA—continued 


KF JM—Grand Forks 
KILO—Grand Forks 
KNOX—Grand Forks 
KNDC—Hettinger 
KEYJ—Jamestown 
KSJB—Jamestown 
KBOM—Mandan 
KCJB—Minot 
KLPM—Minot 
KOVC—Valiey City 
KBMW—Wahpeton 


. KEYZ—Williston 


OHIO 


WATG—Ashland 
WICA—Ashtabula 
WATH—Athens 
WouUI—Athens 
WOHP—Bellefontaine 


. WWBG—Bowling Green 
. WILE—Cambridge 


WBEX—Chillicothe 
WCHI—Chillicothe 
WTNS—Coshocton 
WON W—Defiance 
W JER—Dover 





1 ro). 
1236. WOHI—BHast Liverpool 
1237. WFIN—Findlay 
1238. WFOB—Fostoria 
1239. WFRO—Fremont 
1240. WJEH—Gallipolis 
1241. WLMJ—Jackson 
1242. WHOK—Lancaster 
1248. WMAN—Mansfield 
1244. WMOA—Marietta 
1245. WMRN—Marion 
1246. WMVO—Mount Vernon 
1247. WCLT—Newark 
1248. WPTW—Piqua 
1249. WNX'T—Portsmouth 
1250. WPAY—Portsmouth 
1251. WLEC—Sandusky 
1252. WCHO—Washington Court 
House 
1253. WPKO—Waverly 
1254. WKOV—Weliston 
1255. WWST—Wooster 
1256. WH1IZ—Zanesville 
OKLAHOMA 
1257. KADA—Ada 
258. KWHW—Altus 
1259. KALV—Alva 
1260. KVSO—Ardmore 
1261. KWON—Bartlesville 
1262. KLTR—Blackwell 
1263. KWCO—Chickasha 
1264. KWOE—Clinton 
1265. KUSH—Cushing 
1266. KRHD—Duncan 
1267. KSFO—Durant 
1268. KASA—Elk City 
1269. KCRC—Enid 





468 


270. 
1271. 
1272. 
1273. 
1274. 
1275. 
1276. 
1277. 
1278. 
1279. 

280. 
1281. 
1282. 
1283. 
1284. 
1285. 
1286. 
1287. 

288. 
1289. 
1290. 
1291. 


1292. 
1293. 
1294. 


1295. 
1296. 


ee ele 
oy 


wach fm feck fe fre feed 


peek peek ek fh pe 


. KWIL 
298. KWIN 
. KAST 

. KVAS- 
. KBKR 


. Koos 
. KYNG 
. KWRO 
> KCOV 
. KOAC—C 


. KASH 


FAIR LABOR 


OKLAHOMA—continued 


KGWA—Enid 
KTAT—\Frederick 
KWRW—Guthrie 
KG YN—Guymon 
KHEN—Henryetta 
KTJS—Hobart 
KIHN—Hugo 
KBEL—Idabel 
KCCO—Lawton 
KSWO—Lawton 
KNED—McAlester 
KTMC—McAlester 
KGLC—Miami 
KBIX—Muskogee 
KMUS—Muskogee 
KNOR—Norman 
WNAD—Norman 
KHBG—Okmulgee 
KVLH—Pauls Valley 
W BBZ—Ponca City 
KL@O—Poteau 
KOLS—Pryor Creek 
KWSH—Seminole 
KGFF—Shawnee 
KSPI—Stillwater 
KVIN—Vinita 
KSIW—W oodward 


OREGON 


Albany 
Ashland 
Astoria 
-Astoria 
Baker 
~Bend 
Coos Bay 
Coos Bay 
Coquille 
Corvallis 


KBND 


orvallis 
KRU L—Corvallis 
KOMB—Cottage Grove 
KPLK—Dalas 
Eugene 
KHugene 


| Py , 
ugene 


KERG 
KORE 
KUGN—Eugene 

KUIN—Grants Pass 
KOHU—Her: 
KIHR Hood River 


ath Falls 


iston 


KE JI—Klar 


KFLW—K! th Fall 
KLAD—Klamath F 
KLMB I Grande 
KOTK—Lakeview 

K MCM—MeMinnville 
KBOY—Medford 
KV] AT 
KNPT—Newpo 
KFIR—North Bend 
KBCH ) nial 
KSR\ Ontarik 


WWANA KR HH HWY 


eS ee 


ee ee ee ee ee ee ee ee 
ee 
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feemh fecmch meh eceedh omech ch femch feed face fresh fence force fem focmch femech ecmch fcc fem fend feed femmh femal feeb fee feck freed feed feed Peed fed 


STANDARDS 


mow WOW WO WW WH 
x — z 


346. 
347. 
348. 
349. 
350. 
eredi. 
oxo 


9~9 
Oe. 


354. 


dee 


9~e@ 
ood. 


ov. 


359. 
60. WGET 
361. 


> 


363. 
364. 
365. 
366. 
367. 
368. 
369. 
370. 
. WMGW 
. WIUN 


ot 





ACT 


OREGON—Ccontinued 


KUMA—Pendleton 
KUBE—Pendleton 
KW RC—Pendleton 
KRCO—Prineville 


Ol we Oo bo 


Se OM=! 


KJUN- 


3. KRNR 


KRXL 
KYES 
KGAY- 
KOCO 
KSLM 
KEED 
KODL 


KRMW 


KTIL 


Redmond 
Roseburg 
Roseburg 

Roseburg 

-Salem 

Salem 
Salem 
Springfield 
The Dalles 

The Dalles 


Tillamook 


PENNSYLVANIA 


WAVL 


WBFD— 


WCNR 


WHLM 


WESB 


WBUT- 


WISR 


WCBG- 


-Apollo 

3edford 
Bloomsburg 
-Bloomsburg 
Bradford 
Butler 
Butler 
~-Chambersburg 


WCHA—Chambersburg 
WCPA—Clearfield 


WCcVvI 


Connelisville 


W FRM—Coudersport 


WCED 
WFAR 


WSAJ 


WHUN 
WDAD 
WADP 


WACB 
WLSH 
WLBR 
WKVA 


WMREF 


WBPZ 


WMLP 
WPEL 
WKST 
WKRZ 


WPHB 
. WPAM 


WPPA 


WPME 


WKBI 
WATS 
WISI 
WPIC 
WMAJ 
WVPO 
WREKOK 
WTI\ 
WMBS 
WNAE 
WAYZ 
WANB 


-Du Bois 


—Farrell 


Gettysburg 
Grove City 
Huntingdon 
Indiana 
Kane 
Kittanning 
Lansford 
Lebanon 
Lewistown 
Lewistown 
-Lock Haven 
Meadville 
Mexico 
Milton 
Montrose 
New Castle 
Oil City 
Philipsburg 
Pottsville 
Pottsville 
Punxsuta 


St. M: 


whey 
rys 

Savre 
Shamokin 
Sharon 


State College 
noe! ov 

stroude or 

SUunpUI 


Titusville 





1393. 


1394. 
1395. 
1396. 


1397. 
1398. 


1399. 
1400. 
1401. 
1402. 
1403. 
1404. 
1405. 
1406. 
1407. 
1408. 
1409. 
1410. 
1411. 
1412. 
1413. 
1414. 


1415 


1416. 


. WGSW 
1). WHSC 

. WDKD— 
2. WJOT 


FAIR LABOR 


PENNSYLVANIA— continued 


WNBT—Wellsboro 
WLYC—Williamsport 
WRAK—Williamsport 
WWPA—Williamsport 
RHODE ISLAND 


WADK—Newport 
WERI—Westerly 


SOUTH CAROLINA 


WABV—Abbeville 


Ww AIM—Anderson 

WANS—Anderson 

oo AW—Barnwell 
VBLR—Batesburg 

7 BEU Jeaufort 

W HPB—Belton 

WBSC—Bennettsville 

WAC a —Camden 

WCRE—Cheraw 

Ww GCD—Chester 


W LAT—Conway 
WPFD—Darlington 
W DSC—Dillon 
WELP—FKEasley 


WJIMX—Florence 
WOLS—Florence 
WF GN—Gaffney 
. WGTN—Georgetown 
. WCRS—Greenwood 


Greenwood 
—Hartsvilie 
Kingtree 
Lake City 


1423. WLCM—Lancaster 
1424. WLBG—Laurens 
1425. WJAY—Mullins 
1426. WMYB—Mprtle Beach 
1427. WKDK——Newberry 
1428. WDIX—Orangeburg 
1420. WRHI—Rock Hill 
1429, WTND—OCOre ngeburg 
1431. WTYC—Rock Hill 
1432. WSN W—Seneca 
143 W JAN—Spartanburg 
145-4 W MD—Spartanburg 
1435 VySPA—-Spartanburg 
L446 Ww iG—Surter 
1437 WSscC Sumter 
14: WBC! Union 
14: \ Walterboro 
141 WiC York 

> Hi DAK \ 
144 ABR Ahberce ) 
144 DN Aherds 
1443. KP RK—I kings 
] I a v 
144 LJ I mn 
14 -ORN—Mitchell 
1447. KOLY bridge 
1448. KG FX—Pierre 


STANDARDS 


ACT 469 


SOUTH DAKOTA—continued 





1449. KOTA—Rapid City 
1450. KRSD—Rapid City 
1451. KUSD—Vermillion 
1452. KWAT—Watertown 
1453. KYN'T—Yankton 
1454. WNAX—Yankton 
TENNESSEE 

1455. WLAR—Athens 
1456. WOP!I—Bristol 
1457. WFWL—Camden 
1458. WHLP—Centerville 
1459. WMCH—Church Hill 
1460. a 
1461. WJZM—Clarksville 
1462. - BAC—Cleveland 
1463. WJGD—Columbia 
1464. WKRM—Columbia 
1465. WHUB—Cookeville 
1466. WKBL—Covington 
1467. WAEW—Crossville 
I _ W DKN—Dickson 
1469. WDSG—Dyersburg 
1 170. W BEJ—Elizabethton 
1471. WCPH—Etowah 
1472. WEKR—Fayetteville 
1473. WAGG—Franklin 
1474. WHIN—Gallatin 
1475. WGRV—Greenville 
1476. WHBT—Harriman 
1477. WIRJ—Humboldt 
1478. WDXI—Jackson 
1479. WJAK—Jackson 
1480. WTJS—Jackson 
1481. WETB—Johnson City 
1482. WJHL—Johnson City 
1483. WKIN—Kingsport 
1484. WKPT—Kingsport 
1485. WLAF—La Follette 
1486. WDXE—Lawrenceburg 
1487. WCOR—Lebapnon 
1488. WLIL—Lenoir City 
1489. WJ.JM—Lewisburg 
14990. WDXL—Lexington 
1491. WLIV—Livingston 
1492. WGAP—Maryville 
1493. WHDM—McKenzie 
1494 VBMC Me Mir invill 
1495. WMMT—MecMinnville 
1496. WKBJ—Milan 
1497. WCRK—Morristown 
1498. WGNS—Murfreesboro 
1499. : MTS—Murfreesboro 

00. WLIK—Newport 
1501. W’ rPR—Paris 
Inez. WKSR—Puiaski 
1503. WTRB—Ripley 

104. WRGS—Rogersvil 

05. WOR) Say inah 
1506. WSEV—Sevierville 
1n07. WHAL—Sheibyvill 
1508. WEPG—S. Pittsburg 


1509. 


WSM!1 


Sparta 





470 


1510. 
1511. 
1512. 
1513. 
1514. 
1515. 


1516. 
1517. 
1518. 
1519. 
1520. 
1521. 
1522. 
1523. 
1524. 
1525. 
1526. 
1527. 
1528. 
1529. 
1530. 
531. 
. KSTB—Breckenridge 
. KWHI—Brenham 

. KTFY—Brownfield 

. KBOR—Brownsville 


Pr fem fed fh fk fh ek fed ped 


FAIR LABOR 


TENNESSEE—continued 


WDBL—Springfield 
WDEH—Sweetwater 
WJ1G—Tullahoma 
WENK—Union City 
WTUC—Union City 
WCDT—Winchester 





TEXAS 


KRBC—Abilene 
KW KC—Abilene 
KOPY—Alice 
KVLF—Alpine 
KACT—Andrews 
KBUD—Athens 
KALT—Atlanta 
KRUN—Ballinger 
KIOX—Bay City 
KIBL—Beeville 
KBST—Big Spring 
KHEM—Big Spring 
KTXC—Big Spring 
KFYN—Bonham 
KHUZ—Borger 
KNBEL—Brady 








KBW D—Brownwood 


. KEAN—Brownwood 
. KORA—Bryan 

. KMIL—Cameron 
1540. 
. KGAS—Carthage 
2. KDET—Center 

3. KCTX—Childress 

. KCAR—Clarksville 


KBEN—Carizzo Springs 





545. KCLE—Cleburne 
546. KVLB—Cleveland 


7. KSTA—Coleman 
. WTAW—College Station 


549. KVMC—Colorado City 


» KMCO—Conroe 
. KAND—Corsicana 


552. KIV Y—Crockett 


. KCFH—Cuero 

. KXIT.—Dalhart 
. KDLK—Del Rio 
. KDSX—Denison 


KDNT—Denton 


. KDDD—Dumas 

. KERC—Eastland 
1560. 
1561. 
1562. 
1563. 
1564. 
1565. 
1566. 
1567. 
1568, 
1969. 
1570. 


KURV—Edinburg 
KULP—El Campo 
KPSO—Falfurrias 
KFLD—Floydada 
KFST—Fort Stockton 
KNAF—Fredericksburg 
KBRZ—Freeport 
KGAF—Gainsville 
KSI J—Gladewater 
KCTI—Gonzales 
KSWA—Graham 





STANDARDS ACT 


1095. 
1096. 
1597. 
1598. 
1599. 
1600. 
1601. 
1602. 
1603. 
1604. 
1605. 
1606. 
1607. 
1608. 
1609. 
1610. 
1611. 
1612. 
1613. 
1614. 
1615. 
1616. 
1617. 
1618. 
1619. 
1620. 
1621. 
1622. 
1623. 
1624. 
1625. 
1626. 
1627. 
1628. 
1629. 
1630. 
1631. 
1632. 
1633. 


1634. 


TEX AsS—continued 


. KGVL—Greenville 
. KCLW—Hanilton 

. KGBT—Harlingen 
. KGRI—Henderson 
. KWRD—Henderson 
. KPAN—Hereford 

- KHBR—Hillsboro 

- KSAM—Huntsville 
9. KEBE 
. KTXJ 
-. KMBL—Junction 

2. KENN—Kenedy-Karnes 
3. KERB—Kermit 

. KERV—Kerrville 

. KOCA—Kilgore 

i. KLEN—Kileen 

7. KINE—Kingsville 

. KPET—Lamesa 

9. KCYL—Lampasas 

. KLVT—Levelland 

. KVOW—Littlefield 

2. KFRO—Longview 

3. KLTI—Longview 

. KRBA—Lufkin 


Jacksonville 
Jasper 








KTRE—Lufkin 
KMLW—Marlin 
KMHT—Marshall 
KRIO—McAllen 
KCMR—McCamey 
KMAE—McKinney 
KBUS—Mexia 
KCRS—Midland 
KJBC—Midland 
KORC—Mineral Wells 
KVKM—Monahans 
KIMP—Mount Pleasant 
KMUL—Muleshoe 
KOSF—Nacogdoches 
KSFA—Nacogdoches 
KGNB—New Braunfels 
KECK—Odessa 
KOSA—Odessa 
KRIG—Odessa 
KOGT—Orange 
KNET—Palestine 
KPAT—Pampa 
KPDN—Pampa 
KFTV—Paris 
KPLT—Paris 
KIUN—Pecos 
KEYE—Perryton 
KVOP—Plainview 





KBOP—Pleasanton 
KRWS—Post 
KOLI—Quanah 
KFRD—Rosenberg 
KTLU—Rusk 
KCN Y—San Marcos 
KBAL—San Saba 


KWED—Seeuin 


KSML—Seminole 
KSEY—Seymour 
KEVA—Shamrock 


KRRV—Sherman 





1635. 
1636. 
1637. 
1638. 
1630. 
1640. 
1641. 
1642. 
1648. 
1644. 
1645. 
1646. 
1647. 
1648. 
1649. 
1650. 
1651. 


1652 


1653. 
164. 
1655. 
L656. 
1657. 
1658. 


L659, 
1660. 
1661. 
1662. 
1663. 
1664. 
1665. 
1666. 
1667. 
1668. 
1669, 


1670 


1671. 


1672. 


1673. 


1674. 


L675. 


L676 


1677. 
L678. 
LO7T9. 
1L6NO0. 


1681. 


1682 


16838. 


1LGS4 
LGSH, 
1686. 


L687. 


L689 


LEaa, 


FAIR LABOR 


TEX As—continued 


KTAN—Sherman 
KANN—Sinton 
KSNY—Snyder 
KDWT—Stamford 
KSTY—Stephenville 
KSST—Sulphur Springs 
KNOX—Sweetwater 
KTAE—Taylor 
KTEM—Temple 
KTER—Terrell 
KCMC—Texarkana 
KOS Y—Texarkana 
KTFS—Texarkana 
KTUE—Tulia 
KDOK—Tryler 
KGKB—Tyler 
KTBB—Tyler 
KVOU—Uvalde 
KVWC—Vernon 
KNAL—Victoria 
KVIC—Victoria 
KBEC—Waxahachie 
KZEE—Weatherford 
KRGV—Weslaco 





UTAH 


KBUH—Brigham City 
KSUB—Cedar City 
KLGN—Logan 
KVNU—Logan 
KOAL—Price 

KEY Y—Provo 

KIX X—Provo 
KOVO—Provo 
KSVC—Richfield 
KTUT—Tooele 
KVEL—Vernal 


VERMONT 


WBTN—Bennington 
WTSA—Brattleboro 
WCAX—Burlington 
WDOT—Burlington 
wJOY—Burlington 


WSKI—Montpelier 
WIKE—Newport 
WHWB—Rutland 
WSYB—Rutland 
WWSR—St. Albans 
WTWN—St. Johnsbury 
WNIX—Springfield 
WDEV—Waterbury 
VIRGINIA 
WBBI—Abingdon 
WARL—Arlington 
WEAM—Arlington 
WBLT—Bedford 
WLSD—Big Stone Gap 
WKLV—Blackstone 
WCYB—Bristol 
WFHG—Bristol 


STANDARDS ACT 


1691. 
1692. 
1693. 
1694. 
1695. 
1696. 
1697. 
1698. 
1699. 
1700. 
1701. 
1702. 
1703. 
1704. 
1705. 
1706. 
1707. 
1708. 
1709. 
1710. 
L711. 
1712. 
1713. 
1714. 
1715. 
1716. 
Rint: 
1718. 
1719. 
1720. 
1721. 


1722 


(22. 
1723. 
1724. 
1725. 
1726. 
1727. 
1728. 
1729. 
1730. 
1731. 
1732. 
1733. 
1734. 


1725 


(oo. 


790 
1736 


He i 09 08 C9 
Hh = 


meth fh mth fh pec freckle fh fh fh fed 
“Ped leleag sd sisted sist -i 
phe ee ee oe A 


ee 


ADA PRONE S 
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VIRGINIA—continued 


WOPI—Bristol 
WCHV—Charlottesville 
WINA—Charlottesville 
WBCR—Christiansburg 
WCFV—Clifton Forge 
WRKEY—Covington 
WSVS—Crewe 
WCVA—Culpeper 
WBTM—Danville 
WDVA—Danville 
WEVA—Emporia 

W FLO—Farmville 
WYSR—Franklin 
WFVA—Fredericksburg 
WFTR—Front Royal 
W BOB—Galax 
WMNA—Gretna 

WN RG—Grundy 


W HBG—Harrisonburg 
WSV A—Harrisonburg 


WHAP— 
WREL 


Hopewell 
—Lexington 
WBRG—Lynchburg 
WLV A—Lynchburg 
WWwWOD—Lynchburg 
WMEV—Marion 
WHEE—Martinsville 
WMVA—Martinsville 
WSIG—Mt. Jackson 
WNRV—Narrows 
WNVA—Norton 

W JMA—Orange 
WCLA—Petersburg 
WSSV—Petersburg 
WPUV—Pulaski 
WRAD—Radford 
WRIC—Richlands 





WHLF—South Boston 
WJIWS—South Hill 
WAFC—Staunton 
WTON—Staunton 

W LPM—Suffolk 
WNNT—Warsaw 
WAYB—Waynesboro 
WINC—Winchester 


. WYVE—Wrytheville 


WASHINGTON 


- KBKW—Aberdeen 
. KXRO—Aberdeen 


KAGT—Anacortes 


. KPUG—Bellingham 
. KVOS—Bellingham 


KBRO—Bremerton 


. KELA—Centralia-Chehalis 
. KITI—Centralia-Chehalis 
. KCLX—Colfax 


KCVL—Colville 


-. KG@DN—Edmonds 

- KXLE—Ellensburg 
1749. 
1750. 
L751. 


1752. 


KULE—Ephrata 
KRKO—Everett 
KFDR—Grand Coulee 
KLOG—Kelso 





472 


1753. 
1754. 
1755. 
1756. 
1757. 
1758. 
1759. 
1760. 
1761. 
1762. 
1763. 
1764. 
1765. 
1766. 
1767. 
1768. 
1769. 
1770. 
1771. 


1772 


ita. 
1773. 
1774. 
1775. 
1776. 
1777. 
1778. 
1779. 
1780. 


1781. 
1782. 
1783. 
1784. 
1785. 
1786. 


1787. 
1788. 
1789. 
1790. 


1791. 


1792. 
1793. 


1794. 


1795. 


1796. 


1797. 
1798. 
1799. 
1800. 
1801. 


1802. 


1S08. 


1804, 


OO 
LOU. 


1806. 


1207 
LSUs. 
1808. 


1809. 


1810 


1811. 


FAIR LABOR 


WwW ASHINGTON—continued 


KEPR—Kennewick 
KBAM—Longview 
KWLK—Longview 
KSEM—Moses Lake 
KWI1Q—Moses Lake 
KBRC—Mount Vernon 
KGY—Olympia 
KITN—Oiyumpia 
KOMW—Omak 
KORD—Pasco 
KPKW—Pasco 
KONP—Port Angeles 
KAR Y—Prosser 
KOFE—Pullman 
KWSC—Pullman 
KAPA—Raymond 
KALE—Richland 
KREW—Sunnyside 
KHIT—Walla Walla 
KTEL—Walla Walla 
KUJ—Walla Walla 
KPQ—Wenatchee 
KUEN—Wenatchee 
KWNW—Wenatchee 
KIMA—Yakima 
KIT—Yakima 
KLOQ—Yakima 
KUTI—Yakima 





WEST VIRGINIA 


WJILS—Beckley 
WWNR—Beckley 
WHIS—Bluefield 
WKOY—Bluefield 
WBLK—Clarksburg 
WHAR—Clarksburg 
WPDX—Clarksburg 
WDNE—FElkins 
WMMN—Fairmont 
WTCS—Fairmont 
W ELD—Fisher 

WKY R—Keyser 
WLOG—Logan 


WVOW—Logan 
WEPM—Martinsburg 
WHJC—Matewan 


WAJR—Morgantown 


WCLG—Morgantown 
WETZ—New Martinsville 
WCEF—Parkersburg 


Parkersburg 
Parkersburg 


\—Pineville 


WCOM 
WPAR 
Ww Ww Y¢ 


WLOH—Princeton 
WRON—Ronceverte 
WELC—Welch 
WMCD—Welch 


WHAW—Weston 


WBTH—Williamson 
WISCONSIN 


WATK 
WAPL 


Antigo 
Appleton 





STANDARDS ACT 


1812. 
1813. 
1814. 
1815. 
1816. 
1817. 
1818. 
1819. 
1820. 
1821. 
1822. 
1823. 
1824. 
1825. 
1826. 
1827. 
1828. 
1829. 
1830. 
1831. 
1832. 
1833. 
1834. 
1835. 
1836. 
1837. 
1838. 
1839. 
1846. 
1841. 
1842. 
18438. 
1844. 
1845. 
1846. 
1847. 
1848. 
1849. 
1850. 
1851. 
1852. 
1853. 
1854. 


WISCONSIN—continued 
WHBY—Appleton 
WATW—Ashland 
WLBL—Auburndale 
WBEV—Beaver Dam 
WBEL—Beloit 
WGEZ—Beloit 
WCHF—Chippewa Falls 
WBIZ—Eau Claire 
WEAU—Eau Claire 
WRFW—Eau Claire 
WFIZ—Fond du Lac 
WTKM—Hartford 
WCLO—Janesville 

W KBH—tLa Crosse 
WKTY—La Crosse 
WLDL—La Crosse 


WLDY—Ladysmith 
WOMT—Manitowoc 
WWwoc—Manitowoe 
WMAM—Marinette 
WDLB—Marshfield 


WIGM—Medford 


WMNE—Menomonie 
WLIN—Merrill 
WEKZ—Monroe 
WNAM—Neenah-Menasha 
WOSH—Oshkosh 
WPFP—Park Falls 
WSWW—Platteville 
WPLY—Plymouth 
WPDR—Portage 
WIBU—Poynette 
WPRE—Prairie du Chien 


WRDB—Reedsburg 
WOBT—Rhinelander 
WJIMC—Rice Lake 
WRCO—Richland Center 
wTCH—Chawano 
WHBL—Sheboygan 
WSHE—Sheboygan 
WwCcow—Sparta 
WSPT—Stevens Point 
WDOR—Sturgeon Bay 


1855. WOKW-—Sturgeon Bay 

1856. WTRW—Two Rivers 

1857. WTTN—Watertown 

1858. WAUX—Waukesha 

1859. WDUX—Waupaca 

1860. WHVF—Wausau 

1861. WOSA—Wausau 

1862. WSAU—Wausau 

1863. WBKV—West Bend 

1864. WFHR—Wisconsin Rapids 
WYOMING 

1865. KBBS—Buffalo 


A 


1868. 


1869. 


4Q7% 
Isic) 
IQ71 
id 


1872. 


1873 


66. KATI 


7. KSPR —- 


Casper 


‘asper 
Casper 
Cheyenne 
Cheyenne 
Cody 
Evanston 
Lander 


KVOC 
KFBC 
KVWO 
KODI 
KLUK 


KOVE 





FAIR LABOR STANDARDS ACT 473 





Ww YOMING— continued HAWAII 

1874. KOWB—Laramie 1899. KHBC—Hilo 
1875. KASL—Newcastle 1900. KILA—Hilo 
1876. KPOW—Powell 1901. KIPA—Hilo 
1877. KRAL—Rawlins 1902. KTOH—Lihue 
1878. KWRL—Riverton 1903. WMVI—Wailuku 
1879. KVRS—Rock Springs 
1880. KWYO—Sheridan PUERTO RICO 
1881. KRTR—Thermopolis . ‘ 
1882. KTHE—Thermopolis a ae 

883. KGOS—Torrington ee ee ene cua 
oo 1906. WCMN—Arecibo 


1908. WJ VP—Caguas 


at 1909. WMDD—Fajarda 
1885. KBYR—Anchorage 1910. WX RF—Guayama 
1886. KENI—Anchorage 1911. WIAC—Santurce 


1887. KFQD—Anchorage 
1888. KLAM—Cordova 
1889. KFAR—Fairbanks 1912. WSTA 


VIRGIN ISLANDS 


Charlotte Amalie 











1890. KF RB—Fairbanks 1913. WIVI—Christiansted 

1891. KINY—Juneau 

1892. KJINO—Juneau OMISSIONS 

1893. KABI—Ketchikan ‘ 

1894. KTKN—Ketchikan 1914. WMOK—Metropolis, Il. 

1895. KIBH—Seward 1915. WNRC—Oakland, Md. 

1896. KIFW—Sitka 1916. WKNK—Muskegon, Mich. 

1897. KSEW—Sitka 1917. WJ WG—Conway, N. H. 
1918. WCHL—Chapel Hill, N. C. 

GUAM 1919. KMED—Medford, Oreg. 

1920. WAGS—Bishopville, S. C. 

1898. KUAM—Agana 1921. KELS—Nacogdoches, Tex. 


SUMMARY OF TELEVISION STATIONS LOCATED OUTSIDE OF STANDARD METROPOLITAN 
AREAS, FEBRUARY 1957 *° 


i. Total number of stations located outside of Standard metropolitan areas, 
163 : 
(a) TV only, 50. 
(0) AM-TY, 113. 
II. Number of NARTB members located outside of standard metropolitan 
areas, 78; (a) percent of total NARTB membership, 24.4. 


TELEVISION STATIONS” LocaTep OUTSIDE oF STANDARD METROPOLITAN AREAS,” 


FEBRUARY 1957 


ALABAMA CALIFORNIA 
1. WAIQ—Andalusia 8. KBAK—Bakersfield 
2. WMSL—Decatur 9. KERO—Bakersfield 
3. WTVY—Dothan 10. KHSL—Chico 
4. WTIQ—Mumford 11. KVIP—Redding 





12. KSBW—Salinas 
a 138. KVEC—San Luis Obispo 
ARIZONA 14. KEYT—Santa Barbara 
or . 15. KVVG—Tulare 
5. KIVA—Yuma sails 


COLORADO 


ARKANSAS 16. KKTV—Colorado Springs 

17. KRDO—Colorado Springs 

6. KATV—Pine Bluff 18. KREX—Grand Junction 
7. KRBB—El Dorado 19. KF XJ—Montrose 


Sources: Television Factbook, Spring-Summer 1957, published by Television Digest, 
and United States census of population, 1950. 

4 Includes 9 stations in the Territories of the United States and 9 satellite stations 
within the continental United States. 

72 Includes TTV only and AM-T'YV stations listed in Television Factbook, spring-summer 
1957, published by Television Digest. 

438 As defined in the United States census of population, 1950. 





27. 
28. 
29. 


30. 
31. 
32. 
33. 
34. 


36. 
37. 
38. 
39. 
40. 


41. 
42. 
43. 


44, 
45. 
46. 


47. 
48. 
49. 


50. 
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FLORIDA 


WESH—Daytona Beach 


. WITV—Fort Lauderdale 

. WINK—Fort Myers 

3. WPTV—Palm Beach 

. WJDM—Panama City 

5. WEAR—Pensacola 

. WEAT—West Palm Beach 


GEORGIA 


WALB—Albany 
WROM—Rome 
WCTV—Thomasville 





IDAHO 


KBOI—Boise 
KIDO—Boise 
KID—Idaho Falls 
KLEW—Lewiston 
KLIX—Twin Falls 


ILLINOIS 


W BLN—Bloomington 
WILL—Champaign 
WCIA—Champaign 
WDAN—Danville 
WSIL—Harrisburg 











WGEM—Quincy 
INDIANA 
WTTV—Bloomington 
WSJV—Elkhart 
WFAM—Lafayette 
IOWA 
WOI—Ames 
KQTV—Fort Dodge 
KGLO—Mason City 


KANSAS 
KCKT—Great Bend 
KTV H—Hutchinson 
KOAM—Pittsburg 


KENTUCKY 
WEHT—Henderson 


LOUISIANA 


. KALB—Alexandria 

. KLFY—Lafavette 

. PKLC—Lake Charles 
54. KTAG—Lake Charles 
. KNOE—Monroe 


MAINE 


. WABI—Bangor 

. WTWO—Bangor 

. WMTW—Poland Springs 
. WAGM—Presqgue Isle 
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60. 


61. 
62. 
63. 
64. 


65. 


66. 


67. 
68. 
69. 
70. 


Nite CODD 


(3. 
79. 
SO. 
81 


82 
83 


S4. 


86. 
oi. 


Ss 


90. 
91. 


9 
92. 


G2 


95. 
96. 
97. 


. KSTF- 


MARYLAND 
WBOC—Salisbury 

MICHIGAN 
WPAG—Ann Arbor 
WWTV—Cadillac 
WDMJ—Marquette 
WPBN—Traverse City 

MINNESOTA 


KMMT—Austin 
KROC—Rochester 


MISSISSIPPI 


WCBI—Columbus 
WDAM—Hattiesburg 
WTOK—Meridian 
WTW V—Tupelo 


MISSOURI 


KI VS—Cape Girardeau 
KOMV—Columbia 
KHQA—Hannibal 
KRCG—Jefferson City 


. KODE—Joplin 
. KTVO—Kirksville 
. KDRO—Sedalia 


MONTANA 


KOOK—Billings 
KXLF—Butte 


KF BB—Great Falls 
. KMSO—Missoula 

NEBRASKA 
KHAS—Hastings 


KHPL—Hayes Center 
KHOL—Kearney 
Scottsbluff 


NEVADA 


KLRJ—Henderson 
KLAS—Las Vegas 


. KSHO—Las Vegas 
KOLO—Reno 
NEW MEXICO 


KAVE—Carlsbad 
KICA—Clovis 
KSWS—Roswell 


NEW YORK 


3. WCNY—Carthage 
94. 


WSYE—Elnira 
WTVE—Elmira 
WCDB—Hagaman 
WPTZ—Plattsburg 








98. 
99. 
100. 
101. 
102. 


103. 
104. 
105. 
106. 
107. 
108. 
109. 


110. 
111. 


112 


113. 
114. 
115. 
116. 
117. 


118. 
119. 
120. 
121. 


PAs) 


124 


126 


127. 
128. 
129. 


131. 
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NORTH CAROLINA 


WUNC—Chapel Hill 
WFLB—Fayetteville 
WNCT—Greenville 

WITN—Washington 
WMFD—Wilmington 





NORTH DAKOTA 


KBMB—Bismarck 
KFYR—Bismarck 
KDIX—Dickinson 
WDAY—Fargo 
KNOX—Grand Forks 
KCJB—Minot 
KXJB—Valley City 


SOUTH DAKOTA 


KDLO—Florence 
KOTA—Rapid City 
OHIO 
W HIZ—Zanesville 
OKLAHOMA 
KTEN—Ada 


KVSO—Ardmore 
KGEO—Pnid 
KSWO—Lawton 
KTVX—Muskogee 
OREGON 
KVAL—Eugene 
KOTI—Klamath Falls 
KBES—Medford 
KPIC—Roseburg 


SOUTH CAROLINA 


W AIM—Anderson 
WBTW—Florence 
WSPA—Spartanburg 


TENNESSEE 


WDxXI—Jackson 
WJHL—Johnson City 


TEXAS 
KRBC—Abilene 


KBST—Big Spring 
KGBT—Harlingen 


. KTRE—Lufkin 


KMID—Midland 
KOSA—Odessa 
KPAR—Sweetwater 


{r. Mueller and Mr. McIntire 


134. 
135. 
136. 


137. 


138. 


139. 
140. 
141. 
142. 


143. 
144. 
145. 
146. 


147. 
148. 


. WEAU 
. WKBT—La Crosse 
. WMBV—Marinette 
2. WSAU—Wausau 
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TEXAS—continued 


KCEN—Temple 
KCMC—Texarkana 
KLTV—tTyler 
KRGV—Weslaco 


VERMONT 
WCAX—Burlington 
VIRGINIA 


WCYB—Bristol 
WSVA—Harrisonburg 
WLVA—Lynchburg 
WXEX—Petersburg 


WASHINGTON 


KVOS—Bellingham 
KBAS—Ephrata 
KEPR—Pasco 
KIMA—Yakima 





WEST VIRGINIA 


W HIS—Bluefield 
WTAP—Parkersburg 


WISCONSIN 


-EKau Claire 


WYOMING 


. KF BC—Cheyenne 


ALASKA 


. KENI—Anchorage 


155. KTVA—Anchorage 


159. 
160. 
161. 


162. 


163. 


ij KFAR—Fairbanks 
7 KTVE 
58. KINY 


Fairbanks 
Juneau 


HAWAII 
KHBC—Hilo 
KMAU—Wailuku 
KMVI—Wailuku 

GUAM 
KUAM—Agana 
CALIFORNIA 


(OMISSION) 


KIEM—Eureka 


, please. 
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STATEMENTS OF RUSSELL R. MUELLER, MANAGING DIRECTOR, 
AND JOHN McINTIRE, NATIONAL RETAIL HARDWARE ASSOCIA- 
TION 


Mr. Ketiry. Will you identify yourself for the record ? 

Mr. Mvetirr. I am Russell Mueller, managing director of the Na- 
tional Retail Hardware Association. 

Prior to 5 years ago I had ownership of two hardware stores in the 
metropolitan Boston area. 

I would like to introduce Mr. John McIntire, who is a member of 
eur association. He is a local hardware dealer with three stores 
serving the greater Washington, D. C., suburban area. We are ap- 
pearing in behalf of the N fational Retail Hardware Association. 

Mr. Ketiry. Pardon me, Mr. Mueller. You were going to sum- 
marize your statement? 

Mr. Mueuier. Yes, I am. 

Mr. Kerry. That is fine. Go ahead. 

Mr. Mvuetuer. The next thing I was going to say is that you have 
a copy of our prepared statement and that I will not read from the 
statement in order to conserve the time of the committee, but will 
highspot from the statement briefly and in this way I hope it will 
allow more lengthy questioning on the part of the committee on those 
things that we will talk about in which you will have the greatest 
amount of interest. 

(The statement referred to follows:) 


STATEMENT OF NATIONAL RETAIL HARDWARE ASSOCIATION 


This statement is presented to the Committee by John McIntire, McIntire Hard- 
ware, Chevy Chase, Md., and Russell R. Mueller, Managing Director, appearing 
on behalf of the National Retail Hardware Association. This association has a 
membership of approximately 23,000 hardware dealers located in communities 
throughout the United States. 

Mr. McIntire owns and operates hardware stores in nearby Maryland. Mr. 
Mueller directs the operation of the association and for a number of years had 
ownership interest in two small hardware stores in New England. 

No classification of retail merchants is more typically American than are dealer 
members of the National Retail Hardware Association. These retailers main- 
tain independently owned and operated establishments. Historically, they have 
served the daily hardware needs of their local communities. They carry stocks 
of various lines of hard goods, such as hand tools, garden tools, housewares, paint, 
builders’ hardware, nails, wire products, and farm supplies. 

Forty-three percent of the membership of the N: tions il Retail Hardware Asso- 
ciation is located in towns and communities of under 2,500 population. Seventy- 
four percent of our 23,000 member stores are located in ‘communitie s under 25,000 
population. With this type of varied retailing, store operations and conditions 
of employment depend greatly upon the customer demands upon these stores, 
that is, farmers, mechanics, tradesmen, do-it-yourselfers, and home goods house- 
wife buyers. 

While these truly small business men may be though by some to be individually 
of relative insignificance, collectively, and in their own communities, they repre- 
sent a substantial position in the economy and render a worthwhile service to 
the consumers they serve. 

Each year the association makes a retail hardware survey, using a representa- 
tive sampling of the member stores, based on store sizes and community popu- 
lation. Much of my testimony will be based upon data taken from the 1955 
survey. A few figures taken from this survey will, I feel, give you a specific 
briefing of the types of local merchants engaged in the retail hardware business. 
Our survey for 1956 is now being tabulated. We can furnish data to the com- 
mittee for the year 1956 at a later date if it is desired. 
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In 1955 the average sales volume for retail hardware stores throughout the 
United States was $96,005. The average salary per store owner or manager was 
$4,470. The average salary for all employees, exclusive of store owners or man- 
agers, was $2,705. Attached to this statement as exhibit A is a breakdow n of 
annual salaries of owners and employees of stores in communities, towns and 
cities, by population, together with a breakdown by sales volume of stores. 

I. Basically, we feel that wages and hours in retail hardware stores are mat- 
ters so local in character that they are not susceptible to controls designed for 
nationwide application. 

A. Retail hardware store operations vary, according to the needs of the local 
comlunities in which they are located. 

1. Merchandise offered for sale of necessity must fluctuate in line with the 
unique economies which exist, not only in different regions and different States, 
but within every State and within counties and townships. 

2. Store hours must coincide with the buying habits of the customer. The 
early-morning tradesman working on a construction job expects to pick up 
necessary tools and last-minute repuirements. 

The farmer satisfies his needs and forms his buying habits dependent on 
weather and his ability to get into the field to plant and cultivate his crops. 
He is an early morning and late-in-day customer. 

The householder, Mrs. America housewife, fulfills her requirements between 
these early and late hours. 

8. Store sizes, number of employees, and sales volumes differ by customer 
area influence. 

4. The seasonableness of the business creates high and low periods of store 
hour activity. See exhibits “B.” 

5. Variables of the type enumerated above can only logically lead to varying 
conditions of employment, dependent upon locality. 

B. Employment conditions in hardware stores have unique characteristics. 

1. The employer-employee relationship in hardware stores is a close, per- 
sonal one. There are relatively few employees—average 414 per store. His- 
torically, these employees have had long tenures of employment. They have 
considerable freedom of action during slack hours and slack business seasons. 

2. Employment generally is on an annual basis rather than an hourly or 
weekly basis. 

Irregular hours are not unusual. In small towns and rural communities, 
particularly in agricultural areas, during certain months business is off and 
hours short. Likewise, there are peak seasons when business is up and hours 
proportionately long. 

For example, January, February, and March are notoriously poor business 
months nationally for hardware stores. The average hardware dealer main- 
tains his full employee force during this first quarter period in spite of the 
fact it is traditionally a red-ink period. Our survey figures fer 1955 show that 
on an average 70 percent more business was done in May than in January and 
73 percent more business was done in May than in February. It is obvious 
that under a straightjacket of a minimum wage and a 40-hour week, a hard- 
ware dealer would have to consider laying off employees during extremely slow 
months to make up for additional employment costs required during peak 
seasons. 

3. Employees in many stores (particularly in small stores and rural communi- 
ties) often include the aged, partially handicapped, students and others who 
cannot compete in an open employment market. Such employees would be the 
first to go under any system of controls which would increase the cost of doing 
business for small hardware retailers. 

4. Another unique characteristic about hardware retailers is that store owners 
and managers perform many and varied functions in the store operation. The 
normal situation not only calls for the store owner to serve as manager, buyer 
of the community needs, salesperson, advertising and promotion manager, part- 
time bookkeeper, and many times ends up as delivery boy. 

5. An unusually close relationship exists between personnel of retail hard- 
ware stores and the customers served by them. The store is a service establish- 
ment. Customers come to the hardware store for advice about every conceivable 
problem connected with maintaining a household. The typical hardware dealer 
is identified with community projects. Not only is he a solid citizen but he is a 
stable businessman. This fact is borne out by Dun & Bradstreet statistics show- 
ing fewer business failures among hardware retailers than in any other type of 
retail business. , 
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6. The hardware store is also unique because of the extremely large number 
of items maintained in its inventory. The average store carries 18,000 to 20,000 
seperate articles of merchandice. The need for product knowledge, gained 
only through longevity of employment, is necessarily essential. In order to main- 
tain such an inventory and perform the varied other functions required of him, 
the hardware store owner or manager is in no position to be burdened with 
new or unusal demands upon his time. 

II. Extension of coverage under the Fair Labor Standards Act would have 
serious adverse effects upon the retail industry. 

A. Any attempt to apply set standards for wage rates and hours to retail 
hardware stores would impair the existing close relationship between manage- 
ment and employees and customers served by them. 

1. Rigid controls of wages and hours, such as required under the Fair Labor 
Standards Act, would require that dealers lay off employees during the slow 
business seasons. This would cause obvious problems for management. Em- 
ployee turnover would be great. Time wasted in training employees would be 
increased. Volume of sales per employee would go down. Overall cost of doing 
business would go up. 

2. Layoffs and other unstable conditions would adversely affect employees. 
They would no longer be employed on an annual basis. Warm personal rela- 
tionships with employers would be impaired. Annual pay would decrease. 

3. Poorly trained employees, resulting from unstable employment conditions, 
would mean a lower grade of service to hardware store customers. Inflexible 
store hours would mean less service to customers. A hardware store would be 
unable to properly serve a community during a 40-hour workweek. When your 
total work force is limited to 4%4 employees, it is not possible to stagger the 
workweek. After granting a half day during the week to each employee, the 
necessary lunch periods and time off, a further staggering beyond this point 
would leave the store without employees to satisfy the community requirements. 

4. Increased costs to hardware dealers would necessitate either consumer 
price adjustments or deficit operations. The profit picture for independent retail 
hardware stores does not show room for absorption of any increase in the cost 
of doing business. 

Again, taking our average hardware store doing $96,005 business, we find he 
has: 

$32,257.68 tied up in inventory. 

$22,321.16 invested in furniture, fixtures, delivery equipment, and other 
assets. 

That he meets the payroll of 444 employees, and ends up with a 2.25 per- 
cent profit on sales. 

If we take this same hardware dealer’s total sales and subtract his cost of 
goods, we find that he operates on a 29.40 percent gross margin before operating 
expenses and overhead. More than half of this gross margin is paid out in 
salaries. He has remaining 9.95 percent to take care of his heat, light, rent, de- 
livery truck, and all other expenses, leaving a profit before taxes of only 2.25 
percent. 

His greatest one expenditure is the providing of employment on an annual 
basis to people necessary to help run his business. See exhibit C. 

B. The multiple duties of the store owner and employees alike would make 
the keeping abreast of the involved and complicated rules and regulations to 
properly comply with all of the provisions of the Fair Labor Standards Act 
an undue hardship on this type of retail merchant. 

1. Dealers would fall heir to hundreds of complicated regulations, interpreta- 
tions, and court decisions—which they are not qualified to handle without out- 
side counsel ; e. g., Wage and Hour Interpretative Bulletin, part 778, dealing with 
overtime requirements lists over 90 topics with which a dealer would have to be 
familiar and be kept currently advised. Hardware retailers have no comptroller 
or legal advisers on their payrolls. 

2. Complying with necessary detailed recordkeeping and payroll data require- 
ments would be extremely costly, if not practically impossible. 

3. To have Federal investigators constantly policing compliance, going over 
books, and interviewing employees would work an unnecessary burden on small 
merchants—who don’t have the benefit of regular advice of an attorney ex- 
perienced in handling interpretations under the Fair Labor Standards Act. Such 
activity would cause unrest among dealers and employees, and would interfere 
with store operations. 
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III. Revision of the act to cover only large retailers and multiunit retailers 
or establishments in more than one State would be completely objectionable to 
the retail hardware trade. Any such action would create inequities within our 
own trade and among retail establishments in business communities throughout 
the country. 

A. Hardware dealers who own interests in more than one store have all the 
localized problems confronting single-unit store owners. It is not unusual for 
a store owner to have several units. Frequently store owners in a city near 
a State line have units in residential shopping areas across the State line. Such 
a proposal would extend coverage of the act to many small stores. The effect of 
multiple unit coverage would have just as much bearing on the arguments ad- 
vanced thus far as on single unit enterprises. 

B. To extend coverage of the act to retail establishments exceeding a fixed 
dollar volume, or if they employ a certain number of employees, would result 
in inequities: 

1. The problems involved for a hardware dealer to adjust employment to 
serve customer needs are the same whether the store is small or large. Peak 
time of day and peak and slack seasons exist for both. 

2. Coverage on this basis would create a competitive problem for smaller re- 
tailers in fulfilling their labor requirements. 

3. In either large or small retail establishments, the present desirable annual 
wage advantage would of necessity be abandoned. 

4. Larger stores would have the same difficulty in trying to follow the maze 
of regulations for compliance purposes. 

IV. Today the same reasons that led Congress in 1938 to exempt retailing from 
Fair Labor Standards Act controls, are valid. 

A. When the Fair Labor Standards Act was enacted in 1938, it included a 
retail exemption from the minimum wage and hour provisions. The Congress 
recognized that retailing was primarily local in character and not susceptible 
to controls designed for national application without regard to varying local 
problems. Also, it was recognized that the retail industry could not limit hours 
of work through industrial assembly line techniques, and that retail service to 
customers would require varying hours of work depending on local conditions. 

B. In the next 10 years, the exemption was gradually whittled away by ad- 
ministrative interpretations. In amending the act in 1949, Congress again 
recognized the need for the exemption and adopted clarifying language to prevent 
coverage by administrative regulation. In the retail hardware trade, the need 
for the exemption today is exactly the same as existed in 1938 and 1949, 


CONCLUSION 


Wage scales and hours of employment in retail hardware stores should be 
dictated solely by local conditions and the type of person employed. Any exten- 
sion of coverage of the Fair Labor Standards Act to the retail and service trades 
would be harmful to local merchants, to their employees, and to the customers 
they serve. The National Retail Hardware Association, on behalf of its 23,000 
members in the United States, urges that no such amendment be proposed or 
enacted. 


EXHIBIT A 


1955—Retail Hardware Survey Made by National Retail Hardware Association 


I. United States average, all hardware stores: 


I a i Nile ak A ta Se ee 
Rear ann CUP EE: OE TU cn teste cease eaiens wane einen ses Sa aarp eveinelaih 4, 470 
ee Re ee er ae ee ae Sespnidemsensmniat 2, 800 
Salary per office employee___.......-.....-.- ee ae cinemas 2, 435 


ROT WOE Cel CF OB cine ecco ccnncnsnwnns ati : 2, 315 
Salary per employee (not including owner or manager)—--.----------~- 2. 705 
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cient | -—____-___- -— sucletiadebemiubeis 
Annual | Annual | Annual | Annual | Annual 
sales | sales sales | sales | sales 
under | $25,000 to | $50,000 to |$100,000 to} over 
$25,000 | $50,000 | $100,000 | $200,000 | $200,000 
| |__| iil —|—______ 
II, Towns under 5,000 population: | 
Salary per owner or manager... | $2,690] $3,435 | $4,020] $4,635 | 
Salary per sales person 2, 270 2, 645 2, 905 | 
Salary per office employee | 2, 160 | 2, 195 2, 385 
Salary per other employee-.---..---.--- | 1, 745 | 2, 330 2, 355 
Salary per employee (all employees—not | | 
owners or managers) 2, 140 2, 245 | 2, 590 | 2, 795 
III. Towns of 5,000 to 50,000 population: | 
Salary per owner or Manager 2, 704 | 3, 630 4,095 5, 350 
Salary per sales person 2, 315 2, 710 2, 860 
Salary per office employee | 2,115 | 2, 290 2, 410 
Salary per other employee. - halal 2, 125 | 2, 045 | 2, 290 
Salary per employee (all employees—not | | | 
owners or managers f 2, 236 | 2, 295 | 2, 575 | 2,770 | 
IV. Cities of over 50,000 population: | | { 
Salary per owner or manager-_- 3, 085 | 3, 715 4,770 5, 815 a 
Salary per sales persons | 2, 640 3. 040 8, 310 3, 470 
Salary per office employee | 2, 135 2, 460 2, 750 | » 955 
Salary per other employee | 1, 645 2, 030 2, 215 2, 605 
Salary per employee (all employees—not | 
owners Or Managers) P | 2, 405 | 2, 525 2, 990 3, 085 3, 2 
ExureiT B 


Retail hardware 


stores—Comparative monthly sales 


statistics—1947?-55 























: 
1955 
1947 1948 | 1949 1950 | 1951 1952 | 1953 1954 1955 sales 

| | | } j } volume 

| 

Percent | Perce nt | Percent | Perce nt | Percent | Percent | Percent |Pe rcent | Percent | 
January-...-- Kcomk: Chel Rel. ae 7.4 | 7.2] 5.9} 61) 5.9 5.53 | $5,309 
February - --.-- | 6.0 6.2 6.5 | 7.5 6.7 | 5.9 | 5.8 | 6.0) 5.36 5, 146 
March. .-..- ie, =o aay Sei 20h. 3a 6.8 7.4 7.2| 6.84! 6,567 
April_..--..- | 8.3 | 8.8 | 9.1 | 7.4 8.3 8.5 8.3 | 8.8 9.96} 8,602 
icine 9.2 9.3 95} 7.8 9,2 9.5 9.2] 9.0 9. 38 9, 005 
June... a Re) (Os 93) 84] 87 9.3 9.6| 94] 921) 8,842 
July _- 8.3 | 8.3 8.3 | 9.4 | 7.8 | 8.7 8.7 | 9.0! 9.00 | 8,640 
August_.- : | 8.0 | 8.1 8.0 9.4 8.1 8.5 8.3 8.1] 869] 8343 
September. ---- | 8.7 8.5 | 8.4 8.8 | 8.2 8.6 | 8.4 | 8.3) 8.53 8, 189 
October 9. 2 8.6 8.5 8.6 9.0 | 9.1 8.9 | 8.7 8.70 | 8,352 
November. - 9.0 8.3 | 8.0 8.5 | 8.5 8.0 | 8.0 | 8.1 8. 28 7, 949 
December--- 11.4) 10.7 10. 6 | 9.5) 10.4 11.2 11.3) 5) 11.52) 11,060 
Bc menomn | 100. 0 100. 0 100. 0 100.0} 100.0} 100.0| 100.0 100.0 | 100.0 96, 005 

| | | | 





x 


Notrge.—The trend of this sales pattern t 
from findings of the United States Departme 


years may be found in the above table which was prepared 
nt of Commerce and the National Retail Hardware Ass 





*jation 
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Exureir © 


United States average for all stores reporting, made by National Retail 
Hardware Association for the year 1955 





PR VRPERS BALOE WOT BOOT en a icc ete pene als egteateanpaeentnanel $96, 005 
Percent 
Te I cacascesca oettsinnencsan Sarcasm cea ic aipinn cea cil ligeancadleaganiinidaearia ainda 100. 00 
Ooat Of GO0Es 0016 eset nde etswdeswemdctedds ais cenieenwmmaien 70. 60 
i EN aa iin sce le epee hee cn cig eontaatin eaten lagen 29. 40 
Paid out in salaries: 
Tes SRUOER Wi: DOTA iain ss vances nid hen haan 7.30 
To salespeonie; CBO GAG: ONG oo kins seine nineedencniiinncmds 9. 90 
Petal: the CR: TS, IAT asa siesta tatiana ch anna cte a emcai raat 17. 20 
Other costs of doing business: 
iia aii ccc cinsieal lb epeiaeigeinindechaeccehepeanlbeg sabe social lihas 1, 45 
CG iii nase ince ttpichlaiiminie atin cites eka cecan ee dpanlingaigin abate . 05 
Delivery expense (other than Wate) aqcicsccncscsncccnennseennn . 60 
Depreciation : 
PERE CRON, 6 oo. oe caeeeemecaacwkwe thes lca asiotinabaacival 20 
_wUFAE, ces: Oe: TOUR kn ck cl ie ean . 40 
eek, ihe. WRRr GRE BOW Olid ska wien ttiwtndnncedntonsdaas . 1d 
Ins surance. stn acters gc eat sicdchsidastanbtane te aaedielamea aaa . 
Interest on ‘borrowed money ceils ei ie ac aa aa .10 
a ee ee ei nicec.cs cco dette ec Annhcde cn tana acta ane lo 
ORBICS PAPPUCH RUG DORKS Ga. o. oct sciiceer cme atiwteiadinhncoaduntninaaie . 40 
i a a aij edaudotilicted ecu bls caddis ascites ican mndnaladeiaiaaiae 2. 50 
Repairs to building. scp ip Apes te lenses hacia cla il tao akaalli .10 
Taxes (excluding Federal income tax) --__-___-_~_- Bin al enlaces 1. 05 
Ny OI Re itticekcnncicales aicectetcseeiicciesh nicetcnenciaetmptisehis ean idalnd Mibaiha 35 
Unclassified, including store supplies... 2... ce 1. 05 
Total expense (not including interest on investment) ___________ 27. 15 
Earnings on sales (before Federal income tax) _--_-__________________ 2. 25 


Mr. Mur.tirr. The National Retail Hardware Association has a 
membership of approximately 23,000 hardware stores. These member 
stores are located in 10,278 communities throughout the United States; 
43 percent of our stores are in towns and cities of under 2,500 popu- 
lation, 74 percent of our stores are in towns under 25,000 population, 
88 percent of our stores are in towns under 50,000 population. 

We like to consider ourselves one of the last bulwarks of independ- 
ent retailing in the United States and we do represent the grassroots 
distribution. 

These are truly small-business men serving basically smalltown 
America. Over all they distribute nearly $3 billion worth of goods. 
These goods are essential to the comraunities in which these ‘stores 
are located. 

I would like to give you a thumbnail sketch of this hardware dealer 
that we are talking about and all of the complete data is in the state- 
ment and some of the facts and figures that I will recite are in complete 
detail filed with our statement. These figures are taken from our 
annual survey conducted among our membership. 

Highspotting in this thumbnail sketch of the hardware dealer, he 
does $96,500 worth of business. He has $32,257 in inventory, he has 
$22,321 in furniture and fixtures, cash registers, store front, delivery 

equipment. He meets the payroll of 444 people. The store owner 
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and manager earns $4,470 and the average salary per employee in 
our store is $2,705. 

Mr. Keiixy. Pardon me. Are they paid on a monthly basis? 

Mr. Muetier. On an annual wage scale. They are paid weekly 
but all of our figures are computed on an annual wage scale. 

This hardware dealer operates on a 29.40 margin. Over half of 
this margin is devoted to salaries. The remaining 9.95 takes care 
of heat, light, rent, delivery, and so forth. He ended up in the year 
1955 with a 2.25 earning on sales. That was his profit. That is before 
taxes. 

Now, let us look at the customers that this hardware dealer serves. 
He does business with the tradesmen, the early morning tradesman, 
the man that is putting up a residential property in construction work 
and comes into our stores at rather an early hour. Then we do busi- 
ness with the early and late buyer and that is the farmer. He comes 
in according to weather conditions or according to the work that he 
has performed in the field and expects to be serviced in our type of 
store. 

Between these two types of customers we service the housewife, and 
she buys from us between these early and late hours. 

Therefore, the store hours are flexible and compared to industry 
they are quite long hours. 

The seasonableness of the business I think must be apparent to any 
of you who have patronized your local retail hardware store. Tradi- 
tionally our stores operate in red ink during the months of January, 
February, and March, and again different from industry, we do not 
shut down our stamp presses, if we had such, until orders are aceumu- 
lated and we can start the stamp presses running again—we could 
not, with our employment, during this period of time. 

I would also like to have you look over our employee- employer re- 
lationship. Let us keep in mind that we have 414 employees. In that 
type of an organization you are bound to have a very, very close rela- 
tionship between the boss and the people working in his store. The 
owner oftentimes is the bookkeeper, he is the pure hasing agent. He is 
the promotion manager, and not infrequently he is also the delivery 
boy. The average hardware store carries anywhere from 18,000 to 
20,000 individual items. We have some stores that carry as many as 
35,000 individual items of merchandise. This makes longevity of 
employees’ service extremely desirable and it also lends an atmosphere 
in our stores where in January, February, and March we have em- 
plovees that go out and do a little hunting and various other things 
on store hours, so to speak. 

By now I hope that I have given a word picture of this typical retail 
hardware store and perhaps one with which, as I mentioned before, 
you are acquainted in your own particular community from which 
you come. We are a service type of business, fulfilling the needs of 
the community for home repair, for construction, for the farmer, and 
the housewife. The extension of wage-hours to our retail industry 
would have some very damaging effects. 

Point 1. We feel that wages and hours in retail hardware stores 
are so local in character that they are not susceptible to controls de- 
signed for a nationwide application, because the store operations vary 
according to the needs of the community in which they are located 
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and because store hours must coincide with the buying habits of the 
customers that we serve. 

Point 2. Employment conditions have unique and local characteris- 
tics in our type of store because we are on an annual payroll basis. We 
maintain payroll during a quarter of the year in which traditionally 
we run in red ink, when our sales do not meet our overhead, because 
longevity of service is essent ial in our type of business and the service 
that we attempt to render. 

Point 3. Rules and regul: ations that would be required under wage- 
hour, if our stores came under it would work a particular hardship on 
our type of store because, and let us look again at that store owner, he 
does everything and in many instances his wife is his bookkeeper and 
she comes in on a part-time basis. 

Wage-hour Interpretive Bulletin No. 778 deals with 90 topics on 
overtime provisions alone and our dealer would have to become 
familiar with that type of regulation. We have no legal advisers or 
comptrollers on hardware-dealer payrolls. 

Point 4. The proposal of amendments that would apply tests are 
also objectionable to our form of retailing; that is, tests according to 
volume, tests according to number of units, tests according to number 
of employees. I think: you might assume that we would take the posi- 
tion that these tests would not cover our stores in the majority of in- 
stances, but we are faced with the larger store competition. 

When we have 41% employees, by the time we give the guy an after- 
noon off a week, by the time he gets a haircut, by the time we arrange 
our lunch periods between 11 o'clock and 1 o’clock, we would have 1 
person on the sales floor and how that 1 person can be staggered to 
come closer to a 40-hour week, I do not know. 

Sut at the same time, the larger store would be able to stagger em- 
ployees to the extent that he could come closer to the 40-hour work- 
week and yet we would have to draw our employees in our stores from 
the same labor pool as the larger stores. 

Further, in terms of these tests, we have no evidence of any mem- 
bers who have 3, 4, or even 10 stores, where they are any better 
equipped to meet the requirements of wage-hour or are faced with any 
different marketing problems than the single-unit hardware store. 
There is no different problem. 

Also we must draw again from this same labor pool. With large 
stores covered we would be at a disadvantage in securing employees 
for our stores as we require a 54-hour workweek. That is what our 
people work. Obviously, with retail hardware stores showing a a 
profit on sales, there is no room for absorption of any additional cos 
of doing business on our part. 

In conclusion, the same reasons that led Congress in 1938 to exempt 
retailing from the Fair Labor Standards Act controls are valid. When 
the Fair Labor Standards Act was enacted in 1938 it included a retail 
exemption from the minimum wage and hour provisions. The Con- 
gress recognized that retailing was primarily local in character and 
not susceptible to controls designed for national application without 
regard to varying local conditions. 

Also, it was recognized that the retail industry could not limit hours 
of work through industry assembly-line techniques and that retail 
service to customers would require varying hours of work depending 
on local conditions. 
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In the next 10 years the exemption was gr: adually whittled away 
by administrative interpret: itions. In amending the act in 1949, Con- 
gress again recognized the need for the exemption and adopted clari- 
fying language to prevent coverage by administr: itive regule ation. 

In the retail hardware trade the need for the exemption today is 

»xactly the same as existeci in 1938 and 1949. Wage scales and hoes 
of employment in retail hardware stores should be dictated solely by 
local conditions and the type of person employed. Any extension 
of coverage of the Fair Labor Standards Act to the retail and service 
trades would be harmful to local merchants, to their employees, and 

» customers that they re. 
oe N ‘tional Ret: ‘ ul H i ware Association on behalf of its 23.000 
members in the United States urges that no such amendment be pro- 
posed or enacted. ; Se 

Mr. McIntire has hardware stores here in Bethesda, Chevy Chase, 
and Kensington. He is considerably larger than this average hard- 
ware store that I have been describing to you. His volume in the 
three units exceeds a half million dollars. He and I are prepared 
to answer any questions which I hope the committee will bring forth. 

He can answer questions regarding the individual store operation, 
and any questions as to membership coverage of our association, the 
makeup of our association, and any industry applications can be 
directed to me and I believe I would be qualified to answer. | 

I want to thank the committee for the opportunity of presenting 
our views and hope that they will have your utmost consideration. 

Mr. Ketiry. Mr. Mueller, you have an average of 414 employees 
in the store and have something like 23,000 stores. That would give 
a total number of employees, approximately, of about 92,000. 

Mr. Mvetzer. Around 100,000. 

Mr. Keixey. If you work a 54-hour week and the average salary is 
a little over $2,000 a year, that does not average a dollar an hour. 

Mr. Mveuier. I think it would come out to about $1.09. $2,705 is 
our average. 

Mr. Ketiey. Oh, I misunderstood. Was the average 54 hours a 
week ? 

Mr. Muetier. Yes, sir. 

Mr. Keuey. 6 days? 

Mr. Mveier. Well, it would be about a 514-day week. It de- 
pends on the store location. Michigan is usually : a Wednesday after- 


noon closing area. Some are Thursday. Friday and Saturday are 
usually our heaviest days. 

Mr. Ketiry. You say it is $1.09 av erage for the industry. 

Mr. Muetxer. Yes, sir. 

Mr. Krtrry. That would mean that quite a few would be less than 
$1. 

Mr. Mvetier. And some would be more th: an a dollar. 

Mr. Keurry. Surely. 


Mr. Mvetier. We use a lot of high-school boys. We use a lot of 
part-time depending on location of the store. 

Mr. Keiury. Mr. Landrum? 

Mr. Muriurr. I think the significant thing there, if I may pursue 
that further, is that the owner and man: ger is taking $4,470 out of 
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the business each year and we are ending up with 2.25 percent before 
Federal tax. 

Mr. Ketiey. Would the manager’s salary be separate ? 

Mr. Mueturr. Yes, sir. 

Mr. Ketter. Mr. Griffin ? 

Mr. Grirrty. Is is the overtime provisions of these proposals that 
you are concerned about ? 

Mr. Mvuetier. We are concerned about extension. 

Mr. Grirrixn. You do not want regulation if possible? 

Mr. Mvetrier. That is correct. 

Mr. Grirrin. If you were going to have it, it is the overtime provi- 
sion and the computing of this regular rate and so on. I think, that 
is of particular concern / 

Mr. Mvetier. If I think two things are undesirable, I would hate 
to make a choice of which of the two undesirable things I would prefer. 

Mr. Grirrixn. Aside from high school and college students and 
some people in technical categories, anybody who has to earn a living 
cannot do very well if he does not make at least a dollar an hour these 
days. Do you think that is a fair statement ? 

Mr. Murtier. I would say that is a fair statement, yes, sir. 

Mr. Grirrix. So that a dollar minimum for anyone who has to live 
on it is not out of line. Your particular industry works much more 
than 40 hours and you have lots of problems as far as the overtime 
application is concerned. 

Mr. Murtter. That is correct. 

Mr. Grirrry. I do think we want to emphasize the fact that in 
all these retail businesses we do have people in special categories, older 
people, college and high school students, working part-time so that, 
if there is to be any extension of the coverage these typical categories 
should be considered. 

Mr. Ketiry. Mr. Ayres? 

Mr. Ayres. I can appreciate your problems. I went out of the 
hardward business. I was in the plumbing and heating business and I 
heard by the grapevine that if you put in a hardware line it would be 
quite advant: —— to carry the overhead in the slack months of the 
heating business, but I soon found that the heating business was cov- 
ering the loss for the hardware business, so that we sold the stock of 
hardware equipment. 

Mr. Ketter. We thank you very much, gentlemen. We enjoyed 
your testimony. 

Mr. Mvetiter. Thank you for this opportunity. 

Mr. Keriry. Mr. Packard of the Packard Hotels Co. 
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STATEMENTS OF ARTHUR J. PACKARD, MOUNT VERNON, OHIO, 
CHAIRMAN, GOVERNMENTAL AFFAIRS COMMITTEE, AMERICAN 
HOTEL ASSOCIATION; CHAS. W. MERRITT, LEGAL COUNSEL, 
AMERICAN HOTEL ASSOCIATION, NEW YORK; AND M. 0. RYAN, 
WASHINGTON REPRESENTATIVE, AMERICAN HOTEL ASSOCIA- 
TION, WASHINGTON, D. C. 


Mr. Packarp. Mr. Chairman and gentlemen, for the record, I am 
Arthur Packard of Mt. Vernon, Ohio. This is Mr. Charles Merritt, 
legal counsel for the American Hotel Association, and Mr, M. O. Ryan 
of our Washington office. 

Mr. Lanprum (presiding). What is your position ? 

Mr. Packarp. I am chairman of the Governmental Affairs Commit- 
tee of the American Hotel Association and a hotel operator in the State 
of Ohio, Mr. Landrum. 

As a matter of fact, I am president of the Packard Hotel Co. in the 
State of Ohio. It owns and operates a number of small hotels in 
county seat towns in the Sate of Ohio. 

For the past 12 years I have served as a member of the Governmen- 
tal Affairs Committee of the American Hotel Association which ca 
resents 90 percent of the first class hotel rooms in the United States. 

I have been in the hotel business, gentlemen, all my life. My father 
was in the hotel business before me, and my son has just finished his 
college education and is also in the hotel business. I think I am ade- 
qui rtely qualified to say something about the business in which my 

family has been for three generations. 

The minimum wage and hour law, gentlemen, is not a new type 
of law under which hotels are obligated to operate. In my own 
State of Ohio, we have lived under it for a long time. There is much 
merit in the proposal put forward by Senator Ives last month, that 
the Senate committee might consider exempting establisments in those 
States which have their own minimum wage laws. After all, where 
the States employ a differential between large industrial areas and 
small rural communities, the minimum wage formula makes sense. 
But if we are to consider imposing the same wage standards on the 
smallest hamlet in the deep South as business establishments in in- 
dustrial centers in the North, it is inevitable that we would usher in 
grave inequities and impractical operating problems. 

As an illustration, let me cite some facts from my own company. 
Last year, when I appeared before the Senate Labor Subcommittee, 
the administration was asking for an increase in the Federal mini- 
mum wage to 90 cents an hour. I had my accountants estimate the 
increased wage cost to which this would expose us, and the increased 
charges we would be obliged to make for guest rooms. At that time 
this would have meant an increase of $2 per day per room, or 53 
percent of our present average room rentals. Already, before such in- 
crease, the labor costs in my hotels, which are typical, exceeded 42 
cents on the dollar of sales. Today, increasing the minimum wage 
to $1 an hour, with differential increases for other more highly paid 
oo would force me to raise my wage costs to nearly 50 cents 
on the dollar of sales, and would mean an increase in my room rates 
of $2.45 per day, in order to recoup this added expenditure. Frankly, 
I do not believe that my guests would continue to patronize my hotels 
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with such tariffs prevailing. We would find them in motels, in tourist 
homes, or sleeping in their cars, along the road. eal 

Last week the spokesmen for the National Restaurant Association 
appeared before the Labor Subcommittee of the Senate. I was in- 
terested in noting the close similarity in their industry figures, com- 
pared to ours. tort LeSauvage, long-time chairman of the 
Government Affairs Committee for that group, reported that if 
restaurants of the country were brought under the $1 an hour mini- 
mum wage, it would mean an incre ased wage cost of 50 percent. This 
would require an increase in menu prices from 25 pe reent to 35 per- 
cent. Admiral LeSauvage, like our hotel people, feels that the public 
will strongly resist such price increases, 

Out in my own State, our Ohio Hotels Association has done some 
checking on the subject of increased prices which we would be obliged 
to charge the general public. Figures worked out, under the ouid- 
ance of competent auditors, reveal that certain aver age hotels, whose 
average rom rate today is $5, would be ob opr to raise that price to 
$7.25. Similarly, an $8 room today would become $10.95. And a 
$2.50 dinner would become $3.50. There just is not a chance in the 
world that the general public would accept these prices. Our patron- 
age would drop dangerously, and I honestly cannot tell you how we 
could rearrange our industry performance in a way that would be 
satsifactory to the public, and still remain solvent. 

By the way, gentlemen, may I observe that proposals to establish 
new and higher minimum wages are raining down on the 48 legisla- 
tures these days, as well as on the Congress. The moving forces be- 
hind this phenomenon are well known. It was indeed wholesome, 
however, to learn just 2 weeks ago of one State up north where a 
large labor union opposed an increase from 75 cents to $1 an hour 
in the State minmum wage, and favored continued exemption of 
service industries such as hotels. It would appear that even union 
groups realize the grave maladjustments which can flow in the wake 
of this practice of arbirtar y wage fixing by statute. 

Mr. Grirrin. Could I interrupt and ask the details on that? 

Mr. Packarp. Yes; it is in the State of Connecticut. We have a 
gentleman in the back of the room from the State of Connecticut 
where the unions themselves opposed the coverage. 

Mr. Grirrtx. Do you know what union it was? 

Mr. Packarp. Unfortunately, we know, but we cannot tell you. 

Mr. Grirrtin. I see. 

Mr. Packarp. Many of the bills before this subcommittee propose 
a mandatory 40-hour week with time and a half for overtime. This 
is simply not realistic. Out in our various States, including Ohio, 
the local unions frequently oppose any reduction from a 48-hour 
week. They find that a great many employees i in the hotel industry, 
for instance, are eager to work that extra time. This is especially 
true of service e mployees, or what you would call tip employees. 

If a bellman is cut down to 40 hours his income is cut considerably. 
He would rather work 48 hours a week. 

So we raise the question as to whether the inspiration for this re- 
duction in the workweek, made by spokesmen for national labor 
organizations, meets with the approval of their own membership in 


the field. 
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[ have tried to study carefully the many bills which are before your 
subcommittee, and the statement in which Secretary of Labor Mitch- 
ell presented the administration’s point of view with reference to 
amendments to the Fair Labor Standards Act. The wide differences 
between these bills and the program which the administration advo- 
cates, makes it next to impossible for a witness to discuss the impact 
of all such proposals upon his industry. We note especially that 
some of the bills currently before your committee would extend cov- 
erage into our field. We are pleased to note certi lin concessions, how- 
ever, wherein Secretary Mitchell would exclude from overtime pay 
the newly covered establishments in the retail and service categories, 
and would include an allowance for tips when calculating minimum 
wage. Even so, the Secretary’s proposals would be crippling to the 
great bulk of our industry. 

Whether the Congress ultimately enacts some measure comparable 
to H. R. 4575, or a program which parallels that which is advocated 
by the Secretary, we are unable today to tell you just how many estab- 
lishments in our industry would be covered on the basis of a dollar 
yardstick. The regulations which would be drawn by the Depart- 
ment of Labor would tell part of the story. But the rest of the tale 
would depend upon wide fluctuations in the volume of business and 
number of employees in individual establishments, from year to year. 

In other words, they might be under it one vear and exempt the 
next year. 

For instance, I could perhaps sell several of my hotels, and thus 
gain exemption. On the other hand, even a small hotel, if it were 
bought by one of the larger chains, would promptly be covered. 1 
cannot imagine any more distressing factor to inject into a service 
Celeste such as ours than that particular problem. T - would upset 


every formula which has been employed heretofore in determining 
the worth and the salability, of small hotel properties, And I think 
the same thing would be true of any small retail or service estab- 


lishment. 

The argument is sometimes advanced that there are some States 
which do not have minimum wage laws, and thus the Federal Govern- 
ment must move into this field. I think that argument is unrealistic, 
gentlemen, because if a State, in all its sovereignty, has decided that 
it does not need to legislate a minimum wage, it does not follow that 
it abdicates that responsibility, and invites the Federal Government 
to come in and take over. 

I have on hand with me, a recent release published by the Depart- 
ment of Labor, showing the wide variance in average hourly earnings 
in our industry, by job categories, in many cities throughout the 
United States. In some cities, the same job pays three times as much 
as it does in the smaller towns in other parts of the country. There 
is no better barometer for wage levels. It is incredible to imagine 
that you can equalize this situation over night, and establish uniform 
wage levels, simply by selecting out of thin air some arbitrary figure 
for a minimum wage. 

May I recite quickly for you the six principal premises upon which 
we urge our continued exemption from this Federal] statute: 

(1) Hotels are one of the very few places of business which are 
obliged to remain open by statute in most places 168 hours a week. 
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On the basis of a 40-hour week, this means more than four shifts of 
employees. One-half to two-thirds of employee time is not productive, 
because they must be on duty during hours of the day, and on the 
three days of the weekend, when our properties are nearly empty. 

The class of hotels that we operate in the small towns are idle 
Friday, Saturday, and Sunday, but our employees must be there just 
the same so that the situation is different from that of a factory. 

(2) Inasmuch as we produce no goods for commerce, and ship 
nothing into commerce, we contend that we are truly intrastate in 
character. All of our business is done between the four walls of the 
institution. 

We feel that we should continue to be subject only to State regula- 
tory bodies. Were this Congress to bring local retail and service 
institutions under the Fair Labor Standards Act, the next step would 
be to invade State jurisdictions, and to bring Main Street under other 
labor statutes, and other Federal regulatory bodies. 

(3) sm probably have more types ‘of fringe pay benefits than 
any other business in the country. For the purpose of computing $1 
an hour cash wage, how would we evaluate such items as meals, 
lodgings, uniforms, tips, and all those elements of real wage which 
are found in the hotel business ? 

Several bills currently before the House would deny a resort hotel 
the opportunity to place any value on meals and lodgings, for in- 
stance, if the property is outside of town, and other competitive 
restaurant and housing facilities are not available to the employees. 

Imagine, if you will, a man operating a resort who pays his tip 
employees a dollar an hour. He gives him room and meals and every- 
thing else over and above the cash wage. Gentlemen, it is unrealistic. 
According to the Bureau of Census, ‘there are 3,418 seasonal hotels, 
which had 11,223 employees, as of the last enumeration. I say to 
you that every one of these establishments would be in dire peril if 
this element of the real wage were set aside entirely, and the em- 
ployers compelled to pay a minimum cash wage of $1 an hour in 
cal over and above other benefits that he receives. 

(4) The hotel industry has always prided itself on employing large 
numbers of high school and college students in summer months, elderly 
persons, even housewives, and many handicapped persons. The rea- 
son is that many of our employees work inside, where they are not 
exposed to the elements, and many work at idle times, when only 
supervisory work is required, as compared to heavy physical work. 
These people, together with the unskilled persons, and seasonal em- 
ployees, for whom the industry provides a substantial number of job 
opportunities, could not be further employed if we were obliged to pay 
a minimum of $1 an hour. If we were to discharge these people, it 
is dubious whether many of them could find employment elsewhere. 
Further, such an obligation on the part of hotels would be a spur to 
mechanization, whereby additional thousands of jobs over the country 
would be permanently eliminated. 

(5) A very delicate balance exists in local service industries such 
as ours. Any attempt to regulate business from Washington will 
inevitably bring on more inequities than it will cure. Let me give 
you an illustration. According to the Bureau of the Census, there 
are 735 hotels which employ 100 or more persons, and under Secre- 
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tary Mitchell’s formula, where he uses “enterprises,” this number of 
covered establishments would rise to more than 1,000, inasmuch as 
small houses affiliated with a chain might be covered, in addition to 
those properties which alone possess more than 100 employees. And, 
at a time when hotels, gentlemen, are fighting for their very lives with 
competition from motels and motor hotels, the Congress would give 
to these outlying housing establishments a terrific benefit over us, 
since there are only 3 motels in the entire United States—census 
figures—which have 100 or more employees. Also, tourist homes, 
clubs, YMCA’s, and many other nonprofit organizations would be 
spared this increase in costs, to which the bulk of our industry would 
be subjected. Such discrimination could spell ruin for what we think 
is a great industry. 

(6) Whatever formula, whether it involves 50,000 hotel employees, 
as Secretary Mitchell suggests, or whether it is some other number, 
which were ultimately brought under the Federal minimum wage, as 
a result of new legislation, our industry would be part in and part 
out. But the man who says that this would have no effect upon the 
smal] operator simply does not know what he is talking about, be- 
cause as Mr. Mueller testified a moment ago, we must still buy our 
labor from the same pool in competition with those who are under, 
and who would pay that wage. 

The small hotel on one side of the street must certainly pay equal 
wages to the big property a block away, if it is to successfully recruit 
employees from a common labor pool. I operate in towns where some 
of the Nation’s largest hotel chains have properties. Compared to 
them, my hotels are small, indeed. But right down the line, job for 
job, my payroll costs would match theirs in most respects. 

In addition to that, my room average may only be 60 percent of 
what his average is at the present time. 

In his state of the Union message, President Eisenhower urged labor 
and management to guard vigila tly against at tendencies 
which arise from wage increases, where they are not tied directly to 
higher productivity. We in the hotel business have had reduced pro- 
ductivity over a period of time, even with higher wages. And akine 
our business is concerned, there simply is no chance in the world that 
any further increase in labor cost could be absorbed by management. 
Our occupancy in hotels has dropped steadily year after year, from 
1946 to 1955, when it came to rest at 72 percent. Last year marked 
the first time that this downward trend was arrested, but even then 
the occupancy barely held its own with the preceding year. The 
Treasury Department is authority for the statement that hotels are 
one of the two least profitable industries in America today, from the 
standpoint of return on investment. So I do want to assure you that 
it is impossible for our industry to make substantially increased wage 
payments, which would be forced upon us, without raising our prices 
proportionately, to the point where we would be pricing ourselves 
out of business in many instances. 

The National Restaurant Association presented some interesting 
data March 15 to the Senate subcommittee, revealing that any move 
at this time to increase the Federal minimum wage would, without 
doubt, usher in inflationary pressures. 
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Admiral LeSauvage quoted from the official publication of the 
Hotel and Restaurant Employees and Bartenders International 
Union, which read: 

It appears that the higher the legal minimum is, the higher the wages which 
we can bargain from our employers * * *. We still hope to secure coverage for 
our industry under the Fair Labor Standards Act * * *. Having this, there 
can be no doubt that for the members of our union we will be able to negotiate 
better minimum wages. 

We ask you to reexamine the entire proposal about bringing the 
little establishments up and down Main Street under the Fair Labor 
Standards Act, if this be the true objective for which national labor 
spokesmen are bending every effort. ] 

We recently made a telegraphic canvass of secretaries of the hotel 
associations in those States which now have minimum wage laws. 
While a few of them pointed out that some hotels had experienced 
difficulty in complying with the provisions of such statutes, the ma- 
jority found themselves able to live under those measures, The prin- 
cipal, reason for this, I believe, is that the usual formula in a State 
minimum wage statute is to provide a differential, based on the size of 
a city, and other pertinent factors, including the cost-of-living index. 
These same secretaries, who are quite competent to assess the impact 
of a new Federal minimum wage of $1 an hour, estimated some room 
rate increases, in the hotels of their States, running up to 60 and 70 
percent. We have their tabulation with us, if any member of the 
committee would like to inquire about a particular State. We will 
not burden the record, however, with the data unless you wish. 

I also have a product of a very thorough analysis made by the 
Oklahoma Hotel Association, also under the guidance of expert 
accountants. Whereas their labor costs in 1956 stood at 36 percent, 
this would be raised 82 percent in the State of Oklahoma if all hotel 
employees were brought under the Federal minimum wage at $1, and 
limited to a 40-hour week. This would bring the labor cost up to a 
total of 66 percent of the expense dollar, a sum which is absolutely 
beyond reason in our industry. 

Mr. Lanprum. Would you see if we can clear that point? You 
do not mean to tell us that the labor costs of the Oklahoma hotels are 
running 82 percent of their dollar ? 

Mr. Packarp. No, sir. It would increase 82 percent and would 
run to 66 percent of their dollar. I am sorry if 1 misled you. 

Hotels in that State, as an example, charged an average room rate 
last year of $5.08, but they would need to increase this rate $3.34 a 
day. if forced to comply with the Fair Labor Standards Act. This 
would bring the average room rate throughout the State to $8.42. 
[t is simply out of the question for the hotels in that part of this great 
country to exact such fees from their patrons. In no time at all, they 
would be driven into insolvency. 

It is not as though the hotel industry were guilty of slave labor wage 
scales. I invite your attention to the charts which show the trends 
since 1929, and which are attached to the back of this statement. 

You will observe that our hourly wages have trebled in the past 16 
years. And superimposed upon this figure are such real benefits as 
meals, tips, uniforms, et cetera, for a large number of our employees. 
Please note how wages have continued to skyrocket, far in excess of 
our industry’s gross income. And during the same period, the num- 








492 FAIR LABOR STANDARDS ACT 


ber of employees in hotels has dropped. These are earmarks of a sick 
industry. We who are in this business can never forget the decade 
of the 1930’s, when 82 percent of all the hotels in America either went 
broke, or were obliged to refinance. So while our profits, at the peak, 
have been unusually low, the total wages paid have trebled, in ‘spite 
of a decline in the number of employees and in the number of hotels. 

I have heard continued references to the fact that nobody has any 
desire to impose Federal minimum wage over retail or service estab- 
lishments, except those which are included in the “big chains.” I do 
not hesitate to tell you that even the largest chains in the country are 
fearful that this additional increase in costs could definitely usher in 
a situation where we were pricing ourselves out of the market. 

In an attempt to be helpful to your committee, we also undertook a 
survey of chain hotels to ascertain the impact which coverage would 
impose upon their properties. Out of 60 hotel chains which replied, 
52 have 100 or more employees. ‘Thirty-five of the 60 chains reported 
that 1 or more hotels in their group are currently doing $500,000 or 
more a year in gross business. ‘These 60 chains represent a total of 
545 hotels, many ‘of which are small properties. 

My own chain isas: ample of small properties. 

Data in our possession reveals that many of the efficiently operated 
hotel chains in the country would be obliged to increase their room 

rates and menu prices 20 to 25 percent or more. We therefore contend 
that it is a grave fallacy to presume that, in our industry, at least, 
chain organizations could be brought under this coverage overnight 
without any major dislocation. 

We understand that the Department of Labor expects to conclude 
its study of current wages in the retail field within 60 to 90 days. 
This detailed study should throw much light on the need for any arbi- 
trary expansion of coverage into intrastate establishments. I think it 
is extremely unfortunate that there is so much pressure upon your 
committee to rush through legislation on this important subject before 
you have had the benefit of these new figures to guide you. 

Even the farmer, or the commercial gardener, might well become 
victim of the serious repercussions arising out of coverage of hotels 
and restaurants. The Department of Agriculture currently estimates 
that one-fourth of all the food consumption in the United States is 
dispensed in public eating places. If some of these establishments 
were obliged to close their doors, or to limit their service appreciably, 
it could easily change the pattern of food consumption to the very 
great detriment of those foods which are most popular with the patrons 
of hotels and restaurants. Our hotels have long been cooperating 
with the Department of Agriculture, and give special emphasis on 
their daily menus to those foods which are listed as being in abundant 
supply. But this outlet for surplus foods would be materially re- 
duced if many of our hotels and restaurants found themselves unable 
to continue in business. 

Gentlemen, the proposals that you are considering could have reper- 
cussions even beyond the ability of any of us tocomprehend. It would 
disturb thousands, even millions of business relationships of a nature 
which you and I have never, and probably could never, have brought 
to our attention in any testimony here. The enactment of this bill 
could open a Pandora’s box, so to speak, which all of you gentlemen 
might wish sometime could have been kept closed. 
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Let me give you a specific example of one of the consequences of this 
legislation which none of us had foreseen, and which probably you 
have not foreseen. 

[ would like to explain in some detail that this legislation could 
impose Federal minimum-wage and overtime coverage on each and 
every employee of some 30 ,000 of the smallest businesses in America, 
including thousands of our smallest hotels. I am fully aware of the’ 
announced intention of those who sponsored H, R. 4575 to exempt 
retail and service establishments with an annual gross income of less 
than $500,000, But these 30,000 small restaurants and hotels, and 
other business establishments, of which I speak, may not be able to 
qualify for this exemption even though they are retail and service 
establishments in every sense of the w ord. 

That is a side issue that I am calling to your attention. Undoubt- 
edly there are many latent dangers in the pending proposal but I 
will touch on one of these problems to show you what could come up. 
F _ instance, the selling of bus tickets in a small town is being carried 
on by these people. There are 40,000 communities in the United States 
that have no other means of public transportation than buses. Many 
ot our small hotels and restaurants sell bus tickets in their lobbies 
and receive a 10-percent commission from the bus companies on such 
sales. 

This practice is followed only in those towns which are too small 
for a bus company to maintain its own terminal facilities. Passen- 
gers can wait comfortably inside the hotel lobby until the bus arrives. 
In this respect the hotel is furnishing a genuine public service to many 
rural communities. 

For a number of years, the Wage and Hour Division has claimed 
that persons selling bus tickets in hotel lobbies are subject to the 
Federal wage-and-hour law, if more than 25 percent of the gross in- 
come of the hotel is derived from such ticket sales. During this 
period, hotels which sell bus tickets have claimed that the 25- percent 
nonretail tolerance should include only the hotel’s commission from 
bus ticket sales, since only the commission is income for the hotels. 
The receipts from such sales are deposited to the account of the bus 
company, Which later pays a 10- percent commission to the hotels. 
The Wage and Hour Division has claimed that the exemption is lost 
if the gross sales price of all bus tickets sold during the year exceeds 
25 percent of the hotel’s annual income. 

It is conceivable in a small hotel of 10 rooms, acting as a bus station, 
to have the sale of bus tickets running more than 25 percent of their 
gross income and although the courts have agreed with us, the Wage 
and Hour Division will not follow the courts’ ruling in this particular 
case, and still holds us liable to coverage under the Fair Labor Stand- 
oe Act. 

As bad as this ne is at the present time, it would be multiplied 
many times if H. R. 4575 were enacted. Under the present law, the 
loss of exemption arising out of bus ticket sales would bring within 
the coverage of the Federal wage-and-hour law only those employees 
who actually sell tickets, since only these employees are construed as 
being “engaged in commerce.” However, under the coverage language 
proposed in H. R. 4575, every employee in an establishment would be 
subject to both minimum-wage and overtime requirements if that 
property lost its exemption because of bus ticket sales. 
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The same thing would apply to a contract with the Western Union 
because you send ‘the messages from the hotel or restaurant. 

Now, gentlemen, I am very grateful for the time on behalf of the 
industry. I would like, Mr. Chairman, with your indulgence, if I 
may, to ‘take 2 or 3 minutes to tell you w hat I, as an individual operator 
in the State of Ohio, think about the proposals before your committee. 

To me, as an operator of smal] hotels in a Midwestern State. the 
proposed law seems awfully bad. To begin with, it is not good for the 
employee. We are the largest employers of marginal labor in the 
world, people overage, people who are handica »ped, people with low 
productivity. If they were able to go into ndaetry they would not 
be washing pots and pans and dishes, and doing the menial jobs that 
need to be done around hotels. These are employees that we must 
have. We are the employers, you almost might say, of the unemploy- 
able people, whose productivity is sub-standard. 

If we are subject to this law, those people will have to be eliminated 
as much as possible. We will have to mechanize everywhere we can. 
We will have to, if we pay a dollar an hour, hire people of greater 
productivity, and only have 2 workers where perhaps we had 3 before. 
So that for the employees in our business, with the exception of de- 
partment heads, and higher echelon people, it would be a bad law. 

It is not going to be a good law for the employer because a man in 
the hotel business today cannot afford to absorb a dollar an hour and 
stay solvent. 

The hotelman today cannot live under a dollar an hour requirement 
with the kind and type of employees that he has, and with the com- 
petition that he has, so that it is not good for the employer. We know 
it is not good for the public because those hotels that survive an 
increased wage cost are going to have to pass that cost on to the 
public. The man who travels is going to have to pay more for his 
room and his meal and all other services, because I, as an operator, 
cannot absorb that additional cost. So it is not good for the public. 

Certainly it is not good for Government, gentlemen, because all of 
us nowadays are inte rested in a sound fins uncial administration, Yet 
you are ti aking on an administrative headache, or a policing problem, 
which is going to cover not only every metropolitan area, but every 
middlesex village and farm in this country. You are going to have 
to spend millions and millions of dollars in administrative costs. You 
are going to have to increase the Government payroll by tens of 
thousands of employees. 

You have a problem of administration where 1 year you are in, and 
1 year you are out, or half of your industry is in and half out, so 
certainly it poses a p roblem to the Government and it is not a good 
law for them. 

If it is not good for the employee and the employer, and is not goe dl 
for the public or the Government, then why should it be changed ? 

That, gentlemen, is my personal feeling, as an operator of a hotel. 

Mr. Lanprum. Does that complete your statement? 

Mr. Packarp. That completes my statement. I am very grateful 
for the time you have given us, Mr. Landrum. 

Mr. Lanprum. If we could swn up your very able statement, I 
wonder if it could be said truthfully that you are telling us that, if 
the Government moves into the hotel business any deeper than it is 
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already in it, that the business will go broke and you will all go 
broke ¢ 

Mr. Pacxarp. I will tell you very frankly, gentlemen, that we are 
engaged in a life-and-death struggle—that is putting it very bluntly— 
with the motel industry. 

Mr. LanpruM. You say positively that the hotel industry as a group 
will not be able to survive an increase to a $1 minimum ? 

Mr. Pacxarp. I will say this to you, Mr. Landrum: That the hotel 
industry as a whole will not survive. Few could survive. Ten years 
ago there were 150,000 motel rooms in the United States. Today 
there are a million of them, and only 3 of those motels employ 100 
people or more. Those are the Bureau of Census figures from last 
year. There are only 1 million first-class hotel rooms in the United 
States so that there are as many motel as hotel rooms, but only 3 of 
those motel operators employ 100 people. You put us at a competitive 
disadvantage that will, gentlemen, ruin a great industry. 

Mr. Lanprum. Mr. Holt? 

Mr. Hot. I enjoyed your testimony, Mr. Packard. 

I was curious in the Oklahoma comparison, as to how their costs 
compare with yours in Ohio. 

Mr. Packarp. Their costs are lower than mine are in Ohio. When 
you get into certain Southern States where wages are based primarily 
upon the cost of living, a wide variation with industrial areas is noted. 
Certainly we know that it does not cost as much to live in a small 
town in Oklahoma, or even in Oklahoma City, as it costs to live in 
Washington, or Chicago, or New York, so that as a consequence their 
wage scale is lower in the Southern States. 

temember, that in every small city of the United States such as 
mine, for example, our labor pool is limited. All employers must 
buy out of that labor pool, in competition with industry, so that I 
must have something to offer them. I either employ people who are 
overage, and who cannot work in industry, or else they work for me 
and get room and board, and uniforms, and meals, and tips, and so 
forth. Many of these latter would prefer to work in service estab- 
lishments. 

Mr. Hour. How large is your chain ? 

Mr. Packarp. My chain is seven small hotels in the State of Ohio, 
in county seat towns. 

Mr. Ayres. What towns? 

Mr. Packarp. Wooster, Elyria, Mount Vernon, Piqua, Findlay, 
Springfield, and in Van Wert, Ohio. 

Mr. Ayres. Is this Oklahoma survey a fair survey of the United 
States, or is that an extreme survey ? 

Mr. Packarp. It would be an extreme survey as compared to some 
of the metropolitan areas, as compared to New York, or Washington, 
or Chicago. But small hotels account for the bulk of the first-class 
rooms in the United States. And 76 percent of all the hotels belonging 
to the American Hotel Association are hotels of 125 rooms or less. 
So when we take the Oklahoma figures—and they were gracious 
enough to supply it to us—yes, it would be extreme, compared to Wash- 
ington or New York, but it would not be extreme compared to Mount 
Vernon, Ohio. They have a higher room average than I have. Mount 
Vernon is a town of approximately 18,000 or 20,000 people. 
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Mr. Ayres. You say 76 percent of the hotels that belong to your 
association are under 100 rooms. 

Mr. Pacxarp. About 60 percent of the first-class hotel rooms in 
the United States belong to the American Hotel Association. I might 
elaborate on that. There are, in the United States, I think, about 
25,000 hotels. But that includes rooming houses. For instance, in 
Virginia, if a man has six or more rooms for rent, he can get a hotel 
license. 

The American Hotel Association represents out of a million rooms 
approximately 600,000 to 650,000 rooms. 

Mr. Ayres. How many of your members are unionized? What 
employees are unionized ? 

Mr. Packarp. We have less that 10 percent of our hotels that are 
unionized, but we have about 70 percent of the employees that are 
unionized. In other words. the big hotels in the industrial areas that 
represent 70 percent of the employees are unionized. The small hotels 
are not. Out of my 7 hotels I have 1 that is unionized and 6 that they 
have never bothered with. About 14 percent - our member hotels are 
unionized. They represent approximately 45 percent of the total 
number or rooms in our total membership. 

Mr. Grirrrin. Will you yield? 

Mr. Horr. Yes, sir. 

Mr. Grirrin. You might not have this information, but through 
your hotel association we would be interested in any collective bargain- 
ing agreements with unions which provide for wages of less than $1 
an hour, if there are such. 

Mr. Merrirr. There are many. 

Mr. Packarp. As a matter of fact, in my own State of Ohio I do 
not know offhand of any union contract. There might be one, but I 
do not know of any union contract in the State of Ohio, certainly not 
my own, that has been negotiated at anywhere near that particular 
figure. 

Mr. Ayres. Will you yield? 

Mr. Grirrin. Yes. 

Mr. Ayres. In what city are you represented by the union? 

Mr. Pacxarp. In Springfield, just out of Dayton. You know 
Springfield, Mr. Ayres. 

Mr. Ayres. Yes. You negotiate through the Bartenders and Wait- 
ers Union? 

Mr. Packarp. That is right. Their home office is in Cincinnati, 
as you know. 

Mr. Ayres. Is the reason you have unions in Springfield because 
that is the only hotel that has a bar in it? 

Mr. Packarp. The reason is that when we bought it they had a 
union contract, but as a matter of fact we have owned that property 
for 4 years, and we just renegotiated a new union contract last No- 
vember. Each year we comes that contract. Last year is the 
first time, as a iaile, that the union has asked us for any raises. 
Our union contract, for instance, for waitresses in the city of Spring- 
field, I think, called for 47 cents an hour. It might have been 48 
cents. They were raised from 40 to 47 cents an hour. 

Our maid scale in the town of Springfield had been raised from 
about 60 cents up to 65 cents, as a sample. 
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Now, the State of Ohio, as you know, has a minimum-wage law 
today for service employees of 55 cents an hour, and for nonservice, 70 
cents. Our union contract was renegotiated last November. Under 
the new contract our employees were entirely satisfied. 

Mr. Lanprum. What about the hours? 

Mr. Pacxarp. It is a 48-hour week. And let me emphasize, Mr. 
Landrum, that roughly two-thirds of the employees in a hotel are 
service employees. If they cut down on their hours, they cut down 
on their revenue. 

Mr. Ayres. Could you supply us with a list of the hotels, that are 
organized by some union, where a contract has been negotiated at 
less than the dollar minimum ? 

Mr. Packarp. Yes; we can supply that easily. 

Mr. Grirrin. I think that is very significant. Is it possible to sub- 
mit typical contracts ? 

Mr. PackarD. We can do that. As a matter of fact, that is part 
of the service that we provide our membership. Those figures are 
available. Unfortunately we do not have them with us but we can 
supply that to the committee within a few days’ time. 

(Information referred to was subsequently furnished by the wit- 
ness, and follows:) 
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Mr. Lanprum. Do you have further questions ? 

Mr. Hort. Did you participate in the Labor Department survey 
in the retail field ? 

Mr. Pacxarp. Mr. Mitchell did not request any figures from us, 
although all of the statistics that we have supplied have been ac- 
cepted as official by the Department of Labor. We have always 
cooperated with them. The only thing about this survey that Mr. 
Mitchell is making is that it cover just the retai] business. It has 
nothing to do with service industries, hotels, restaurants, dry cleaning 
establishments, laundries, etc. 

Mr. Hott. In the hotel business is there any way of telling how 
much of your profit comes from these banquets or things where you 
bring in extra help? 

Mr. Packxarp. That varies widely between hotels. 

Mr. Hour. Is it a good portion of it? 

Mr. Pacxarp. I know what my banquet sales are for each month. 

Mr. Hor. Is it a major factor? 

Mr. Pacxarp. In the month of December it is a major factor. I 
am not doing anything in the world except selling Christmas and New 
Year’s parties. The traveling man is off the road and I have to sell 
food. I know that I sold so much beverage, and so much food, in 
banquets and parties, but I know only what my overall] cost is 

Mr. Ayres. Are you acquainted with Mr. Charles A. Horrworth. 
executive vice president of the American Hotel ea, ion / 

Mr. Pacxarp. I know him very well. Iam a past president of the 
American Hotel] Association. 

Mr. Ayres. We had a statement made earlier in the week by a 
representative from New York representing the union who quoted 
Mr. Horrworth as saying that 1956 was the best year ever for the 
United States hotels. He went on to say that “The hotel industry’s 
business rose to a record of $2,652,000,000—an increase of 4 percent 
over that of 1955.” 

He went on to say that 1957 will be an even better year. 

Mr. Packarp. Let me say this to you, Mr. Ayres. In the first place, 
with no reflection upon Mr. Horrworth, he is an optimist, because 
he is the head of a national trade association. That is No. 1 

In the second place, as you have had to raise prices and have had 
to meet increased labor costs which we have had to do in the State of 
Ohio with a new minimum wage and hours law, you still have not 
sold any more rooms, but you have more dollars coming into the till. 
For instance, I read in the papers and certainly the union representa- 
tives are going to call it to vour attention, the fact that the Hilton 
Corp. made 84 percent more last year than they made the year before, 
but they will not tell you that those are nonrecurring items that 
were made from the sale of hotel properties brought on by the dis- 
solution order of the Government. They were able to rid themselves 
of properties at a profit. 

Their operating profit bears no relation to that figure. Those 
figures will be submitted to you unquestionably by representatives who 
seek the expansion of coverage of this bill, but they are not realistic 
because they do not take into account all factors. 

Mr. Ayres. You are saying that the gross business was up, but the 
net profit was not up in proportion. 
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Mr. Packarp. That is right. : am saying that in my hotels in 1956 


oe I did more business than I did in 1955, but the records are available 
in the Treasury Department from my income tax that I made less 

_ money because my cost 1s going up. I cannot raise my prices further 

ac- because I have reached the point of diminishing returns, gentlemen. 

i You can only charge so much before you lose the customer. 

swede Your per diem ‘allowance for Government employees is a sample. 


| I ultimately have to lose in the hotel business unless that is changed. 
we It is $12 now. You can come to Mount Vernon as a sample or Spring- 
field, or Findlay or Piqua or Van Wert and I will house you and feed 
ted you for $12 a day, and be hap py to do it, at a profit, but you cannot 
do it in Washington or New York or other large cities. 
I did more business in 1956 than in 1955, but I made less money. I 
have reached the point of diminishing returns in my business. Yet 
here is a bill that if my room averages in the cities in which I] oe. 


are $4.75 and I h ave to add $2.50 to it, to phrase it vulgarly, 1 am a 
dead pigeon because the meat and cooky salesmen that call on me w t 
I not pay that price. That holds true of every hotel. Remember tha 
a 76 percent of our member hotels are hotels of my size. 
ell Mr. Lanprum. Mr. Ayres, will you yield? 
in Mr. Ayres. Yes. 
| Mr. Lanprum. Mr. Packard, does your association have any figures 
th, that would show what the average travel allowance per diem is for 
the meat and the cookie salesmen or the typical salesman of that type / 
he Mr. Packarp. I do not think my industry would have it. I could 
probably in my own hotels pick that up quicker than the accountants 
a for the American Hotel Association. All I would have to do is ask 
ed the Firestone man and the man from Swift or Kraft Cheese, and other 
he such guests. 
ys Mr. Lanprum. Is it reasonable to assume that when the housewife 
nt buys the porterhouse steak that she has paid for the per diem allow- 
ance of that salesman who came around ¢ 
Mr. Packarp. Unquestionably. 
2; Mr. Lanprum. Does it follow, sir, that not only would the hotel 
Ise owners and operators be required to raise their rates with the exten- 
sion of this coverage, but that the extension of the coverage to such 
ad establishments would inevitably mean a rise in the cost of the meat 
of and the cookies? 
ot Mr. Packarp. Unquestionably it is an inflationary spiral. Every 
I. man who stays in my hotel, and who sells anything, must get more for 
a- his product if he has to pay me more. I do not care whether it is 
on the meat or cooky salesman or the man who sells copper pipe. 
es Mr. Lanprum. Does it inevit: ably come to the farmer in your mid- 
at western State of Ohio getting less and less of what the final product 
S- brings ? 
es Mr. Packarp. That is correct. 
Mr. Lanprum. Thank you for yielding. 
se Mr. Horr. Do most of the resort hotels belong to your association ? 
10 Mr. Packarp. Yes, sir. 
1c Mr. Hou. We had a witness from New York City. I know that is 
a different situation, but she seemed to think that this universal travel 
le card helped business a lot. 
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Mr. Pacxarp. The reason I can tell you about this is that I happen 
to be chairman of the board of that corporation. We started out with 
40,000 travel cards. We now have approximately 100,000. The Diners 
Club is a sample of our competition. I think they have somewhere 
around a quarter of a million cards out. The Diners Club collects 
7 percent. The hotel or restaurant man who honors a Diners Club 
card has to pay 7 percent of his gross sales to the Diners Club. If I 
honored them in my hotel, which I do not, I would have to pay % 
percent every time a man charged a meal. We organized the universal 
travel card for one reason. We felt that if we can afford to pay 7 per- 
cent commission, we would give it to the customer. The travel card, 
gentlemen, pays no commission or anything else in the world. What 
we are actually doing is giving the customer 7 percent more instead 
of giving it to some promoter who sells other credit cards. 

Mr. Hoxr. In other words, it has not affected your business ? 

Mr. Pacxarp. No. I do not think so. If we had a million ecards 
out I think it would encourage people to travel the hotel way. Let us 
put it that way. Certainly so far 100,000 cards has made no impact 
on the hotel business with a million rooms. At least it is not visible. 
The thing that it has done for us, we think, is that if we can get them 
in use, they will permit the customer to get 7 percent more for his 
dollar than he spends with us than he could get otherwise. 

Mr. Horr. Do you charge for giving out these cards? 

Mr. Packarp. $5. 

Mr. Hour. That is the same as the Diners. 

Mr. Packarp. But we do not pay 7 percent which the Diners Club 
does. That takes care of the issuance plus the actuarial figure on the 
credit loss 

Mr. Hotr. Does that committee putting out the cards make a profit? 

Mr. Packarp. As a matter of fact, our setup on that is that if we do 
make a profit it goes to a charitable organization for research and 
study and education and things of that nature. The hotel association 
as such, nor myself as an officer and a stockholder, do not take a dime. 
We even pay our own travel expenses, Mr. Holt. 

Mr. Horr. I think I received one of your cards in the mail the other 
day so that I guess I owe you $5. 

Mr. Pacxarp. I will tell you what happened, Mr. Holt. In all prob- 
ability some hotel association in your State sent you that with their 
compliments. I will guarantee that they paid me for it. Asa matter 
of fact, it is all set up on a charitable and educational basis and even 
the directors and officers such as myself, and there are five of us, pay 
our own travel expense to and from board meetings. é 

Mr. Horr. I understand your problem with competition from the 
motels. We had some testimony saying that there was going to be 
construction of new hotels at a higher rate than 1955 with 90 built 
or under construction in the first 10 months with 25,000 additional 
guest rooms. Are they mostly in big cities? 

_ Mr. Pacxarp. Yes, they are either luxury type buildings or in 
industrial areas. You just had one open in Philadelphia, the Shera- 
ton. It has 1,000 rooms. You have had the Americana, just opened in 
Miami Beach, as a sample of a new resort hotel. Certainly nobody 
builds a new hotel in a town the size of mine. The last one. as Mr. 
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Ayres knows, that was built in the State of Ohio was built in Lan- 
caster. That has been 10 or 12 years ago. 

Mr. Hott. Does your organization have any kind of co-op buying 
setup to help the smaller hotels in purchasing ? 

Mr. Packarp. We have a research department that tells him which 
is the best kind of a sheet to buy or which is the best detergent to buy. 

Mr. Horr. Usually they buy it locally? 

Mr. Pacxarp. That is right. Once again, my legal counsel here 
tells me that you cannot organize a co-op for tax reasons in a trade 
association. That had slipped my mind. We do, however, have a 
research department which, as I say, advises each of our members. 

Mr. Ho xr. It could be a corporation that purchases. 

Mr. PacKarp. I suppose so. It advises them where to buy. 

Mr. Horr. You do not purchase for an association ? 

Mr. Packarp. Wherever possible I buy what is the right merchan- 
dise through a local dealer. I want his friendship in my town and 
want to give him all the business that I can, providing the price and 
quality of his merchandise is right. 

Mr. Ayers. Mr. Landrum? 

Mr. Lanprum. Mr. Ayers. 

Mr. Ayers. I think one of the most helpful things in helping us 
make our decision here would be copies of these contracts and the 
number of employees that have been affected by these negotiations 
with unions where the union leadership and the management of the 
hotel have sat down jointly and agreed that, due to local conditions, 
this contract could not be any better. 

Mr. Packarp. We can give you that in detail. 

Mr. Lanprum. You will provide the committee with that? 

Mr. Pacxkarp. In 2 or 3 days I will have it in your hands. 

(The information referred to will be available for reference when 
furnished. ) 

Mr. Ayers. That will give us an opportunity perhaps, Mr. Chair- 
man, to go to some of these local communities and ask the union leader 
and the man who negotiated the contract, “Why did you have this 
contract? If you could not get a better one at the local level why 
should we pass a law to force you?” 

Mr. Pacxkarp. Gentlemen, if you in your own good judgment 
should decide that you want to go to a certain place and see what is 
happening in that town, I can say to you that you can fly into the city of 
Columbus, Ohio, in an hour and 40 minutes. We would have avail- 
able for you in Columbus the union contracts of the Deshler-Hilton 
Hotel or the Fort Hays Hotel. Then, in Springfield, which is only 
40 miles away, as a sample, there are contracts which were negotiated 
in good faith. This is in the State in which the union has its own na- 
tional headquarters. 

Mr. Ayers. I think it would be much better to go to Columbus than 
Akron. 

Mr. Pacxarp. Perhaps that is true. It might be better for you, 
Mr. Ayers, if we went to Columbus than Akron. 

Mr. Ayers. I have conferred with the union people in Akron. I 
can concur in what you say. They have negotiated as good a contract 


as possible. They would not object necessarily to us setting a floor 


and saying, “Start from here,” but on the other hand I have found 
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it true that the people in the service industries, the waiters and the 
waitresses who have good assignments now are not particularly con- 
cerned about a minimum wage. They are concerned about what they 
can do in the way of giving good service so that they get. a larger tip. 

Mr. PacKarp. As a m: itter of fact, gentlemen, once again I am 

talking to you as an individual and not as a represents itive of the 
hotel association. I have approximately 600 employees in these 7 
hotels. I do not think that there was any bellman, I do not think 
there was any waiter or waitress that ever has been concerned in the 
least bit about the St: of Ohio’s minimum-wage law or the Federal 
minimum-wage law. I do not think it has been of any concern to 
them. I think every one of them realizes that fr ankly they are in 
business for themselves; that if they give good service to their cus- 
tomers their income is going to be substantial. I cannot get a wait- 
tress, for instance, who works for me under the State of Ohio law at 
55 cents an hour, to take a hostess job which pays $1.25. She will not 
take it. She makes more money as a waitress. 

Mr. Lanprum. Mr. Griffin / 

Mr. Grirrrn. I think one of the best contributions that you made 
was to bring this point in about the sale of bus tickets and how there 
are some ways that the volume of business can be blown out of propor- 
tion. I would be particularly interested if your association could 
furnish me or this committee with any more details on that situation. 

Mr. Pacxarp. As a sample, I did not read it, but we have this court 
case here. We can give you details on that. 

Mr. Grirrin. Do you have any basis for saying how many hotels 
are involved in a situation like this? 

Mr. Packarp. We have had only one case in court, but there are lots 
of small hotels that do not even belong to our association which are in 
trouble today. 

Mr. “pia al If there are any other ways that hotels give service 
whereby their business volume would be affected under these tests, I 
think it would be a service to bring them to our attention. 

Mr. Pacxarp. May I say this: The motorbus association has asked 
for time to appear before your committee and in all probability they 
would have much more complete information than we would. I can- 
not tell you about the restaurant industry. Yet I know in little towns 
around Mount Vernon where I live, Centerburg, as an example, has the 
bus station in a restaurant. Centerburg is a town of 1,200 or so people. 

In Fredericktown the bus station is also a restaurant. It is a restau- 
rant in many of those bus lines that run from Akron down to Mount 
Vernon, Wooster, and Columbus. 

Mr. Ayres. I think it is in Utica. 

Mr. GRIFFIN. I know that in some hotels in my district a whole 
travel bureau is operated by hotel employees and it would not just be 
the sale of bus tickets but airplane and even railroad tickets and hotel 
accommodations perhaps in other communities. I wonder whether 
that would be true. Apparently this example would apply to that 
situation too. 

Mr. Pacxarp. As a matter of fact, let us take another fringe issue 
that arises under the proposals before you. That is the telegram. A 
telegraph office in a town my size closes in the evening at 6 o’clock so 
that the man who wants to send a wire comes to my ‘hotel. We call 
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up the railroad station and they send it out over the tower of the 
B. & O. Railroad. We say, “How much is it?” The man says, “It is 
$1.05.” We collect the $1.05 and the next day turn it over to Western 
Union. 7 

Mr. Lanprum. I believe Mr. Graham has a couple of questions. 

Mr. Granam. Realizing that H. R. 4575 would cover everybody and 
then getting into the suggestion of Secretary Mitchell, would your 
interpretation not be that if any hotels or hotel chain employed over 
100 people regardless of their inflow of a million dollars those em- 
ployees who would be considered to be engaged in commerce would 
then be covered ? 

Mr. Pacxarp. Under Secretary Mitchell’s recommendation, only 
those who are engaged in commerce would be covered, but under H. R. 
4575 everybody who worked for a covered establishment would be 
obliged to comply. 

Mr. Granam. I understand that, but what I am trying to determine 
is this: In a hotel your switchboard operator is engaged in commerce. 
Your clerk behind the desk is engaged in commerce. Your book- 
keeper is engaged in commerce. Your bellboy is engaged in com- 
merce. Under past interpretations and rulings of the Administrator, 
even under the Secretary’s proposal, if your enterprise employed 
100 people, those people who were engaged in commerce would lose 
their exemption regardless of whether there was an inflow of $1 mil- 
lion or not, is that correct ? 

Mr. Packarp. That is correct. 

Mr. Lanprum. Are there any further questions ? 

Gentlemen, we thank you for your appearance. We appreciate 
your willingness to go so much into detail. We feel that it may be 
helpful to the committee. 

Mr. Packarp. Thank you very much, Mr. Landrum, and gentlemen. 

Mr. Lanprum. The committee will adjourn until 10 a. m. Tuesday, 
March 26, when we will hear further witnesses. 

The committee is in recess, 

(Whereupon, at 12:10 p. m., the subcommittee recessed to recon- 
vene at 10a. m., on Tuesday, March 26, 1957.) 
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TUESDAY, MARCH 26, 1957 


Hovse or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS 
OF THE COMMITTEE ON EpUCATION AND LABOR, 
Washington, D.C. 


The subcommittee met, pursuant to recess, at 10:20 a. m., in room 
429, Old House Office Building, Hon. Augustine B. Kelley (chairman 
of the subcommittee) presiding. 

Present: Representatives Kelley (presiding), Landrum, Roosevelt, 
Holt, Ayres, and Griffin. 

Staff members present: Fred G. Hussey, chief clerk; John O. 
Graham, minority clerk; and James M. Brewbaker, general counsel. 

Mr. Ketitey. The committee will please be in order. 


STATEMENT OF KENNETH A. MEIKLEJOHN, LEGISLATIVE REPRE- 
SENTATIVE, RETAIL, WHOLESALE, AND DEPARTMENT STORE 
UNION, AFL-CIO 


Mr. Ketiey. Mr. Meiklejohn, will you identify yourself for the 
reporter and then proceed. 

Mr. Merkitesoun. Mr. Chairman and members of the subcommit- 
tee, my name is Kenneth A. Meiklejohn. I am an attorney, associ- 
ated with the firm of Cobb & Weissbrodt, with offices at 1908 Q 
Street NW., Washington, D.C. 

Mr. Ketiey. Are you going to summarize your statement ? 

Mr. Merxiesoun. Yes, sir. I would like to ask that the statement 
as a whole be included in the record, if that is permissible. 

Mr. Ketiey. Without objection, that will be done. 

(The statement referred to follows:) 


STATEMENT OF KENNETH A. MEIKLEJOHN, EsqQ., LEGISLATIVE REPRESENTATIVE, 
RETAIL, WHOLESALE, AND DEPARTMENT StTorRE Union, AFL-CIO, on ExteNsIon 
OF THE COVERAGE OF THE FAIR LABOR STANDARDS ACT 


Mr. Chairman and members of the subcommittee, my name is Kenneth A. 
Mefklejohn. I am an attorney, associated with the firm of Cobb & Weissbrodt, 
with offices at 1908 Q Street, NW., Washington, D. C. 

I appear here as the legislative representative of the Retail, Wholesale, and 
Department Store Union, affiliated with the American Federation of Labor and 
Congress of Industrial Organizations. The national office of the international 
union is located at 182 West 43d Street, New York, N. Y. 

I appreciate very much, Mr. Chairman, this opportunity to present the views 
of the Retail, Wholesale, and Department Store Union (RWDSU) on the very 
important legislative proposals that your subcommittee is considering. In my 
opinion, the Congress has no more appropriate or necessary legislative task be- 
fore it at the present time than the prompt enactment of legislation to bring 
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presently excluded workers within the protection of the $1 an hour minimum 
wage and the 40-hour week prescribed by the Fair Labor Standards Act. The 
president of the Retail, Wholesale, and Department Store Union, Mr. Max 
Greenberg, has asked me to express to you, Mr. Chairman, and to your sub- 
committee the feeling of gratification he shares with the more than 160,000 
members of the Retail, Wholesale, and Department Store Union as a result of 
the early start the subcommitte has made on this legislation in this session of 
the Congress. 

The Retail, Wholesale and Department Store Union is, of course, primarily 
interested in obtaining the protection of the $1 an hour minimum wage and 
the 40-hour week (with overtime at time and one-half the regular rate of pay 
for hours worked above 40 in any week) for approximately 10,500,000 workers 
employed in retail and wholesale trade. Only 3 percent of all retail workers 
are now covered by the Fair Labor Standards Act, and nearly one-third of all 
employees who are still excluded from minimum wage and maximum hours 
protection under the Federal wage and hour law are retail workers. 

We are aware, however, that there are workers in many other industries who 
have been denied the protection of the Fair Labor Standards Act in just the 
same way as have the retail workers. We join the spokesmen of the interna- 
tional unions representing the workers in these industries in urging that the 
act be broadened to encompass these workers in other industries, as well as the 
workers in retail and wholesale trade. 

My testimony today is in support of the bill that has been introduced by the 
distinguished chairman of this subcommittee, Congressman Kelley of Pennsy)- 
vania. This bill is H. R. 4575. It would extend the coverage of the Fair Labor 
Standards Act to about 4 million employees of large chain and single unit 
retail and service enterprises and also to more than 5,451,00 employees in a 
variety of other presently excluded activities. We believe that the $1 an hour 
minimum wage and the 40-hour maximum workweek, that are prescribed by 
the Fair Labor Standards Act as minimum fair labor standards for workers 
subject to its provisions, are just as necessary for the employees in any of these 
activities as they are for the approximately 24 million workers who are now 
protected by the act. 


BACKGROUND OF PRESENT LEGISLATIVE PROPOSALS 


The Fair Labor Standards Act was enacted by Congress and approved by 
President Franklin D. Roosevelt on June 5, 1938, nearly 19 years ago. From 
the very beginning retail workers were excluded from the benefits and safe- 
guards provided for in the act by virtue of the fact that coverage was limited 
to employees who are “engaged in commerce or in the production of goods for 
commerce,” and by virtue of the further fact that specific exemptions were 
written into the law providing that the minimum wage and overtime provisions 
should not apply to “any employee employed in a * * * local retailing capacity” 
or to any employee “engaged in any retail or service establishment the greater 
part of whose selling or servicing is in intrastate commerce” (Public Law No. 
718, 75th Cong., ch. 676, 3d session, secs. 14 (a) (1) and 13 (a) (2)). 

Efforts to amend the Fair Labor Standards Act by broadening its coverage and 
eliminating or narrowing exemptions applicable to retail workers were first 
undertaken in 1946. Further efforts were made in 1949, when the first major 
amendments to the act, raising the minimum wage from 40 to 75 cents an hour, 
were enacted. And again in 1955 when the minimum wage was raised to $1 
an hour. These efforts were not, however, successful. 

Throughout the nearly 19-year period since the Fair Labor Standards Act 
established a floor under wages and a ceiling over hours as Federal standards 
of employment in industries engaged in commerce or in the production of goods 
for commerce, the employees of retail and service establishments have been 
denied the protection of these standards. Indeed, part of the price exacted for 
the raising of the minimum wage to 75 cents an hour in 1949 was a broadening 
of the retail and service establishment exemption contained in section 18 (a) 
(2) of the act, and the addition of two new exemptions applicable to retail and 
service establishments that make or process the goods that they sell and to 
employees of such establishments engaged in handling telegraphic mesages under 
an agency or contract arrangement with the Western Union Telegraph Co. 

Today only 3 percent, or about 240,000, of the total number of 8,140,000 workers 
employed in retail trade, are protected by the minimum wage and overtime com- 
pensation provisions of the Fair Labor Standards Act of 1938, as amended. Ap- 
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proximately 9 percent of retail employees are not protected because the charac- 
teristics of their employment places them in the category of executive, adminis- 
trative, or professional employees who are exempt under section 13 (a) (1) of 
the act. The great majority of the remaining 88 percent of retail workers, how- 
ever, are denied the protection of the act without any moral, economic, or legal 
justification. 

Thus, retailing remains, even though the Fair Labor Standards Act has been 
on the statute books for almost 19 years, one of the major fields in which the 
overwhelming majority of the employees are not protected by the act. 

The Fair Labor Standards Act is, in the words of the United States Depart- 
ment of Labor “designed, among other things, for the protection of American 
workingmen who are unorganized and, when not equipped with skills in high 
demand, lack that equality of bargaining power with their employers needed 
to negotiate adequate wages as a matter of contract” (see hearings on Amend- 
ing the Fair Labor Standards Act of 1938, before the Subcommittee on Labor 
of the Committee on Labor and Public Welfare, United States Senate, pt. 3 and 
statistical appendix, p. 1781). If this is true, and I believe it is, there is great 
need for extending the protection of the act to retail workers, for probably 
fewer than 20 percent of these workers work under union agreements. 

The members of the Retail, Wholesale and Department Store Union, of course, 
have the strength of their own organization to assist them in negotiating fair 
and adequate wages and working conditions. The unorganized in the retail 
industry, however, as in other industries, must look to this subcommittee, and 
through it to the Congress, to provide amendments to the act that will assure 
them the protection of a legally enforceable floor under their wages and a 
reasonable ceiling on their hours of work. 


SPECIFIC LEGISLATIVE PROPOSALS TO COVER RETAIL WORKERS 


At least four separate extemptions now specified in the Fair Labor Standards 
Act are presently applicable to employees in retail and service establishments 
These are section 13 (a) (1), which exempts “any employee employed in a 
* * * local retailing capacity, or in the capacity of outside salesman (as such 
terms are defined and delimited by regulation of the Secretary of Labor”; 
section 13 (a) (2), which exempts: “an employee employed by any retail or 
service establishment, more than 50 per centum of which establishment’s annual 
dollar volume of sales of goods or services is made within the State in which 
the establishment is located. A ‘retail or service establishment’ shall mean an 
establishment 75 per centum of whose annual dollar volume of sales of goods 
or services (or of both) is not for resale and is recognized as retail sales or 
services in the particular industry”; section 18 (a) (4), which exempts: “any 
employee employed by an establishment which qualifies as an exempt retail 
establishment under clause (2) of this subsection and is recognized as a retail 
establishment in the particular industry notwithstanding that such establish- 
ment makes or processes at the retail establishment the goods that it sells: 
Provided, That more than 85 per centum of such establishment’s annual dollar 
volume of sales of goods so made or processed is made within the State in which 
the establishment is located’; and section 13 (a) (13), which exempts: “any 
employee or proprietor in a retail or service establishment as defined in clause 
(2) of this subsection with respect to whom the provisions of sections 6 and 7 
would not otherwise apply engaged in handling telegraphic messages for the 
public under an agency or contract arrangement with a telegraph company where 
the telegraph message revenue of such agency does not exceed $500 a month.” 

Flimination of all of these extremely technical and complicated exemptions 
from the Fair Labor Standards Act would bring within the protection of the act 
nearly a million and a quarter employees in retail and service trade. It would 
not bring under the act, however, any employee who is not engaged in commerce 
or in the production of goods for commerce. These employees would still be 
deprived of the benefits of the act unless the basic coverage language of the act 
is also changed. 

H. R. 4575, however, does not provide that all of these exemptions be eliminated 
from the Fair Labor Standards Act. It does not, for example, provide for the 
complete elimination of the broad, general exemption now applicable to em- 
plovees of retail and service establishments under section 18 (a) (2) of the act. 
It redefines this exemption to apply only to employers whose annual sales do 
not exceed $500,000 or who have four or fewer retail establishments. Under 
H. R. 4575, the smali local neighborhood grocery, drugstore, barber shop, shoe. 
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shine parlor, restaurant, hardware store, and repair shop would continue to be 
exempt. The large chain and department stores, supermarkets, variety stores, 
and the like, however, would be required to pay their employees in accordance 
with the requirements of the act. H. R. 4575 also provides for terminating the 
exemption applicable to employees of retail establishments making or processing 
goods (sec. 13 (a) (4) ), or the exemption for employees in Western Union 
Telegraph contract agency offices (sec. 13 (a) (13)), and we urge that these 
exemptions be eliminated from the act. 

Of equal, if not more importance to the changes it would make in existing 
exemptions under the Fair Labor Standards Act, H. R. 4575 would also broaden 
the coverage of the minimum wage and overtime compensation provisions (secs. 
6 and 7) of the act so that these provisions will apply to the distribution end 
of the stream of commerce, as well as to the production of goods that enter the 
stream and the stream itself. As I have said, but I want to repeat, this is the 
principal substantial area of business activity, aside from pockets of uncovered 
activity in both manufacturing and transportation resulting from the act’s use 
of the employee's activity, rather than the activity of his employer, us the test 
of coverage, in which the minimum standards prescribed by the act are not 
permitted to operate. 

In this connection, I wouid like to draw the subcommittee’s attention to two 
very illuminating paragraphs in the memorandum on coverage and exemptions 
that was submitted to you a year ago by the Labor Department. 

The paragraphs I refer to read as follows: 

“The broad scope given the basic coverage phrases in the act has not resulted 
in applying the act in other areas which Congress could have regulated within 
the broad purpose of the act but did not. The present act extends far beyond 
interstate commerce, which is the central core of the Federal Government's 
authority in this field, to apply to a whole complex of activities which precede 
commerce, broadly defined as production for commerce. It does not, however, 
extend to all beyond commerce to the other complex of activities which follow 
commerce. Thus, the relation between the production of goods, before any 
movement is begun, and their subsequent movement in commerce, is recognized 
as an appropriate basis for Federal regulation authorized by the commerce 
clause, though the relation between such movement and employment on the goods 
in the State of destination after the movement ends, has not been. The effect 
on commerce of labor conditions in production of the article which subsequentiy 
moves, is recognized though the effect on the same commerce of labor conditions 
in the distribution of the article which has moved, is not. 

“Similarly, the present act, by taking as its sole standards for basic coverage, 
the relationship between each particular employee’s work and interstate com- 
merce or production therefor, tends to obscure what may be the essentially 
national, as opposed to local, nature of the business organization to which his 
employment contributes. The present act ignores the interstate nature of the 
industry in which the particular employee may be employed. Finally, though 
the present act rightly provides a fair degree of specificity in delineating the 
employments to which it has application, it does this by sacrificing application 
to other employments which may have an equal effect on interstate commerce 
and the business of the Nation as a whole, and, to this extent, tends to hinder 
the accomplishment of its stated basic objective.” 

These problems can be met, and H. R. 4575 meets them, by providing that the 
minimum wage and overtime compensation requirements of the Fair Labor 
Standards Act shall apply not only to every employee who is “engaged in com- 
merce or in the production of goods for commerce,” but also to every employer 
who is engaged in any “activity affecting commerce” with respect to each of his 
employees “employed in or about or in connection with any enterprise where 
the employer is so engaged.” Here again, I would like to refer your attention to 
another paragraph from the Labor Department’s memorandum, as follows: 

“If the act is to be adjusted to changed conditions, a proper objective would be 
to give the act more meaning, in accordance with its purpose, by making it apply 
to as many workers as conditions warrant, rather than continue in the direction 
of providing a higher minimum wage for fewer employees. It should be noted 
here that whereas section 2 (a) of the act finds ‘that the existence in industries 
engaged in commerce or in the production of goods for commerce’ of the pre- 
scribed labor conditions has the bad effects on the commerce there enumerated, 
and section 2 (b) declares the policy ‘to correct and as rapidly as practicable to 
eliminate the conditions above referred to in such industries’ [italics supplied], 
the coverage of the act extends only to those individual employees who can be 
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proved to be personally engaged in interstate commerce or the production of 
goods therefor. There is reason to review the act’s coverage to determine whether 
further extension is now feasible and proper to some ecnomic areas where 
economic, legal and administrative experience fully demonstrates the need.” 

Insofar as the wholesale and retail distribution industries are concerned, the 
Solicitor of Labor, in 1949, expressed the opinion that making the act apply to 
employers who are engaged in activities affecting commerce, as well as to em- 
ployees who are engaged in commerce or in the production of goods for com- 
merce, as was proposed at that time, would bring within the act: 

Employees of wholesalers who are engaged in handling, shipping, and 
delivering within the State, goods which were received from another State 
but which came to rest at their employer’s warehouse ; and 

Employees of large retail or service enterprises, such as chaiustores and 
arge department stores. 

It would not, however, include “the great bulk of employees employed in the 
typical local retail stores or service establishments, such as the grocery, drug- 
store, tavern, hardware store, barbershop, beauty parlor, shoe-repair shop, res- 
taurant, ete.” These small local retail trade and service businesses would con- 
tinue to be outside the basic coverage of the act, even if they were not specifically 
exempted, as we propose they should be. (Amending the Fair Labor Standards 
Act of 1938, Hearings before the Subcommittee on Labor, Committee on Labor 
and Public Welfare, 84th Cong., 2d sess., May 1956, p. 34.) 


THE NEED FOR LEGISLATION EXTENDING THE FAIR LABOR STANDARDS ACT TO RETAIL 
WORKERS 


Far too many retail workers, at the present time, do not earn sufficient wages 
to provide for the needs of a single woman without dependents, let alone the needs 
of a family. While the construction of minimum budgets involves the making 
of value judgments which have often been challenged, such budgets are useful 
as guides in assessing the adequacy of average earnings generally to provide the 
“minimum standard of living necessary for health, efficiency, and general well- 
being of workers” prescribed by the Fair Labor Standards Act. 

According to recent studies in 18 different States, a single woman required 
for a minimum adequate budget in 1956 prices, an annual income of at least 
$2.300. To earn this income, such a worker must receive a wage of at least $1.15 
an hour, assuming she works 50 weeks a year at 40 hours a week: at least $1.28 
an hour if she works 45 weeks during the year at 40 hours a week; and at least 
$1.44 an hour for a 40-week year at 40 hours a week. 

Here it is important to emphasize that the annual budget of $2,300 for a single 
woman without dependents is a conservative estimate of need. The estimate 
reflects need as evaluated by the various States, not by the Federal Government. 
The minimum budget of the Bureau of Labor Statistics for a city worker’s family 
is much higher. 

How do the earnings of retail workers compare with the minimum hourly wage 
required by a single woman without dependents to earn an annual income ade- 
quate to meet her minimum needs? In April 1955, the United States Department 
of Labor submitted to the Senate Subcommittee on Labor which was then con- 
sidering legislation similar to that now being studied by this subcommittee esti- 
mates of the number of employees in multi-State retail enterprises who were then 
receiving less than specified amounts in wages. These estimates showed that, in 
April 1955, 5 pereent of these employees earned less than 75 cents an hour, 15 
percent earned less than 90 cents an hour, and 25 percent earned less than $1 an 
hour. Fifty percent earned less than $1.25 an hour. 

Now, of course, these are estimates. Not only that, they are for wages in only 
one part of retail trades. The percentage of employees earning less than $1 an 
hour in the different branches of retailing would undoubtedly vary from branch 
to branch. It is, of course, true that estimates are for a period 2 years ago. They 
would have to be revived upward in the light of income in the general wage level 
since that time to reflect actual earnings at the present time. 

The foregoing comparison of minimum budget needs and actual earnings in 
muiltistates retail enterprises is based on data in the very valuable report, Retail 
Establishments and the Fair Labor Standards Act, prepared as a staff report last 
year for the Senate Subcommittee on Labor by Dr. Fred H. Blum of the social 
science program, University of Minnesota. Insofar as the effect of the pending 
legislation to extend the coverage of the Fair Labor Standards Act on retail 
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enterprises is concerned, this report is as objective, informative, and illuminating 
as one could hope to find in connection with such a controversial question. Dr, 
Blum’s findings and analysis have not been successfully challenged by anyone. 
This subcommittee would find careful study of his report very worth while and 
rewarding, I feel sure. I have relied heavily on Dr. Blum’s valuable report for 
the data set forth in this statement. 

Dr. Blum’s report makes clear that not only is there a substantial percentage 
of retail workers who receive less than $1 an hour, but it is also true that retail 
workers have not been able to keep pace with the rise that has taken place in 
the earning power of other workers. In consequence, the relative economic 
position of retail workers has steadily deteriorated. 

Average hourly earnings for nonsupervisory employees in retail trade as a 
whole were 54 cents in 1939 ($1.05 in terms of 1954 prices), as compared with 
average hourly earnings for nonsupervisory employees in manufacturing of 63 
cents ($1.22 in terms of 1954 prices). By 1954, average hourly earnings in 
manufacturing had risen to $1.81, while average hourly earnings in retail trades 
increased only to $1.45. The differential in favor of manufacturing, which was 
17 cents an hour in 1939, was 36 cents in 1954. While average hourly earnings 
in manufacturing increased 59 cents an hour during the period from 1939 to 
1954, average hourly earnings in retail trade rose only 40 cents an hour. By 
1955, the spread had widened 2 cents an hour more, with average hourly earnings 
at $1.88 in manufacturing and $1.50 in retail. 

The contrast is even more striking in the case of such segments of the retail 
industry as general merchandise stores and department stores and mail-order 
houses. Average hourly earnings in general merchandise stores were 85 cents 
in 1947 and $1.15 in 1954; in department stores and mail-order houses they 
amounted to 93 cents and $1.29, respectively. Average hourly earnings in these 
2 important branches of the retail industry were in 1954, 66 and 52 cents less, 
respectively, than average hourly earnings in manufacturing in taat year. 

If we look at weekly, rather than at hourly, earnings, the story is the same. 
In 1939, the average employee in retail trade earned $23.14 per week ($44.76 in 
terms of 1954 prices), while the average employee in manufacturing earned 
$23.86 per week ($46.15 in terms of 1954 prices). By 1954 average weekly 
sarnings in retail trade, which were very close to those in ma aufacturing in 
1939, increased to $56.84, while average weekly earnings in manufacturing rose 
to $71.86. The 1939 differential in favor of nianufacturing was $1.39; by 1954 
it had increased to $15.02. While average weekly earnings in manufacturing 
increased during the period from 1939 to 1954 by $25.71, average weekly earnings 
in retail trade rose only by $12.08. 

Similarly, the average full-time retail employee earns less at his job each 
year than the worker in any other major industry covered by the Fair Labor 
Standards Act. His annual earnings rose from $1,224 in 1939 to $3,092 in 1953. 
In 1953 average annual earnings were $4,051 in manufacturing, $4,244 in con- 
struction, $4,364 in mining, and $4,465 in wholesale trade. Only in agriculture, 
forestry and fisheries, and in the service industries, which are the principal fields, 
besides retailing, that are mainly outside the scope of the act, were average 
annual earnings lower in 1953 than they were in retailing. Even in these fields, 
furthermore, average annual earnings in that year did not compare unfavorably 
with some branches of retailing. Thus, annual earnings in the service industries 
were $2,650, while annual earnings in department stores and in dry-goods stores 
were $2,615 and $2,166 respectively. Annual earnings in agriculture, forestry, 
and fisheries were $1,653, while annual earnings in limited-price variety stores 
were $1,625. 

In analyzing the significance of the foregoing comparisons, it must be kept in 
mind that most of the earnings data that has been presented is for retail as a 
whole. In these data, the much lower earnings in various large and economically 
important branches of retail trade are submerged. Among these branches are 
the variety stores, where average hourly earnings were only 91 cents an hour 
in 1954: general merchandise stores, where average hourly earnings were §1.15 
in 1954; drug and proprietary stores, where average hourly earnings were $1.23 
in 1954; department stores, where average hourly earnings were $1.29 in 1954; 
and apparel and accessories stores, where average hourly earnings were $1.31 
in 1954. The higher earnings figures for retail trade as a whole are the result 
of the higher earnings received in such branches as gasoline service stations 
($1.47), furniture and furnishing stores ($1.51), lumber, building and hardware 
dealers ($1.56), food and liquor stores ($1.58), and automotive and accessories 
dealers ($1.68) 
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It should also be pointed out that it is principally in the group of retail in- 
dustries in which average hourly earnings in 1954 were below the average for 
the retail industry as a whole, namely, the variety stores, general merchandise 
stores, and department stores, that the giant retail corporations whose names 
are household words today predominate. This should explode the notion that 
amending the Fair Labor Standards Act to make it apply to retail workers will 
affect primarily the smali family type retail establishment. 

The department-store and mail-order field is dominated today by a few giant 
corporations. Among them are the following, with a combined sales total in 
1954 of nearly $8 billion: 

Sales 
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Similar examples of the way in which other fields of retail are dominated by 
the giant corporation, rather than by the small local store about which so much 
is heard when proposals are made to bring retailing under the provisions of the 
Fair Labor Standards Act, can also be cited. In the limited-price variety field, 
there are, for example, the F. W. Woolworth Co., which operates 1,850 stores in 
48 States, and the J. J. Newberry Co., which operates 478 stores in 44 States. 
These firms employ over 95,000 and 30,000 employees, respectively, in their far- 
flung interstate operations. 

In the food industry, in which average hourly earnings are slightly higher than 
the average for the retail industry as a whole, but in which they are substantially 
lower than the average in manufacturing ($1.58, as compared with $1.81 in 
1954), Safeway Stores operates 1,854 stores in 24 States and the District of 
Columbia. This firm employs more than 50,000 employees. Its annual sales in 
1954 were in the neighborhood of $1,800,000,000. 

In the apparel and apparel accessories field, the Lerner Store Corp. operates 
2°24 stores in 40 States and the District of Columbia. Its employment totals 
10,000 and its annual sales are in the amount of about $150 million. 

Chains predominate, too, in the drug field. A typical example is the Wal- 
green Co., which operates 387 stores in 38 States. Its employment totals more 
than 16,500, and its annual sales are in the vicinity of $200 million. 

These giant chain and independent enterprises have shared fairly and fully in 
the general prosperity our economy has been experiencing. 

In April 1956, the National City Bank of New York published a study in which 
it analyzed the net income of 3,400 of the largest business companies in the United 
States in such fields as manufacturing, mining, railroads, utilities, commercial 
banking, insurance, etc. Included among the enterprises studied which, as can 
be seen, represent a genuine cross section of the American economy, were com- 
panies operating chainstores in the food and variety fields and department and 
specialty stores and mail-order houses. 

For the year 1955, these 3,400 companies with net assets on the books of $153 
million, had a percentage return on net assets of 12 percent. Among the retail 
enterprises included in the study, chains in the food field had a return on net 
assets in 1955 of 13.4 percent (higher by 1.4 percentage points than the general 
average for all companies), chains in the variety field had a return on net assets 
in 1955 of 10.6 percent (only 1.4 percentage points below the general average), 
department and specialty stores had a return on net assets in 1955 of 10.6 percent 
(also only 1.4 percentage points below the general average), and mail-order 
houses had a return on net assets in 1955 of 12.3 percent (0.3 percentage points 
above the general average). 

These figures clearly indicate the capacity of the retail industry to pay a 
minimum wage of $1 an hour to the employees who are engaged init. The indus- 
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tries with which the profitability of the retail industry has been compared are 
for the most part industries in which the Fair Labor Standards Act already pre- 
scribes such a minimum. If these industries have been able to pay such a 
minimum and still maintain the high rate of profitability which the data pre- 
sented above shows, there is no reason why the retail industry cannot do likewise. 

What is it. after all, that the retail industry would be asked to do if it was 
required to adjust to a $1 an hour minimum wage for its employees? The staff 
report prepared for the Subcommittee on Labor of the Senate Committee on 
Labor and Public Welfare contains an estimate of what the impact of a $1 might 
be expected to be. This report reaches the conclusion that the maximum conceiv- 
able adjustment that might have to be made in the price of goods sold at retail, 
assuming the total increase in the industry’s wage bill were passed on to con 
sumers in the form of price increases, would amount to less than one-half of 1 
percent. The report points out (pp. 172-178) : 

“Without aitempting to predict the actual scope of adjustment necessary, 
which depends upon a variety of factors, it is useful to indicate the maximum 
direct possible adjustment that the industry may have to make under certain 
hypothetical conditions, assuming the $1 minimum wage is applied to the industry 
as a whole. Under these extreme assumptions the maximum conceivable 
adjustment is estimated to amount to an increase in the price of retail goods of 
less than one-half of 1 percent. 

“A crucial factor in these computations is the ratio of payroll to sales, a ratio 
which averages about 10 percent for retail trade as a whole. Whereas from a 
static point of view the ratio of payroll to value added is most important, from 
a dynamic point of view the ratio of payroll to sales is decisive. 

“It must be pointed out, that the conclusion just presented are based on aver- 
ages for the industry as a whole. From the preceding discussion it follows that 
the impact on specific branches would vary considerably.” 

It is hardly necessary to point out that the assumptions on which the 
estimate of an impact of less than one-half of 1 percent as likely to result from 
applying the Fair Labor Standards Act to the retail industry is based are 
extreme assumptions. The estimate is thus a maximum estimate of the impact 
of bringing employees in the retail industry within the scope of the $1 an hour 
minimum wage and other safeguards provided for in the act. 

If all the retail industry is going to have to adjust to, as a result of applying 
the Fair Labor Standards Act to its employees, is an increase in costs which, 
if translated directly into an increase in the prices of the goods the industry sells, 
would raise these prices less than one-half of 1 percent, what justification can 
there be for delaying any longer the amendments of the act that the retail em- 
ployees have been seeking for so long? 


COMMENT ON ADMINISTRATION PROPOSALS 


Now, Mr. Chairman, I would like to say a word or two about the proposals 
for extending minimum wage protection that Secretary of Labor Mitchell has 
made speaking for the Eisenhower administration. 

The principal effect of Secretary Mitchell's recommendations would be to 
extend the coverage of the minimum wage provisions of the wage and hour law, 
but not the maximum hours provisions, to some 2144 million additional workers. 

Naturally, we are gratified to see the administration begin to recognize in the 
form of firm recommendations that there are important legislative tasks to be 
accomplished in the field of extension of the coverage of the Fair Labor Standards 
Act. The administration’s proposals are a definite step forward, and I think 
everyone must recognize them as such. 

It is difficult to understand, however, why the maximum hours provisions of 
the Fair Labor Standards Act should not be extended to additional workers 
when minimum wage protection is given to such employees. In principle, there 
is no reason why the additional 214 million workers should be denied the pro- 
tection of the maximum hours provisions when these provisions are already 
applicable to some 20 or 25 million employees who are already covered by the act. 

The overtime provisions are not simply a guaranty of employment opportuni- 
ties in a surplus labor market. Overtime has been written into the wage struc- 
ture of most industries subject to the Fair Labor Standards Act and should in 
our judgment be a part of the basic wage structure of every industry. 

We have experienced no difficulty, Mr. Chairman, in negotiating contract terms 
in the retail industry providing for the 40-hour week. Emplovers in the retail 
industry, as in other industries, are aware of the possibilities of scheduling 
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shifts in such a way as to minimize dislocation of hours due to rush periods and 
peak seasons. In addition, there is very little overtime in the retail industry 
with the exception of department, specialty, and limited-price variety stores. 
As a general rule, these are large establishments which experience no difficulty in 
regulating hours or in regulating schedules in such a way as to adjust to contract 
provisions calling for a specified maximum number of hours of work per week. 

The possible effects of requiring overtime after 40 hours in the retail industry 
are also, of course, limited by the increasing utilization of part-time employees. 
Part-time employees do not ordinarily work beyond a scheduled 40-hour week. 
For any large amounts of overtime that may have to be paid during peak sea- 
sons, most of the giant corporations that dominate the retail trade in nearly all 
its branches have ample resources. For these reasons, Mr. Chairman, I am 
unable to see why the maximum hours provisions of the Fair Labor Standards 
Act should not be extended to exactly the same employees as the minimum wage 
provisions. 

Secretary Mitchell’s argument that application of the overtime provisions to 
these employees “presents peculiar and serious problems” and that adjustment 
to both the minimum wage and the 40-hour week “would be very difficult for 
many enterprises” does not in my judgment stand up under careful scrutiny 
based on the facts of business operation. I agree that the problem “requires 
very careful consideration.” I refuse to believe that this committee will con- 
elude that “very careful consideration” means no action on this problem. 

The other proposal of Secretary Mitchell’s on which I wish to comment very 
briefly is his recommendation that would limit new coverage to enterprises 
employing 100 or more employees. There is no reasonable relation that I can 
see between the numbers of employees in an enterprise and the effect of its 
activities upon interstate commerce. A firm with just a few employees which 
handles high-priced merchandise can have fully as much an effect upon inter- 
state commerce as a firm with many more employees handling lower priced 
merchandise. 

The Secretary’s recommendation would, I believe, place certain types of retail 
establishments at a competitive disadvantage as against others. For example, 
the high quality specialty shops and dealers handling high-priced merchandise 
do not ordinarily utilize very many employees. The limited price variety stores 
on the contrary usually require a considerably larger number of employees, per- 
haps 2 or 3 times as many, to handle the same volume of business. Yet, under 
the Secretary's proposal, the latter would come under coverage much sooner 
than the former. It is apparent, therefore, that the number of employees in an 
enterprise has almost nothing whatsoever to do with the effects of that enter- 
prise’s activities upon interstate commerce or the production of goods for inter- 
state commerce. 

Furthermore, Mr. Chairman, it seems to me that there would be a very diffi- 
cult problem under the Secretary’s proposal in connection with the employment 
of part-time employees. Are they to be included among the 100 or more em- 
ployees? If they are, the Secretary's proposal may, I suggest, actively discour- 
age part-time employment in the retail industry. If, indeed, it is true that such 
employment provides a needed supplement to the incomes of many families, a 
proposal that might cut off this supplement should receive, as the Secretary 
says, very careful consideration by the subcommittee. 

To sum up our objections to Mr. Mitchell’s proposal, let me reiterate: The test 
of 100 or more employees is unfair and administratively unworkable. The test 
as to inflow of merchandise, which I have not dealt with in detail, is equally un- 
fair and unworkable. The proposal for eliminating the overtime provision for 
newly covered groups is unsound in principle and completely unfair. 

[ am calling upon you gentlemen and your colleagues in the Senate to take 
Mr. Mitchell’s warnings and economic predictions with a grain of salt. You will 
remember that last year when Mr. Mitchell proposed a 90-cent minimum wage, 
he predicted all sorts of dire consequences if Congress enacted a higher minimum. 

sut you, in your wisdom, overroad his recommendation, passed the $1 minimum, 
and none of the dire consequences came to pass. 

I urge you most strongly to act upon Mr. Mitchell’s recommendations on cov- 
erage in the same way—that is, to bring them into line with current conditions 
and to carry out the intent of the Fair Labor Standards Act by promptly passing 
H. R. 4575, thus extending coverage to millions of low-paid workers who urgenlity 
need and are entitled to such protection. 
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Mr. Merxiesoun. I appear here, Mr. Chairman, as legislative repre- 
sentative of the Retail, Wholesale, and Department Store Union which 
is affiliated with the American Federation of Labor and Congress of 
Industrial Organizations. 

[ appreciate very much, Mr. Chairman, this opportunity to present 

the views of the Retail, Wholesale, and De ‘partment Store Union— 
RWDSU—on the very important legislative proposals that your sub- 
committee is considering. In my opinion, the Congress has no more 
appropriate or necessary legislative task before it at the present time 
than the prompt enactment of legislation to bring presently excluded 
workers within the protection of the $1 an hour minimum wage and 
the 40-hour week prescribed by the Fair Labor Standards Act. The 
president of the RWDSU, Mr. Max Greenberg, has asked me to ex- 
press to you, Mr. Chairman, and to your subcommittee the feeling of 
gratification he shares with the more than 160,000 members of the 
RWDSU as a result of the early start the subcommittee has made on 
this legislation in this session of the Congress 

The Retail, Wholesale, and Department Store Union is, of course, 
primarily interested in obtaining the protection of the $1 an hour min- 
imum wage and the 40-hour week—with overtime at time and one-half 
the regular rate of pay for hours worked above 40 in any week—for 
approximately 10,500,000 workers employed in retail and wholesale 
trade. Only 3 percent of all retail workers are now covered by the 
Fair Labor Standards Act. Nearly one-third of all employees who 
are still excluded from minimum wage and maximum hours protection 
under the Federal wage-and-hour law are retail workers. 

Mr. Ayres. Will the gentleman yield at that point ? 

Mr. MerkLesoun. Yes. 

Mr. Ayres. What percentage of the retail workers you now repre- 
sent are organized ? 

Mr. Merxiesoun. Over all, Congressman, the percentage of retail 
and wholesale employees who are organized averages about 20 percent. 
The 2 retail unions together in the industry represent organized 
workers numbering about between 450,000 and 500,000. 

Mr. Ayres. Are the International Retail Clerks Union covered by 
your group also? 

Mr. Merxiryoun. No, that is a separate organization also affiliated 
with the AFL-CIO. There are two unions in the field of organization 
of retail clerks and other employees in the retail and wholesale 
industry: the Retail Clerks International Association, which was 
the former A. F. of L. union, and the Retail Wholesale and Depart- 
ment Store Union, which I represent, which is the former CIO union. 
Those unions have not as yet merged and are independent unions 
affiliated with the AFL-CIO. 

Mr. Ayres. Is the position which you are taking the same as that of 
the International Clerks Union? 

Mr. Merxitrsoun. We are in favor of similar amendments to the 
Fair Labor Standards Act, yes. 

Mr. Ayres. Does Mr. Max Greenberg, your president, hold the 
same position as I believe Mr. Suffridge does with the clerks’ union? 

Mr. Merxiesonn. Yes. 

Mr. Ayres. Your union is larger than the Retail Clerks Union? 

Mr. Merkirsoun. Ours is somewhat smaller than the Retail Clerks. 
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Mr. Ayres. They have more than 160,000 members. 

Mr. Mrixtrsoun. They have, as I understand it, approximately 
300.000. 

Mr. Ayres. You only represent 20 percent of all of the people that 
fall in your category exclusive of the retail clerks. 

Mr. Merxiesoun. I am sorry. No. There are some other unions 
in the retail field, such as the teamsters’ union, which have some organi- 
zation in the warehouse field. There are other organizations that have 
members in retail establishments that process goods. 

For example, in the case of bakeries, the bakery union has members 

All told, the Department of Labor estimates that approximately 20) 
percent of all of the employees in wholesale and retail trades may be 
organized into unions. 

Mr. Ayres. If the merger finally becomes a true merger, will there 
be just one union covering clerks ¢ 

Mr. Merxitevoun. Well, I think it would be pretty difficult to pre- 
dict on that. Insofar as sales personnel is concerned and personnel 
connected directly with the operations of retail stores, there might be 
just one union. 

Mr. Ayres. Maybe we are getting to the crux of it. You have no 
clerks in your union ¢ 

Mr. Merkiesoun. Yes; we have clerks in our union, too. 

Mr. Ayres. How does a clerk decide to which union to belong ? 

Mr. Merxiesonn. That is a decision he makes for himself. It de- 
pends on who is doing the organizing in the store. We are mainly 
in the department store field. I do not like to speak for the retail 
clerks because I am not as familiar with their organization as I am 
with the Retail, Wholesale, and Department Store Union. I under- 
stand that they are primarily in the groceries, variety stores, and also 
in some department stores as well. 

Mr. Ayres. Let us take a concrete example. 

Mr. Méerxtesoun. There is less overlapping than you would think 
there is. 

Mr. Ayres. Is the department store here in Washington, Gar- 
finckels, organized ¢ 

Mr. Merkiesoun. None of the department stores in Washington, as 
far as I know, are organized. Most of the grocery stores, for 
example, are organized. 

Mr. Ayres. If you decided you wanted to organize Garfineckels then 
the clerks union coul | also dee ide the sy Wi inted to organize them. 

Mr. Merxiesoun. That is possible. 

Mr. Ayres. Now, what is the machinery to decide which organi- 
zation is going to actually do it? Would they call for a vote within 
the e mployees > orou ps 

Mr. Merxiesoun. Insofar as it involves activities of the unions or 
a decision by the unions as to which union Ts to go into a particular 
store that would largely be governed by the two unions; and the 
question of whether or not the employees wanted to join any union 
would be up to the employees 

Mr. Ayres. I realize that. You would sit down #nd say t 1e 
clerks union, “You take Woodward & kothrop’s and we will take 
Gartinckels.” 

Mr. Merkiesoun. That could be possible but I have no idea at al 

that it would work that way. It is a theoretical possibility. 
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Mr. Ayres. Personally, I hope that the day is not too far away 
when we will have a merger that is really a merger because this is 
getting quite involved in various other industries too. 

Mr. Merkiesoun. I think that moves in that direction were clearly 
contemplated by the merger agreement and the actual merger of the 
A. F. of L. and the CIO and what we can look forward to the time 
when in these industries where there is more than one union in the 
same field these unions can get together in one single organization. 

Mr. Ayres. Have you negotiated contracts where you have gone 
in to organize a group of employees where the contract calls for less 
than the minimum wage ¢ 

Mr. Merxiesonn. Yes, there have been some contracts of that kind. 

Mr. Ayres. Would it be possible for the committee to get copies 
of those contracts? 

Mr. Merkiesonn. I can endeavor to get them for you. 

Mr. Ayres. I think it would be very helpiul to the committee be- 
cause some of the other organizations are doing that and I think one 
of the questions we have to decide in this committee is whether or 
not the Federal Government should step into a field where you already 
are the bargaining agent and raise the terms of the contract higher 
than what you have negotiated. 

(The information referred to will be available for reference v ven 
furnished. ) 

Mr. Merxiesoun. Of course, the reason for those contracts is the 
dual fact that, on the one hand, there is very little organization as a 
whole in the industry and, on the other hand, that the industry has 
never been under the Fair Labor Standards Act and has never had 
the protection from either State or Federal Government of a mini- 
mvm wage or overtime provisions. 

Mr. Ayres. Yes, but when you negotiate the con‘rac* 1 \- 
ployees are satisfied with it or they do not continue to pay their dues 
to you. 

Mr. Metxeitsoun. Believe me, Congressman, we have to organize 
within the framework of the conditions that prevail in the industry. 
By and large the retail industry has been a difficult industry to or- 
onhinn because wages have generally been low and have moved up- 
ward more slowly than those in other industries so that, while there 
are contracts that may reflect a lower rate than $1 an hour, those are 
indicative only of the fact that wages in the industry are low rather 
th: me of the fact that we want to negotiate that kind of an agreement 
for them. 

Mr. Ayres. B but you might find where you had been the bargaining 
agen! in Ne w York that you had a higher wage than you did, we will 
say Toledo. 

Mr. MEIKLEJOHN. Yes. 

Mr. Ayres. Do you also have contracts that you have negotiated 
that do not stipulate overtime after 40 hours? 

Mr. Merxirsoun. Practically all of our contracis do stipu'ate over- 
time after 40 hours. 

Mr. Ayres. But you do have some where it is not stipulated ? 

Mr. Merktesonn. Theremay be some where there is no stipulation 
with respect to time and a half after 40 hours. There are some con- 
tracts in the retail industry which limit absolutely the number of 
hours per week but do not contain a time and a half provision. 
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Mr. Roosrveit. Would the gentleman yield? 

Mr. Ayres. Yes. 

Mr. Roosrve.r. I would appreciate it if you would elaborate a little 
on the reasons for not putting in a time and a half overtime provision 
in certain contracts and putting it in in others. 

Mr. Metxirsonn. Well, I think that the reasons for the inclusion 
of provisions limiting time absolutely rather than including a time and 
a half provision after 40 are historical in nature. For a long period of 
time the movement in the direction of regulation of hours was in the 
form of an absolute prohibition against hours above a specified num- 
ber. As I recall, one of the bills that was in Congress prior to the 
enactment of the Fair Labor Standards Act called for an absolute 
30-hour week with no work permitted beyond that time. That was a 
refle tion of the general tendency or trend up until that time under 
which unions and o' her organizations interested in labor standards felt 
it was more desirable to limit hours abcolu‘ely rather than to regulate 
hours through the time and a half provision. The Fair Labor Stand- 
ards Act came along in 1988 and established a general pattern of time 
and a half after 40 hours and since that time the effort has been pretty 
consistently to get at the hours problem by providing time and a half 
after certain specified hours. In some cases the hours are 40 and in 
some cases they are more than 40 and in some cases they are less than 
40. , 

We have some contracts in New York that call for time and a half 
after 3814 hours. The garment industry, for example, has generally 
a provision for time : and a half after 35 hours. Since the Fair Labor 
Standards Act the general tendency has been to utilize the time and 
a half provision as a means of regulating hours rather than seeking 
an absolute prohibition above a certain number of hours. 

Mr. Rooseverr. Where you do not insist on a time and a half pro- 
vision what you are saying is that that is because there has been an 
absolute prohibition began that and it is not because of economic 
conditions in the industry or the particular segment of the industry 
that would make it ec peeenibalte unfeasible for them to pay time and 
a half after that? 

Mr. Merxiesoun. Exactly. That is right. 

Mr. Rooseve.r. Thank you. 

Mr. Ayres. When you negotiate these contracts, do you take into 
consideration commissioned employees and store discounts to 
employees ¢ 

Mr. Mreixiesonn. Yes, we do. We find no difficulty in applying 
generally the same provisions to them as we apply to the ordinary 
salaried or w: ige workers. After all, the commissioned employee is 
receiving a certain amount of income per week just the way the piece 
rate worker is and it is not uncommon throughout the manufacturing 
a tries to have to translate piece rate earnings into hourly earnings 

for the purpose of determining coverage under the Fair Labor Stand- 

ards Act. There are a number of different types of payment in the 
retail industry, as there are in other industries, and we have not 
found any greater difficulty in negotiating contracts for those workers 
than has been found in the manufacturing industry. 

Mr. Granam. Mr. Chairman. 

Mr. Ketiey. Mr. Graham. 
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Mr. Granam. In computing overtime in your contracts what rate 
do you determine as to the rate to which the time and a half applies? 
What I have in mind is with regard to commissions and discounts. 

Mr. Merx.iesoun. Well, we endeavor to write contracts which are 
in general accord with the structure prescribed in tie Fair Labor 
Standards Act. There are some variations in those standards depend- 
ing upon local laws and local customs. New York State, for ex: imple, 
at the present time, has a statute which authorizes the establis hment 
of overtime rates in their wage orders and under the present wage 
order in the retail industry in New York the overtime provision is 
time and a half the minimum wage. Our contracts in New York, how- 
ever, provide for time and a half at the regular rate. 

Mr. GranAm. Do you figure commissions and discounts in the regu- 
lar rate? 

Mr. Merxirgonn. That is right. 

Mr. Granam. In other words, time and a half would be based on a 
greater wage than the actual hourly rate for which they work. 

Mr. Meixiesonn. Assuming they receive a minimum salary per 
week plus commissions, yes; that is true. It would be more than just 
simply the minimum salary rate. 

Mr. Granam. Is that universally true in your overtime contracts? 

Mr. Merkirsonn. I would not Saas whether it is universally true, 
but I think that in general it is true. 

Mr. Granam. Thank you. 

Mr. Ayres. I am interested, Mr. Meikle john, in your observation as 
to why 80 percent of the people eligible to join your union do not 
belong. 

Mr. Merkirgoun. Well, that is rather a long story. 

Mr. Ayres. I think it is important. 

Mr. Merxiresonn. This is a question that those of us who are con- 
nected with unions, particularly in this kind of a situation, are always 
asking ourse Ives. The lae k or organization is a reflection in the first 
place of a very rapidly changing industry, an industry which has 
changed tremendously in the past 20 years. It is also a reflection of a 
slower rate of growth in recognition of the import: ince of labor stand- 
ards than you find in manufacturing or communications or transpor- 
tation or other industries of that kind. It is something that is very 
difficult to estimate. 

Another factor obviously is the fact, as most unions have discovered, 
that organization of white-collar workers—and most of these em 
ployees are in the so-called white-collar class—is much more difficult 
than the organization of manual workers. This is because among the 
other fac ‘tors that are relevant there is a feeling on the part of white- 
collar workers that they are in a special category, that they have not 
needed the protection that a union has given manual workers and that 
they can look out for themselves to a far greater extent. 

Mr. Ayres. The white- collar worker is not going’ to refuse more 
money or higher pay :f you can get it for him. 

Mr. Meixtrsoun. No. My own feeling is that in the next few 
years we are going to see a fairly extensive growth of organization 
among these white-collar workers, particularly in the retail and whole 
sale trade. 

Mr. Ayres. When you speak for 20 percent of those eligible for 
membership we really do not know what the 80 percent think. 
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Mr. Merxeisonn. Well, no. We endeavor to give voice to what we 
think their best interests are. They might think that their best inter- 
ests are something different. I think we have to acknowledge that, but 
we try as honestly as we can to represent what we think are their best 
interests. 

Mr. Ayres. Have you had many instances where you got 30 per- 
cent of the personnel of an organization to sign up for a vote for a 
closed shop and then failed to get a mi \jority and were unsuccessful in 
organizing that particular store or or ganization ? 

Mr. Merxtrsoun. That may have happened, I assume, but I am 
not familiar with detailed instances of that. I am not in that particu- 
lar phase of the work of the organization so that I am not too ac- 
pal so with the actual details either of organization or negotiation 
of contracts. 

Mr. Ayres. It is my understanding, Mr. Meiklejohn, that you failed 
to get a majority vote in nearly 40 percent of those organizations that 
you attempted to organize. 

Mr. Merxiesoun. That could be true. I am just not in a position to 
comment one way or the other on it because I am not familiar with 
those matters. IL could certainly endeavor to check that for you. 

Mr. Ayres. I presume you have detailed reports of where you have 
attempted to organize and have failed to do so and vice versa ? 

Mr. Merxirgoun. I presume we have records on that; yes. Just 
how detailed our records are on that, again I do not know. 

Mr. Ayres. I think that that, along with the contracts, would be 
very helpful. 

Mr. Merkiesoun. All right. 

(The information referred to will be available for reference when 
furnished.) 

Mr. Ayres. I think we, as a committee, have to decide why these 
people do not want to join your union. 

Mr. Merxievoun. Right. 

Mr. Ayres. I am not saying that to get your organizer fired, but 
I know of a number of instances personally where they have at- 
tempted to organize and failed to get the vote. 

Mr. Meixiersonn. You are now referring specifically to the Retail, 
Wholesale and Department Store Union ? 

Mr. Ayres. Primarily de pertinent stores. 

Mr. Roosrvenr. Will the gentleman yield? 

Mr. Ayres. Yes. 

Mr. Roosrvetr. Mr. Meiklejohn, is it not partly true because of the 
practices in the industry which resulted in a tremendous turnover of 
what we would call part-time people, and historically part-time peo- 
ple are practic: ally impossible to organize because they are not the 
kind of pe apis who are there to make it a permanent job and therefore 
you would have little or. nothing to offer them on a rapid turnover 
basis, and the employer knew that and deliberately kept that kind of 
employment going? Is that the answer ? 

Mr. Merkiesonn. Yes; I think that is a very important factor. 

Mr. Ayres. Will the gentleman yield? 

Mr. Roosrvert. You have the floor. 

Mr. Ayres. The gentleman from New York has raised that point. 

Mr. Roosrvetr. Mr. Chairman, I must object. I do not come from 


New York. 








522 FAIR LABOR STANDARDS ACT 


Mr. Ayres. I beg the gentleman’s pardon. We referred to him 
yesterday, Mr. Meiklejohn, so often as the gentleman from New York 
and he is really from California. Getting back to the point of the 
gentleman from California, when you go in to organize a white-collar 
worker just what is your progr: am? What do you have to offer? 

Mr. Merxiesoun. Well, again I can come back to the fact that I 
am not in the organization end of the activities of this union. What 
a union normally has to offer to a worker are, first, the assurances 
or promises to him to undertake to better his wages and his working 
conditions. There are also other factors of a good deal of importance 
to many workers involved in protection against arbitrary and dis- 
criminatory a om on the part of employers where this is a problem. 
We endeavor t ) persuade en — to. join unions mainly on the 
basis of those considerations. Those, I think, are the main factors, 
the main points that we try to urge. 

Mr. Ayres. Then, if we extended the coverage under the Fair Labor 
Standards Act to your group of employees, - 80 percent of the cases 
we would be doing what you would normally do across the bargaining 
table. 

Mr. Merktesoun. Well, you would be setting a floor which we feel 
is very necessary to be set because we have not been able to establish 
a floor generally across the retail industry. We feel it would be to 
the advantage of retail employees to be ‘able to bargain from that 
floor rather than from point zero, which is where they have to bargain 
from now, there being no floor for most retail workers at all. 

Mr. Ayres. But across the bargaining table, for the 20 percent that 
you represent, you set your own floor ? 

Mr. Merkiesoun. Gener: ally speaking we look u ipon collective bar- 
gaining as primarily concerned with rates above a minimum wage and 
not with the minimum wage itself, except where there is no minimum 
wage applicable. 

Mr. Ayres. You said a few minutes ago that you have negotiated 
contracts at less than what you are asking for here in legislation. 

Mr. Merkirsoun. That is precisely because there has been no 
minimum wage set by law below which the wages could not be pushed 
down. 

Mr. Ayres. That is all. 

Mr. Ketiey. Mr. Meiklejohn, will you finish your statement now 
please ? 

Mr. Merkiresoun. I have indicated in my statement, Mr. Chairman, 
that we are aware of the fact that there are workers in many other 
industries who have been denied the protection of the Fair Labor 
Standards Act in just the same way as have the retail workers. We 
join the spokesmei 1 of the international unions re presel nting the work- 
ers in these industries in urging that the act be broadened to encon ap iss 
these workers in other industries, as well as the workers in retail and 
wholesale trade. 

We are supporting H. R. 4575, which the distinguished chairman 
of this subcommittee has introduced, and which would extend cover- 
age to about 4 million employees of large chain and single unit retail 
and service enterprises and also more than 5,451,000 employees in a 
variety of other presently excluded activities. In my statement I 
point out that the Fair Labor Sti andards Act was enacted by Congress 
and approved by President Franklin D. Roosevelt on June 5, 1958 
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I looked up the committee’s report in the Senate that ac companied 
this legislation and I ran across a paragraph in it from President 
Roosevelt’ s letter of May 24, 1937, rec -ommending the legislation, that 
I would like to read because I think it is appropriate to your considera- 
tion of this problem. 

This paragraph reads as follows, and I think it sets forth the phi- 
losophy of this legislation very well. The paragraph reads: 

Today, you and I are pledged to take further steps to reduce the lag in the 
purchasing power of industrial workers and to strengthen and stabilize the 
market for the farmers’ products. The two go hand in hand, Each depends for 
its effectiveness upon the other. soth working simultaneously will open new 
outlets for productive capital. Our Nation, so richly endowed with natural re- 
sources and with a capable and industrious population, should be able to devise 
ways and means of insuring to all our working men and women a fair day’s pay 
for a fair day’s work. A self-supporting and self-respecting democracy can 
plead no justification for the existence of child labor, no economic reason for 
chiseling workers’ wages or stretching workers’ hours, 

Despite this objective, retail workers were, from the very beginning, 
excluded from the benefits of the Fair Labor Standards ‘Act. There 
was an exemption written into the law at that time and the exemption 
has continued right down to the present time. As a matter of fact, 
part of the price exacted for the raising of the minimum wage to 
75 cents an hour in 1949, as some of you will recall, was a bro: ide ning 
of the retail and service establishment exemption contained in sec- 
tion 12 (a) (2) of the act and the addition of new exemptions ap- 
plicable to service establishments that make or process the goods that 
they sell and employees of these establishments who are engaged 
in h: andling services under contract with the Western Union Co. 

I then have a paragraph which deals with the problem we were 
just dise ‘ussing on the matter of organization. I point out here that 
the Fair Labor Standards Act has been descr ibed by the Department 
of Labor as— 


designed among other things— 
and this is a quotation from the Department of Labor— 
for the protection of American workingmen who are unorganized, and, when 
not equipped with skills in high demand, lack that equality of bargaining power 
with their employers needed to negotiate adequate wages as a matter of contract. 
I further point out that the members of the Retail, Wholesale and 
Department Store Union, as other unions, have the strength of their 
own organization to assist them in negotiating fair and adequate 
wages and working conditions. The unorganized in the retail in- 
dustry, however, as in other industries, must look to this subcommittee 
and through it to Congress to provide amendments to the act that 
will insure them the protection of a legally enforceable floor under 
their wages and a reasonable ceiling on their hours of work. 
Then, Mr. Chairman, I have included a section in this statement 
outlining our specific proposals. I do not believe I need to go through 
that. They have been outlined, I am sure, by other witnesses in 
describing the various provisions of H. R. 4575 that we believe are 
of importance to our industry. I would only like to point out that 
in general the groups of employees to whom H. R. 4575 would extend 
prote ction are the employees of wholesalers who are engaged in han- 
dling, shipping, and delivering within a State goods which were 
received from another State but which came to rest at their employers’ 
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warehouse, and employees of large retail or service enterprises, such 
as chainstores or large department stores. These are two categories 

of employees — were described in a memorandum which the Solici- 
tor of Labor in 1949 submitted to the Congress and which is included 
in the pasate io of last year’s hearings before the Senate Subcom- 
mittee on Labor. 

The Solicitor’s memorandum pointed out that, and I quote, “The 
great bulk of employees employed in the typical local retail stores or 
service establishments such as the grocery, drug store, tavern, hard- 
ware store, barber shop, beauty parlor, shoe repair shop, restaurant, 
and so forth,” would continue to be outside the basic coverage of the 
act even if they were not spec ifically exempt. 

Mr. Roosrvett. May I interrupt at that point? 

Mr. Ketriey. Mr. Roosevelt. 

Mr. Roosevett. You wo uld have no objection, however, if we could 
find language to specifi lly exe mpl thes m in order that there ec uld 
be no question? In sithier nat there is some, I think, valid objection 
to leaving it up in the air without doing it specifically, in view of the 
fact that it is possible for the administrator to say, “Well, Congress 
did not say so-and-so and therefore we do not know ae they 
wanted to or not.” Perhaps it would be better to be specific about it. 

Mr. Merxirsonun. It was our feeling that the $500,000 sales test 
contained adequate assurance that enterprises of this kind would not 
be within the scope of the law. If it would be preferable to spell that 
out in specific terms there certainly would be no objection to doing so 
because that is the objective of that provision. 

Mr. Lanprum. Mr. Chairman? 

Mr. Ketxiry. Mr. Landrum. 

Mr. Lanprum. Suppose we do that and write a specific exemption 
into the law now for this class of people to whom we referred. How 
soon are you going to be coming here again wanting us to include 
them ? 

Mr. Merxiesonn. I guess that might depend on how broadly you 
drew the exemption. wn 

Mr. Lanprum. You used the $500,000 figure. Suppose we use that? 

Mr. Merxiesonn. I would think—our judgment about the $500,000 
figure is—that the business in the retail industry which is doing as 
much as $500,000 worth of business is a large store whose operations 


come within the scope of the F eder: | Gove rnme nt’ Ss power to re rulate 
commerce and that for an enterprise smaller than that we sani have 
to rely upon the States for any ft then action in the minimum-wage 
field. I would not envisage further action. 

Mr. Lanprum. Why are you not willing to go to the States now and 


rely upon them for coverage in the entire matter? Why do you try 
to circumvent the State? F 

Mr. Metxiesoun. I think in the case of the larger field it is because 
the States have not acted. This has left such a large gro up of em- 
ployees outside the scope of the act. This Oo roup of en ploy ee nhum- 
bers between 8 million and 9 million employees. Their conditions 
vary from State to State. It does not s em fair to leave such a large 
group of employees to a situation where work ers mm 1 State, 2 States, 
Falf dozen States or a dozen States may obtain the bens fits of the 
act but the others may not obtain it. 
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Mr. Lanprum. Can we interpret from that statement and from that 
attitude then that you do not have the same feeling for the very small 
group that would be left out that you have for the 1: arge group ? 

Mr. Merkiesoun. Well, we would have the same feeling for it, Con- 
gressman, but there are limits to what can be done by the Federal Gov- 
ernment for employees in that category, whether that is desirable or 
whether it is not desirable. 

Mr. Roosevett. Would the gentleman yield? 

Mr. Lanprum. Yes. 

Mr. Roosrvett. Would it not be also fair to say that many of the 
State legislatures might well refuse to act in the larger field on the 
very solid ground that this was a Federal and not a State problem and 
therefore you would find it difficult to get State action even if you 
tried / 

Mr. Merkiesoun. We have certainly encountered in the State pro- 
ceedings, Congressman Roosevelt, the argument that it was unfair to 
raise the minimum or to establish a minimum in a particular State 
because of the competitive situation in adjoiming States where no 
action was planned or contemplated and the suggestion, certainly, that 
this was a large industry which was within the scope of the Federal 
Government's power rather than of that of the States and that only 
the Federal Gove rnment could deal with it : idequately. 

Mr. Lanprum. There is one question that I want answered for me 
that I cannot answer. You speak of fairness. How is it fair for us 
to prescribe a minimum for clerk A on the east side of a street and 
not prescribe the same minimum for clerk B on the west side of the 
street when they, are opposite each other in the retail business? How 

‘an you apply the term “fair” to a situation like that? 

Mr. Merkirsoun. I think you can only do it in terms of making 
sure that the line that you fix as between on: group of people who are 
included and another group © f pe ople VW ho are exc lud ed IS a reason: ible 
line and that it is as fairly drawn to cover people who are similarly 
situated a 3 we could pr ssibly craw 7 

Adinitte dly, there are limitations in view of our Federal-State sys- 
tem and in view of the limited powers of our Federal Government, to 
the drawing of that line in the fairest possible way, but I have no 
comp! Lint with the fact that by and large our Federal-State Sj stem 
works out pretty fairly in the long run. It may result in temporary 
unfairness for certain groups of people but I think that in the long 
run it works out pretty fairly. 

Admittedly, there are problems involved in drawing these lines, 
but I think the ¢ ongress on the whole has shown over the years a 
pretty sensitive determination to draw the line reasonably and fairly 
In such a way that people who were similarly situated would be simi- 
larly affected. 

Mr. Lanprum. Mr. Meiklejohn, is it not true that the further we go 
into this matter the deeper we get into it, and that the more lines we 
draw the more complex and the more unfair we become? Is that not 
true ¢ 

Mr. Merxiesorn. I would not be inclined to feel that, no. I think 
on the whole the structure “ our sree activity at the present time 
isa great deal fairer than it was 20 years ago 

Mr. Lanprum. Let us sia you and I as clerks in a hardware store, 
you 1m one on one side of the street and I on the other. Your store 
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is doing $500,000 worth of business either with its single branch or 
with multiple branches and because of that you have a minimum wage 
prescribed for you and a maximum number of hours. My store on 
the other side of the street facing your store, where I am working and 
selling the same commodities to the same class of consumers, does 
not have it prescribed for me. I do not have the maximum hours 
prescribed for mc. My employer tells me that I need to work 54 to 
60 hours a week ¢o keep my job and I must do that. 

On the other hand, you drop out and go fishing occasionally to keep 


from bei ing paid over ne. Isthe re anything fair about that ? Is there 
any way in which my employer can compete with your employer undet 
circumstances like that in as) all town ¢ 

That is the point that worries me. Are you going to put my e: 


ployer out of business ? 

Mr. Merkiesoun. Well, I frankly do not feel so because I believe 
that actually the impact of extending coverage into this retail field 
is going to be very, very slight. Your question, I think, assumes 
that there is a large impact and a ee effect. 

Mr. Lanprum. You will admit, , that the example I offer is not 
an impossible or not an unreal one, is it ? 

Mr. Mrixteyoun. I do not feel that it is an impossibility, no. I 
would like to answer the question. I think there are elements of 
unfairness in a situation of that kind. I think no one can look at 
that kind of a situation fairly and say that there are not some ele 
ments of unfairness in it. You have had the same kind of unfair 
situation now for many years in the situation as between retail 
ployees and employees in manufacturing or in other types of busi 
nesses that have been subject to the Fair Labor Standards Act. One 
group has been covered and the other has not been covered. The 
retail employees are now in Congress and have been since approxi- 
mately 1946 asking for coverage under the Fair Labor Standards Act, 
so that their situation can be equi alized with that of employees who 
are under the act. In the situation you are postulating undoubtedh 
the employees who are in the noncovered firms are go 1} ” TO fee] that 
they are being treated 
{ 
i 


unfairly and they are going. at some point oO! 
other, to ask for similar treatment. The question is where they car 
get the similar treatment. 

Mr. LAnprum. Do you anticipate that. 

Mr. Merxirsonn. I do not anticipate that they will be able to cor 


to the Federal Government under those circumstances and ask for 
imilar treatment because I think if leoislation is passed alone the 
lines that we are suggestin: it n not go fay re suggest 
ing, pul i it 5 DASSE | } no the 11] f e suco't } ve are sug 
oO ing t! 1 be « iV) lou ) oute I SI lin { yt Fedey l co 

stitutional authority If there are the employee who are outside 


of that area, and there will be unavold: ably, because there are local 
businesses that do not affect commerce, those employees are coing to 
have to go to the only other place the y can go to get lewal protection 
of minimum wages and overtime and maximum hours, and that is the 
State governments. 

Mr. LAanprum. Is there any other place they can go? 

Mr. Merkirsonn. They can go to the unions and to their employer 

Mr. Lanprum. Thank you, Mr. Chairman. 
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Mr. Roosrvett. Mr. Chairman ? 

Mr. Ketuiry. Mr. Roosevelt. 

Mr. Roosevetr. Is it not true, also, in relation to Mr. Landerum’s 
question as to what you are facing in the impossibility of drawing up 
exactly even conditions between large businesses and truly smail 
businesses, that no matter into what field you go, where there is a 
small business in competition with a large business there are unequal 
factors that come from a difference between bigness and smallness 
and that one of the things, for instance, that makes a difference be- 
tween the two is that the conditions of employment are different and 
that someone in a small business, because he does not have the pressure 
that you would get in the larger business, would be willing to work 
for less because he has a more pleasant surrounding, because he is not 
under such constant pressure, and that therefore the small business 
has compensations which it is up to them in a competitive way to ex- 
ploit to be able to stay in business as a small business, including per- 
sonal service, maybe some services which the larger concerns cannot 
give because of their mechanized nature; and that therefore it is not 
as unfair as perh: ips it seems when put as my good friend and col- 
league put it? It is not quite so a ir to have a differential in the 
wage structure any more than it is unfair to have perhaps a differ- 
ence in the wholesale price that is given these two people. 

Mr. Lanprum. Will my good friend yield? 

Mr. Reoseverr. I will be h: appv to vie ld. 

Mr. Lanprum. Is a clerk in a small business in this country any less 
entitled to the protection of his Government than a clerk in the large 
business? You are taking a withholding tax from the clerk in the small 
bus} 1eSS, ile nas to pay the COSt of th 3 rovernment. 

Mr. Roosrveitr. That is a slightly different field. That goes before 
a different committee than this. 

Mr. Lanprum. If you are going to extend the Federal umbrella 
to the me le in this country you have to put it over all of them be- 
cause we can all get sunburned if we st ay in the sun long enough. 

Mr. ee Obviously Congress has not done that. 

Mr. Lanprum. I said that they have not done it. 

Mr. Roosrveitr. They have not done it for a good reason. The good 
reason is that, if you take the Federal field and protect the people in 
the Federal field, that in general you do two things: One, you do tend 
to set a better standard for the people not in the Federal field but also 
that you are { aki ne into consideration that there are other factors 
such as the ones I mentioned which make it not unreasonable not to 
bring these people into it and you recognize that if they needed to be 
brought into it, as Mr. Meiklejohn said, that they still do have the 
avenue of protection in their State legislatures which for the reasons 
we have also previously discussed will not act in the Federal field and 
that therefore we have not denied them the right of governmental 
protection. 

We have merely said, “We are not sure you need this protection. 
If you do need it there is a place for you to go which is your State legis- 
lature.” 

Mr. Grirrin. Will the gentleman yield? 

Mr. Roosrverr. Yes. 
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Mr. GRIFFIN. Is it fair to assume that you have the greatest suc- 
cess in organizing in the large retail establishments ? 

Mr. Meixiegoun. Yes, I think that is generally true. That is not 
universally true but I think it is generally true. 

Mr. Grirrin. Are you not asking the Government to do a job which 
you can do if it is neede d to be done? 

Mr. MerkLesonn. Well, in the situation where fe dy r than 20 per- 
cent of the industry is organized into unions I could not but agree 
with you. I think that we could do a better job in organizing. 

Mr. Grirrin. If there is a need there it can be done through the 
processes of organization and collective bargaining, is that not true, 
and keep the Government out of it ? 

Mr. MEIKLEJOUN. We have found that from an organization stand- 
point the protection by law of minimum wages is of oreat assistance, 
I want to make it clear that we do not believe that when retail workers 
are brought under the Fair Labor Standards Act they are thereby 
being guaranteed a fair day’s pay for a fair day’s work. They are 
receiv in g only a minimum wage at the most, a minimum wage which I 
pol nt out in the next section of y State ment, is substantially below 
what is conservatively leds as an adequate standard of living in 
most areas in most States. 

Mr. Grirrin. Let me just make this point. Much is made of the 
fact that if the Federal Government sets a floor in the |: irgver St sing sses, 
then this will have the effect of filter ny down to smaller businesses 
because t] ley compete in the labor market and so forth. The effect of 
your organization in the larger businesses, and I assume that most of 
your people are paid i in excess of >1 an he ur, has the same effect. does 
1t not é 

Mr. MErKiesonn. Yes. 

Mr. Grirrin. Yet you In) your organization in the collective bargain- 
ing process are ab] e to take into account the differences in economic 
conditions from one community to another and from one State to 
another, which this Fede ral law woul | not do. 

Mr. Mi LEED. Well, I think that your question would certainly 
be applicable and rele vant if we were getting into the kind of details 
in regulating wages and wo! segs ¢ conditions that collective bargaining 
agreements get into. W ea tal lking he 
floor. 

Mr. Grirrin. I know that, but your organization can and does do 
that. 

Mr. Merxiesonn. That is only one very small phase of a union 
agreement. 

Mr. Grirrin. I know that, but it isa very important part of it. 

Mr. MerkLesoun. It is a very important part but it is only one 
phase of it. There is no question that, from many standpoints, there 
1S a great deal to be said for attempting to accomplish the objectives 
that this legislation has in mind through organization rather than 
through legislation. I do not think any of us wants to see any more 
legislation than needs to be on the books. 

Mr. Grirrin. Unions do not want very much more regulation as 
far as they are concerned, do they ? 

Mr. Merxirsoun. I guess that depends on what kind of regulation 
you are talking about. 


. — = +4 ; - 
re only about a minimum wage 
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Mr. Grirrin. Your organization wants repeal of the Taft-Hartley 
law, do you not ? 

Mr. Merxirsounn. We would like to see the Taft-Hartley law re- 
placed or a fairer law. 

Mr. Grirrin. You do not want any more regulation as far as anti- 
trust or pension plans are concerned, do you? 

Mr. Mrrxtesonn. I do not think that is true with respect to pension 
plans. We have indicated that there is urgent need for legislation for 
an adequate disclosure statute on pension and welfare plans. 

Mr. Grirrin. I am glad to hear that. 

Mr. Krtirey. Could we proceed and let Mr. Meiklejohn finish his 
statement ? 

Proceed. 

Mr. MerxiEsonn. Again, I will try to skip over this. As I say, in 
my next section I have pointed out that what is involved here is a 
question of extending to the retail industry a minimum wage of $1 an 
hour and the overtime provisions. I have also pointed out that ac- 
cording to recent studies in 13 different States—State studies, inci- 
dentally, rather than studies by the Federal Government—an annual 
income of at least $2,300 is required by a single woman without de- 
pendents for a minimum adequate budget in terms of 1956 prices. 
When you compare this with the yield from a $1 minimum, I think 
you can see the modest nature of the problem before the committee. 

Mr. Lanprum. Would the gentleman yield to me at that point ? I 
would like to discuss that with you brie fly. 

Mr. Merkirsoun. Certainly. 

Mr. Lanprum. I think you have raised a very substantial and im- 
portant point. Is not the thing which is contributing most to the in- 
creased cost of living for this single lady about whom you speak there 

r for the married person with a family, is not the thing that is re- 
oul ing this higher and higher income the ver y thing that you are im- 
portuning us to do—raise wages? Is not that the largest contributing 
factor in this cost of living? 

You understand that I want everyone to earn every nickel he can 
get, but is not the very fact that the Federal Government is moving 
in and raising wages year after year the thing that is building up this 
cost of living? Where is it going to stop? 

Mr. MerkLesonn. Congressman Landrum, without trying to give 
a categorical answer to your question myself, I would like to refer you 
to something. ' 

Mr. Lanprum. I did not expect a categorical answer 

Mr. Merxirsoun. I think there is a categorical answer in what I 
refer to. There appeared in the New York Times for Sunday, March 
10, an article entitled “Living Cost Rise Laid to Se TVICeS, Rent, and 
Transit.” There are many conclusions of this article which I think 
would be worth study by the committee. Although I do not want to 
go through the whole article, I think the committee could well include 
it in the record. 

Let me quote from the article: 

Whether the talker is President Eisenhower, the ordinary housewife, a Con- 
gressman or a professional economist, Americans today are hearing the Same 
version of what has been happening to prices. 

The current folklore centers on two beliefs: 

1. That the only reason prices were stable from 1952 to 1956 was that food 
prices were down while industrial prices were up. 
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That the reason for the reputedly steady rise in the price of things other 
Pi food is that labor unions push up wages and big corporations push up 
prices. 

Examination of the item-by-item details of the Government’s cost-of-living 
figures discloses that the first popular belief has no validity at all and the second 
has validity, if at all, only in a remote sense. 

The article analyzes the changes that have taken place in various 
items in the cost of living. It is pointed out that with regard to food 
and goods that are sold, which are the things we are de: aling with in 
the retail industry, the general tendency has been for prices either 
to remain stable or to go down during the period since 1950. The 
big increases in the cost of living have come from tremendous increases 
in the cost of services and the type of thing represented by rent, by 
insurance, by taxes, and so on. 

Mr. Roosrvett. Have you not also pointed out here that the increase 
in minimum wage would amount to less than one half of 1 percent? 
That is on page 14 of the statement. 

Mr. Merkirsoun. That is correct. 

Mr. Roosevert. So that the actual impact on the industry so far 
as prices is concerned is next to nothing. 

Mr. Merxieyoun. That is right. 

Mr. Lanvrum. I have had that pointed out to me and pointed out, 
but every time they point it out they point out another $5 or $10 bill 
at the end of the week that it costs me to live. That is how pointed it 
is and how simple it is. 

Mr. Merktrsonn. I think we all have that experience. Here, of 
course, we are talking only about the increase that the application of 
the dollar minimum would have in this particular industry in terms 
of the prices charged in retail stores if you were to estimate the impact 
of the dollar minimum in those terms. 

Dr. Fred Blum, who made an exhaustive study of this problem for 
the Senate Labor Committee, has reached that conservative estimate. 
In his report he points out that this estimate is based on the most 
extreme assumptions. He used some wage data in arriving at this 
estimate, some estimé tes of the metae of employees receiving below 
various specified hourly wage rates, which would have to be adjusted 
upward if you were to take them in iaeen of the 1957 figures. These 
data were applicable to 1955 rather than to 1957, so that actu: lly the 
impact would be less, if anything, than he has indicated. He so 

testified the other day before the Senate committee. 

Mr. Ketter. Again, let us see whether we cannot finish this state- 
ment. 

Mr. Merxiesoun. Let me just go on, Mr. Chairman, to say a word 
or two about the proposals for extending minimum wage protection 
that Secretary Mitchell has made, speaking for the 
administration. 

The principal effect of Secretary Mitchell’s recommendations would 
be to extend the coverage of the n ninimy 1m wage prov isions of the Wage 
and hour law. but not the maximum hours provisions, to some o1/, 
million additional workers. 

Naturally, we are gratified to see the administration begin to recog 
nize in the form of firm recommendations that there are important 
legislative tasks to be accomplished in the field of extension of the 
coverage of the Fair Labor Standards Act. The administration’s 


Eisenhower 
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proposals are a definite step forward, and I think everyone must rec- 
ognize them as such. 

[t is difficult to understand, however, why the maximum hours pro- 
visions of the Fair Labor Standards Act should not be extended to 
additional workers when minimum wage protection is given to such 
employees. In principle, there is no reason why the additional 2% 
imillion workers should be denied the protection of the maximum hours 
prov isions When these provisions are already applicable to some 20 or 
2) million employees who are already covered by the act. 

The overtime provisions are not simply a guaranty of employment 
opportunities in a surplus labor market. Overtime has been written 
into the wage structure of most industries subject to the Fair Labor 
Standards Act and should in our judgment be a part of the basic wage 
structure of every industry. 

We have experienced no difficulty, Mr. Chairman, in negotiating 
contract terms in the retail industry providing for the 40-hour week. 

I have indicated in our previous discussion that we have negotiated 

contracts calling for time and one-half after 40 hours in a number of 
large department stores, such as Bloomingdale’s, Gimbel’s and 
Stern’s in New York. The Lerner Shops in ‘New York are covered 
by a contract which has a provision for time and one-half after 38¥, 
hours. Our contract with Macy’s in New York provides for time and 
a half after 40 hours, and so on. The 5-day 40-hour week is prac- 
tically universal in New York in department stores, variety stores, 
chain supermarkets and other large retail establishments. Almost all 
union contracts with this type of establishment now call for time and 
one-half after 40 hours or less. 

iKmployers in the retail industry, as in other industries, are aware 
of the possibilities of scheduling shifts in such a way as to minimize 
dislocation of hours due to rush periods and peak seasons. In addi- 
tion, there is very little overtime in the retail industry with the excep- 
tion of department, speciality and limited-price variety stores. Asa 
general rule, these are large establishments which exper lence no dif- 
ficulty in regulating hours or in regulating schedules in such a way as 
to adjust contract provisions « -alling for a specified maximum number 
of hours of work per week. 

The possible effects of requiring overtime after 40 hours in the retail 
industry are also, of course, limited by the increasing utilization of 
part-time employees. Part-time 5 ap Aa do not ordinarily work 
beyond a scheduled 40-hour week. For any large amounts of overtime 
that may have to be paid during nal seasons, most of the giant cor- 
porations that dominate the retail trade in ne arly all its branches 
have ample resources. For these reasons, Mr. Chairman, I am unable 
to see why the maximum hours provisions of the Fair Labor Stand- 
ards Act should not be extended to exactly the same employees as the 
minimum wage prov isions. 

secret: iry Mitchell’s argument that applic ‘ation of the overtime pro 
visions to these employees “presents peculiar and serious problems” 
and that adjustment to both the minimum w age and the 40-hour week 

“would be very difficult for many enterprises” does not in my judg- 
ment stand up under careful scrutiny based on the facts of business 
operation, I agree that the problem “requires very careful considera- 
tion.” Tre fuse to believe that this committee will conclude that “very 
irefiil consideration” means no action on this problem. 
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The other proposal of Secretary Mitchell’s on which I wish to com-. 
ment very briefly is his recommendation that would limit new cover- 
age to enterprises ey: ng 100 or more employees. ‘There is no 
reasonable relation that 1 can see between the numbers of employees 
in an enterprise and the en of its activities upon interstate com- 
merce. A firm with just a few employees which handles high-priced 
merchandise can have fully as much an effect upon interstate com- 
merce as a firm with many more employees handling lower-priced 
merchandise. 

The Secretary’s recommendation would, I believe, place certain 
types of retail establishments at a competitive disadvantage as against 
others. For example, the high quality specialty shops and dealers 
handling high-priced merchandise do not ordinarily utilize very 
many employees. The limited price variety stores on the contrary 
usually require a considerably barge number of employees, perhaps 2 
or 3 times as many, to handle the same volume of business. Yet, 
under the Secretary’s proposal, t he latter would come under coverage 
much sooner than the former. It is apparent, therefore, that the num 
ber of employees in an enterprise h: 1S almost nothine whatsoever to 
do with the effects of that enterprise’s activities upon interstate com 
merce or the produc tion of goods for interstate commerce. 

Furthermore, Mr. Chairman, it seems to me that there would 
very difficult problem under the Secretary’s proposal in connection 
with the employment of part-time employees. Are they to be included 
among the LOO or more employees ¢ 

So far H is i know, Mr. Chairman. this question has still] hot been 
answered. I think it would be very helpful if we had an answer to this 
question. 

lt a are, the Secretary’s proposal may, I suggest, actively dis 
courage part-time employment in the retail industry. If, indeed, it is 


true th at such employment provides a needed supplement to the in 
comes of many families, a proposal] that might eut off this suppl ment 
should receive, as the Secretary Savs, very careful consideration by 


the subcommittee. 

Tosum up our objections to Mr. Mitchell’s proposal, let me reiterate: 
The test of 100 or more employees is unfair and administratively un- 
workable. The test as to inflow of merchandise, which I have not dis- 
cussed in the statement is equally unfair and unworkable. The pro- 
posal for eliminating the overt cee provision for newly covered groups 
Is unsound in principle and completely unfail 

I am Ci ulling upon } you ge ntle men and your colleagues in the Senate 
to take Mr. Mitchell’s warnings and economic predictions with a grain 
of salt. You will remember that last year when Mr. Mitchell pro 
posed a 90-cent minimum wage, he predicted all sorts of dire conse- 
quences 1f Congress enacted a higher minimum. But you, in your 
W ears overrode his recommendations and passed the $1 minimum, 


nd none of the dire conseque neces came to pass. 

I urge you most strongly to act upon Mr. Mitchell’s recommenda- 
tions on coverage in the same way that is, to bring them into line 
with current conditions and carry out the intent of the Fair Labor 
Standards Act by promptly passing H. R. 4575, thus extending cover- 
age to millions of low paid workers who urgently need and are en 
titled to such protection, 
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I skipped over the middle section of my statement, Mr. Chairman, 
but I undestand it will be in the record so that it will be available to 
the committee. It has a good deal of information on earnings in 
the industry. It shows that earnings in retail have lagged behind earn- 
ings in manufacturing and other industries; that average annual earn- 
ings in the retail industry are substantially lower than those in almost 
any other industry except service. It contrasts with the low average 
hourly earnings in the industry the tremendous business structure 
that exists in the industry in almost every field of activity ; the depart- 
ment store and mail order field, where some 12 giant corporations in 
1954 had total sales of nearly $8 billion, the limited price variety field, 
the food field; the apparel and accessories field; drugs, and so forth. 
Almost all of these fields are presently dominated by tremendously 
large operations with sales running into many, many millions of dol- 
lars and in, some cases, with sales in the amount of billions of dollars. 

I think this has to be contrasted with the average hourly earnings in 
the retail industry and with the very modest, in fact almost negligible, 
effect which the $1 an hour minimum can be expected to have in the re- 
tail industry if it is put into effect, as estimated by Dr. Fred Blum 
in his report on “Retail Establishments and the Fair Labor Standards 
Act” which was referred to earlier by Congressman Roosevelt. 

Dr. Blum estimated, as has been pointed out, that if the total in- 
crease in the wage bill resulting from the dollar minimum were passed 
on in the form of price increases to consumers—and of course this is 
a purely hypothetical assumption since our experience has been that 
wage increases are normally in large form absorbed rather than passed 
on, particularly at this level—but if they were all passed on to the con 
sumer in the form of price increases, the maximum possible increase 
in prices would amount to less than one-half of 1 percent. It is our 
conviction that, if all the retail industry is going to have to adjust to, 
as a result of apply ing the Fair Labor Standards Act to its employees, 
is an increase in costs which, if translated directly into an increase in 
the prices of the goods the industry sells, would raise these prices less 
than one-half of 1 percent, we cannot see what justification there is for 
delaying any longer the amendments of the act which the retail em 
ployees have been see ‘king for so long. 

Mr. Ketitry. You went over that before, did you not ? 

Mr. Merxtrsoun. I went over it briefly. That completes my state- 
ment. 

Mr. Ketxey. Mr. Landrum. 

Mr. Lanprum. Mr. Meiklejohn, I would like to speak to you just 
briefly about those dire consequences that you referred to in the last 
part of your statement, saying that no such dire c onsequences as those 
predicted when we were considering the increase in the minimum wage 
from 75 cents to $1 had developed. Let us see whether or not that is 
true. 

Prior to ths at time the farmer in Georgia was getting about 30 cents, 
sometimes 33 cents for his beef on the hoof. He was paying about $1 
to $1.25, depending on the cut of beef, a pound in the retail market. 
Prices had to go up in the packing industry under these minimum 
wages. Not the floor, but the differential, had to be kept and the cost 
to the packinghouses, for instance, in just one instance, went up. You 
still are paying $1 plus for the same cut of beef in the retail market, 
but the farmer is getting today instead of 30 cents and 33 cents, 18 
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cents, and maybe if he has a choice steer, 20 cents. Now, what sort 
of consequence do you call that if it is not dire? 

Mr. MerKLesoHn. Well, I think it could very well be a dire conse- 
quence, but I question whether it is a consequence that flowed from the 
application of the minimum wage. 

Mr. Lanprum. Whence did it flow if it did not flow from that? I 
want to know. Iam openminded on this thing. 

Mr. MerkiesoHn. The Department of Labor has undertaken to 
make a study of the impact of the dollar minimum wage and last week 

they issued their first interim report of the impact of the dollar mini- 
mum wage on the various industries and particularly on some of the 
industries in the South because that was where the greatest impact was 
to be expected in view of the information before the Congress at the 
time the dollar minimum was passed. I could quote from the report, 
but their press release makes these two points. The report of their 
investigation shows, first, that the increase in the minimum had not by 
December 1956, which is last December, resulted in any substantial 
changes in the national economy as a whole as measured by trends in 
employment, unemployment, price levels, and other economic indi- 
cators. 

Mr. Lanprum. But none of that refutes the fact, sir- 

Mr. Merkiesoun. I am going to the second point. The second 
goes to the precise point you are making. 

Mr. Lanprum. Let me finish my statement. None of that refutes 
the fact, sir, that today the farmer is getting from 15 cents to 18 

ents a pound | less for his beef on the hoof and is paying the same 

amount in the retail establishment. Now, then, if you say it is not 
going to increase the retail costs more than a fraction of 1 per- 
cent, whatever that fraction may be, and it will be offset by the in- 
creased purchasing power if we extend this coverage, how much 
more purchasing power is it going to take to put enough people out 
buying these $4 steaks to t: ake care of the farmers down in Georgia 
or Alabama or out in the West ? 

Mr. Merxiesoun. I think we have all been very much aware of 
the fact that agriculture is presenting very special problems which 
need to have very serious and special consideration given to them. 
I think that we have in this legislation some provisions that would 
be of benefit to certain types of persons engaged in agriculture. 
The hired employees in agriculture would receive benefits under this 
legislation. 

Mr. Lanprum. Mr. Meiklejohn, my reason for wanting to press 
this point is simply this: The area to which you direct your testi- 
mony, the retail establishment, is the area that most vitally and 
most quickly affects the housewife and the cost of living. You 
‘ould not touch a more vital chord insofar as the housewife is con- 
erned than what we are dealing with here. The moment we do 
something in that field it seems to increase the cost of what she has 
to buy. 

At the same time we decrease the amount that her husband gets 
for the product that he produces. Now, I cannot, to save my life, 
see how we are ever going to develop a balanced situation or a 
stable economy if we continue to do that. 

You pees are eet and I grant that you make some studies 


ind make interestu ra presentations here and I am indebted to you, 
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but you never come up with an answer to that situation and until 
we answer that we are dealing with plain, simple, dynamite insofar 
as this economy is concerned. 

If you have the answer I would like to have it. 

Mr. Merkeitsounn. I would like to have the answer, too. 

Mr. Lanprum. You do not have it ? 

Mr. Merkiesoun. I do not have the answer to the specific prob- 
lem that you raise except that I would want to make it clear that 
[I think the question of minimum wages has very little to do with 
it. I think that is measured and indicated by the very small im- 
pact that the $1 an hour will have in retail. It is far less than the 
impact that was calculated for certain industries in 1955, 

Mr. Lanprum. Then if that is your belief, why did you not do 
this? As a matter of fact, if you believe that, you ought to do these 
two things, Mr. Meiklejohn: You ought to first come in and advo- 
cate the extension of this act to every human worker in America. 
That is the first thing you ought to do. 

The second thing you ought to do is to say that “We increase 
this minimum wage to $3, $4. or $5,” because under that theory you 
would create unlimited results. 

Mr. MerKiesoun. We still believe that the law is most useful as 
a minimum wage law and not as a wage-fixing law. 

Mr. Lanprum. As I say, put your minimum ‘above where you have 
it if your theory isc orrect. 

Mr. Merxiesonn. The other conclusion that the Labor Department 
study came to, which I would like to just draw to the committee’s 
attention, is that the dollar minimum which was approved in 1955 
and went into effect in 1956 had not by December 1956 resulted in an 
increase in hourly earnings of high-paid employees proportionate to 
the increase in earnings of workers previously paid less than $1 an 
hour. In other words, there was not an inc rease up the line propor- 
tionate or even equiv alent to the increase in r: aising workers who were 
getting below the minimum up to a dollar. Those effects whic h, 
incidentally, bore out experience that the Department of Labor had 
in raising minimum wages during earlier periods through the indus- 
try committee proc edure were that in terms of increases above the 
minimum those depend on other factors than the minimum wage. 
They depend on whether or not the ne is organized, they depend 
upon what wages are generally in the a: and they ‘depend upon 

. lot of considerations other than une the minimum wage. 

Mr. Lanprum. Are those wages that you talk about above the 
minimum having any effect on the increasing spiral ? 

Mr. Merkiesonn. They could have an effect but the evidence 
shows that the dollar minimum did not affect wages above the mini- 
mum very much. 

Mr. Lanprum. That is all I have. Thank you, Mr. Meikeljohn. 

Mr. Rooseveir. Mr. Meikeljohn, I want to cover one point. You 
mentioned not in great detail the test as to inflow of merchandise 
whie h is in the Secretary’s bill as against the proposal in the chair- 
man’s bill. I would much prefer it if at some future time you could 
make a more detailed analysis of the effect of the Secretary’s million- 
lollar inflow and the refinement that it be a direct inflow on the 
particular retail field because I think we need information as to 
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whether that is a sound formula upon which to work or whether the 
formula under the Kelley bill is sounder and fairer. If you would 
be willing to do that for the information of the commitee I know I 
personally will appreciate it and I think we all will. 

Mr. Ketitey. Do you want that for the record ¢ 

Mr. Roosevett. Yes. 

Mr. Merkirsoun. I will be glad to submit such a memorandum. 

Mr. Ketter. Without objection, it may be included. 

Mr. Metxiesoun. I do not know whether this “Analysis of Ad- 
ministration’s Proposals for Extending the Coverage of the Fair 
Labor Standards Act” has been included in the record. It compares 
the effect of the Secretary’s proposals with the proposals in S. 1267 
and H. R.4575. If it has not been included, I think it might be helpful 
if this were included in the record. 

Mr. Roostvett. Who prepared that? 

Mr. Merxtesoun. I prepared this. 

Mr. Roosrvett. Have you submitted it before? 

Mr. Merxiesonn. It may have been submitted by the AFL-CIO. 
[ do not know. . 

Mr. Ketiey. You are offering it now ? 

Mr. Merkiesoun. Yes. 

Mr. Ketitey. Without objection it will be included in the record. 

(The information referred to follows :) 


ANALYSIS OF ADMINISTRATION'S PROPOSALS FOR EXTENDING THE COVERAGE OF THB 
Far LAsgorR STANDARDS ACT 


In testimony before the Senate Subcommittee on Labor on February 25, 1957, 
the Secretary of Labor, James P. Mitchell, submitted “the administration’s recom- 
mendations” for extending the coverage of the Fair Labor Standards Act. Sub- 
sequently, the Secretary forwarded to the subcommittee “technical amendatory 
language” which “if incorporated in a bill enacted to amend the Fair Labor 
Standards Act of 1938, as amended, would extend the protection of the act to 
additional workers as recommended by the Secretary of Labor.” 


SUMMARY OF ADMINISTRATION’S PROPOSALS 


The administration’s proposals for extending the coverage of the Fair Labor 
Standards Act are as follows: 

(1) The interstate commerce coverage of the law would be broadened to in- 
clude “employees engaged or employed in the activities of any enterprise doing 
business in commerce to a substantial extent.” Such an enterprise would in turn 
be defined as those that purchase merchandise or receive for use in current 
operations materials or supplies that move directly across State lines to its 
place or places of business amounting to $1 million of more during the preceding 
calendar or fiscal year, under regulations of the Secretary of Labor. Translated 
into sales this means an annual dollar volume of business of between $1.600,000 
and $1,700,000. For the employees of such an enterprise to be covered by the 
act, the enterprise would also have to have employed 100 or more employees dur- 
ing the preceding calendar or fiscal year, likewise under regulations of the Sec 
retary of Labor. 

(2) The minimum wage provisions would be made applicable to employees 
engaged in the activities of certain enterprises, which are now exempt, in which 
the employer eliplioys 100 or more employees, 


EFFECTS OF ADMINISTRATION'S PROPOSALS 


(1) The Secretary of Labor testified that the administration’s proposals would 
apply to about 2,500,000 additional workers not now protected by the Fair Labor 
Standards Act. This is approximately 7,150,000 less than the 9,650,000 workers 
that would be benefited by the Morse-Kelley bills (S. 1267 and H. R. 4575) 
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(2) The additional workers to whom the Fair Labor Standards Act would 
apply under the administration’s proposals would, for the most part, receive the 
protection only of the minimum wage provisions of the act. Some employees 
of construction and wholesaling concerns employing 100 or more employees 
would apparently benefit from the overtime compensation provisions as well 
as the minimum wage provisions, but these are the only employees to whom the 
maximum hours provisions of the act would be extended in any way under the 
administration’s proposals. Under S. 1267 and H. R. 4575, both the minimum 
wage and overtime provisions of the act would be extended to millions of workers, 
not only in cnstruction and wholesaling, but also in many fields where workers 
are denied the protection of these provisions by the specific exemptions now 
contained in the law. 

(8) The principal beneficiaries of the change in basic coverage proposed by 
the administration would be workers in retail trade and construction. The Sec- 
retary of Labor estimated that these proposals would extend minimum wage 
protection under the Fair Labor Standards Act to about 2 million workers in 
retail trade and some 200,000 employees in construction. SS. 1267 and H. R, 
4575 would extend minimum wage and maximum hours protection to approxi- 
mately 3,960,000 in retail trade and service and some 1,400,000 employees in 
construction, 

(4) The proposal of the administration to lift certain minimum wage exemp- 
tions in the case of employers of 100 or more employees would extend minimum 
wage protection to about 250,000 additional workers in 5 principal industries; 
namely, metropolitan transit, telephone, seafaring, hotels, and taxicab operation, 
Also, an unspecified number of employees employed in a local retailing capacity 
or in fish or’seafood handling and processing would be covered under the amend- 
ments proposed by the Secretary. About 470,000 workers now excluded by the 
exemptions applicable to employees in these industries would get minimum wage 
and maximum hours protection under 8. 1267 and H. R. 4575. The administra- 
tion’s proposals would not benefit in any way about 3,822,000 workers who are 
now exempt to whom 8. 1267 and H. R. 4575 would extend minimum wage and 
maximum hours’ protection. The following table gives comparative estimates 
of the effects of the administration’s proposals and those of 8S. 1267 and H. R. 
4575 on workers in the various industries referred to: 


Workers in the following industries who would get the benefit of minimum 
wage and maximum hours protection under §S. 1267 and H. R. 4575 would get no 
protection whatsoever under the administration’s proposals: 


1, 351, 000 


Ee I istic nt ees cntiigrintaihamianiaaiaeeniwel a ee ER a aia 





Agriculture__________- peer ime a td ee aa ig tet 1, 500, 000 
a ee ae ee ee ad i a a ad 242, 000 
METICHICATA] DP OCCRG I i ccecies tice necere vient erereien ovations ea la ah ie ae 233, 000 
Finance, insurance, and real estate a ee ae ae 117, 000 
aa tk dan lat a Ri ae es 110, 000 
Mining and manufacturing*_..___________- Tae Sena ceed a aaa dae 101, 000 
Si a a A a ah a a a ae ea ld 32, 000 
I a ranean 26, 000 
Fa i i a a oa 210, 000 

a a 3, 922, 000 


(5) The effects of the administration’s proposals on employees in laundering, 
dry-cleaning, and repairing establishments and on employees in service enter- 
prises are not entirely clear. In general, however, it appears that few, if any, 
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of these employees would be brought within the protection, even of the minimum 
wage provisions of the Fair Labor Standards Act. 


SIGNIFICANCE OF ADMINISTRATION PROPOSALS 


In proposing to extend minimum wage protection under the Fair Labor Stand- 
ards Act to some 2,500,000 additional workers, the Administration recommenda- 
tions constitute a definite and important step in the extension of the coverage of 
the act. In 1955 when Congress was considering amendments to the law ex- 
tending its coverage as well as raising the minimum wage, Secretary of Labor 
Mitchell also made, but later withdrew, recommendations for extension of 
minimum wage protection to employees of multistate enterprises and enterprises 
that do the greater part of their business in interstate commerce or in the pro 
duction of goods for interstate commerce. Although the opinion was widespread 
at the beginning of the hearings when Secretary Mitchell first testified that his 
proposals were in the form of firm recommendations, the Secretary indicated in a 
letter to Chairman Douglass of the Senate subcommittee on the last day of the 
hearing that all he had done was to suggest two areas to which special study and 
consideration should be given by the Congress 

This year, Secretary Mitchell has announced that his proposals are “the Ad 
ministration’s recommendations with respect to extending the coverage of the 
Fair Labor Standards Act.” In his statement, the Secretary said “Specifically, 
I recommend the following amendments to the act * * *.” Thus, this year, 
Secretary Mitchell has made specific recommendations for changes in the act 
to broaden its coverage. Furthermore, he has made clear, beyond all doubt, that 
the proposals he has made are ‘‘Administration proposals.” In both these re- 
spects and also in the respect that his recommendations would extend minimum 
wage protection to a substantial number of workers who do not now have this 
protection, Secretary Mitchell’s proposals represent a significant affirmative 
move on the part of the Administration. 

This is not to say that the step is a sufficiently large one to do justice to 
millions of low-paid workers under present-day economic conditions or that 
there are not serious objections to the Secretary’s proposals. On the contrary, 
there are questions about and objections to these proposals on both counts as 
summarized in the next section of this analysis. 


OBJECTIONS TO ADMINISTRATION PROPOSALS 


(1) The Administration’s proposals for extending the coverage of the Fair 
Labor Standards Act go further than any the present Administration has made, 
but would affect only about one-fourth of the employees who would be brought 
within the protection of the minimum wage and maximum hours provisions of 
the act by 8S. 1267 and H. R. 4575. 

(2) The Administration’s proposals would extend to retail trade and service 
industries the principle of limitation or exclusion from maximum hours protee 
tion alone that is now applicable under the Fair Labor Standards Act only to 
establishments handling processing perishable farm commodities or wl 
ployees’ hours are regulated under other Federal statutes, as in the case of rail- 
road, motor vehicle and air carriers. For 18 years the Fair Labor Standards Act 
has been known as the Federal Wage and Hour Law. It would be most unfortu 


nate if at this late date, the Federal Wage and Hour Law should be transformed 


ere em- 


into a Federal minimum wage law for some 2,000,000 or more workers whose 
conditions of employment are no different from those of millions of others who 
are covered by the maximum hours provi Lot thea 


" 


(3) The Administration’s recommend: ns would limit the new coverage pro 
vided for in these proposals to employees employed by enterprises in which 100 
or more employees are employed. This is true both with respect to the new 
basic coverage provided by the Administration’s proposals and the changes in 
exemptions recommended by the Administration. No explanation has thus far 
been given as to the reason for selecting 100 as the particular figure for the num 
ber of employees that are to be required before minimum wage protection under 
the Fair Labor Standards Act applies Under Federal statutes, such as the 
Social Security Act, the largest number of employees used in the early days of 
the act for this purpose was 8. Any test based upon the number of employees 
cannot help but operate unfairly as between different enterprises and as between 
the employees employed in such enterprises. 


t 
} 
i 
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(4) The proposals of the Administration are couched in language so technical 
and complicated that it is exceedingly diflicult to determine whether particular 
employees will or will not be covered by the Fair Labor Standards Act. 


COM MENT 


By making annual purchases directly from outside the State of at least 
$1,000,000 in value the test of substantial engagement in interstate commerce, 
the Administration’s proposals for changes in the basic coverage of the Fair 
Labor Standards Act appear to be based upon one of three alternative tests used 
by the National Labor Relations Board in determining coverage of retail esta- 
lishments under the National Labor Relations Act. They apparently reject the 
other two alternative tests used by the Board based on indirect purchases from 
outside the State of $2,000,000 in value and annual sales directly out of the State 
of $100,000. It is also worth noting that as to intrastate chains of retail stores 
and service establishments, the Board continues “the practice of totaling direct 
inflow, indirect inflow or direct outflow of all stores in the chain to determine 
whether any of of these standards is met. If the totals satisfy any one of these 
standards we will assert jurisdiction over the entire chain or over any store or 
group of stores in it as in the past.” (19th Annual Report of the National Labor 
Relations Board for the fiscal year ended June 30, 1954, page 4). 

Insofar as they contemplate a change in the basic interstate commerce 
coverage of the Fair Labor Standards Act, the Administration’s proposals do not 
appear to be substantially different from the propoSals offered for study by 
Secretary Mitchell in 1955. Those proposals suggested extension of minimum 
wage protection to employees of multistate enterprises and enterprises that do 
the greater part of their business in interstate commerce or in the production of 
goods for commerce. This year there is no mention of multistate enterprises as 
such, although the larger enterprises of this type would undoubtedly be 
embraced within the term “enterprises doing business in commerce to a sub- 
stantial extent.” Substantial engagement in interstate commerce may be a more 
liberal requirement for bringing an enterprise and employees under the act’s 
minimum wage provisions, than the 1955 requirement that to be covered an 
enterprise must do the greater part of its business in commerce or in the pro- 
duction of goods for commerce. However this may be, the expanded interstate 
commerce coverage is Subject to the absolute restriction that no enterprise 
would be covered under such expanded coverage unless it has 100 or more 
employees. 

The commerce clause of the Constitution (article 1, section 8) does not speak 
in terms of “substantial engagement” in interstate commerce. It gives Congress 
the power to “regulate commerce with foreign nations, and among the several 
States.” The power of Congress over interstate commerce is not limited to 
situations where there is a lot of interstate commerce but may be exercised where 
there is any interstate commerce. The courts have held, furthermore, that this 
power may also be exercised over intrastate commerce wherever it is necessary 
and appropriate to do so in order to enable Congress effectively to control or 
regulate interstate commerce. 

For 18 years more than 13 million workers have been denied the protection 
of the Fair Labor Standards Act as a result of a restrictive concept of interstate 
columerce coverage having been written into the act in 1938. Under the Adminis 
tration’s proposals in which tests of “substantial engagement” in interstate com- 
merce and employment of 100 or more employees are combined to limit the 
broadened coverage, nearly 12 million workers would remain in this situation. 
While reducing the figure of noncovered workers from 13 million to 12 million is 
some progress, it is small progress, particularly under present day levels of 
wages, productivity and business activity. 

The administration’s proposals for changes in certain exemptions now provided 
for in the Fair Labor Standards Act are, except in the case of multistate retail 
enterprises, substantially new proposals. These proposals, however, would leave 
unchanged the exemptions applicable to approximately 5 million workers to 
whom the protection of the Fair Labor Standards Act is now denied because of 
exemptions written into the law. The sum total effect of the administration’s 
proposals for limiting exemptions, restricted as they are by the requirement that 
an employee must be “engaged in activities of any enterprise in which an em- 
ployer employs 100 or more employees,” is to reduce the number of employees 
exempt from minimum wage protection from the present figure of approximately 
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6,500,000 to 5,000,000. Again this is some progress but again it is small progress 
under present day levels of wages, productivity and business activity. 

The administration’s proposals contain recommendations for inclusion of tips 
as part of the wages of employees in various service enterprises and the com- 
pensation of seamen employed on American vessels in accordance with the mini- 
mum wage requirements of the act. These recommendations do not appear to 
require special comment. 

Mr. Merkiesonun. This does not quite do the job that you were 
asking for, Congressman Roosevelt, but I will be glad to try to do that. 

Mr. Roosevetr. Thank you. 

Mr. Keiitey. Mr. Holt. 

Mr. Horr. Where are the members of your union located ¢ 

Mr. Merxkirgoun. They are located principally in the New York 
and New Jersey area. 

Mr. Horr. What percentage are located there ? 

Mr. MEIKLEJOHN. Between half and three-quarters of them. 

Mr. Horr. That percentage is located in the New York area? 

“ra Mrrxtesoun. Yes. There are also members in a lot of other 
different areas in the country, including Chicago, the Middle West, 
and some in the South. 

Mr. Hour. But most of on are in the New York area. 

Mr. Merkiesoun. Mostly in New York and New Jersey. 

Mr. Hotr. You are the on “ union of this type in the country ? 

Mr. Meixiesoun. By “this type” you mean organizing retail and 
department stores ¢ 

Mr. Horr. Yes. 

Mr. Merxirsoun. No, the Retail Clerks International Association 


; 


also organizes C le rks in th 10Sse he 

Mr. Hotr. How do you avoid competing with each other? 

Mr. Merxiesonn. Well, we usually work that out by agreement. 

Mr. Horr. How have you worked it out? What is the agreement? 

Mr. Merkrtesoun. There is no formal agreement, Congressman 
Holt. This is worked out on a kind of day-to-day basis. 

Mr. Horr. I do not understand that. 

Mr. Merkiesoun. Since only about 20 percent of the industry is 
organized -with OU percent ot the industry not being organized, the 
scope for organizing by the two unions is pretty broad, and the areas 
of conflict are relatively very few. There is ample room under 
present circumstances for both unions to engage in rvani izationa] 
work. 

Mr. Hour. Do you have agreement by States or by communities ? 

Mr. Merkiesoun. I would have to check that. I am not in that 
phase of the organization work but I would be glad to check that. 

Mr. Horr. I would be interested in knowing, if you will submit that 
for the — 

Mr. Ketiey. That may be included. 

(The satieuvation referred to will be available for reference when 
furnished.) 

Mr. Hott. Talking about the Secretary of Labor’s recommenda- 
tions, on pages 17 and 18 of your st: itement, I was interested in your 
comments on it because I have some reservations about it myse If al- 
though our end objective is different. How do you feel that this $1 
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million limit on the inflow of merchandise is unfair and unworkable ? 
You make that statement there. 

Mr. MeEIKLEJOHN. We think it is unworkable in the sense that we 
believe that it is very difficult to make a determination as to whether 
particular sales are coming from outside the State in the absence of 
very detailed and very specific and concrete records by the store as 
to where it gets its merchandise. We think it is unfair in that it 
furnishes a device which is an encouragement to an employer to ad- 
just his orperations either for coverage or against coverage in accord- 
ance with what it is in his own economic interest to do. The $500,000 
test, we feel, does not do that because it is to the employer’s economic 
interest generally to increase sales. 

Mr. Horr. I do not understand that. Why does it not do the same 
thing as $1 million? 

Mr. MerkLesouHn. Well, the main reason is that one is in terms of 
sales and the other is in terms of purchases. 

Mr. Hott. The $500,000 is in terms of sales. You do not think that 
would make him hold down his sales? 

Mr. MEIKLEJOHN. It might have the effect of doing so, but I do 
not think it would make him hold down his sales. 

Mr. Horr. I do not quite understand where you think the purchases 
would work in that way. I think using $1 million in purchases would 
let a man expand a little more. 

Mr. Meiktegonn. He would have an option under the Secretary’s 
proposal, if he had two alternative sources of supply, to avoid coverage 
by taking an intrastate source of supply even though he had in the 
past always been buying that merchandise from outside the State. 

Mr. Horr. I will give youa specific example. I have a man in my 
district who has three television and radio stores. He does about 
$900,000 in business. He has to buy most of those outside the State. 
His sales are $900,000 and his purchases are pretty close to that in that 
business so that this $500,000 sales limit would be more of a limit on 
him than the limitation in purchases. 

Mr. Merkiesoun. In the case of the $500,000 in sales I think it 
should be clearly understood that that is the volume of sales per 
employer, not per store, so that it would not make any difference 
whether he operated another store. 

Mr. Hott. He could close one down and cut down his sales. 

Mr. Merkiesonn. If he cut his sales below $500,000 he could be 
exempt. 

Mr. Horr. That was my point. This test of the 100 employees is 
an average. You raise that question. I asked the Secretary that 
question. 

Mr. Merxirszonn. I did not recall that the Secretary indicated 
whether or not it includes part-time employees or did not. 

Mr. Hour. They average it out. Would that change your state- 
ment ¢ 

Mr. Merxtesonn. No; I do not believe it would change it. That 
is a very incidental point. It seems to me that the important thing 
is that we understand whether it includes part-time employees. 

Mr. Hott. It does when it is averaged down. On these big stores 
which you name, do you have any idea of what percentage of the 
business they do in their field ? 
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Mr. Merxtesoun. In the case of the 12 corporations in the depart- 
ment store and mail order house field they do a very substantial part 
of the business in that field. 

Mr. Horr. What percent would it be? 

Mr. Merxirsonn. They do well over a third. 

Mr. Horr. You do not have any breakdown by area or State where 
they are located, do you? 

Mr. Merkiesonn. Of course those are located all over the country. 

Mr. Hour. You do not have it by area? 


Mr. Merkirsonn. By area and region, no. In Dr. Blum’s report 
he describes some of these very large corporations and he has the 


distribution of their stores by States. 

Mr. Horr. Is that part of the record ? 

Mr. Merkiesgoun. I do not know whether this report is part of 
the record or not, but the report is of course available to the com- 
mittee. 

Mr. Hour. What report is that / 

Mr. Mixirsonn. This is the staff report prepared for the Sub- 
committee on Labor of the Senate Labor Committee during last 
year’s session of Congress. It is a detailed study of “Retail Estab- 
lishments and the Fair Labor Standards Act.” I think this study 
is one of the most valuable studies that has been made in the industry 
in quite some time. It certainly ought to be carefully studied by this 
subcommittee. 

Mr. Hour. How long have you represented these folks, Mr. Meikle- 
john? 

Mr. Merxursonn. Approximately a year. 

Mr. Horr. Did you have any experience in the retail field before 
that. 

Mr. MerKiesoun. I am an attorney, as I indicated in the beginning. 

Mr. Hour. I know that, but an attorney gets experience in the 
business in which his clients are working. 

Mr. Merkiesonn. I spent most of my time working in the govern- 
ment in the wage-and-hour field. I was with the Department of 
Labor for many years and for some period of time was assistant 
solicitor in charge of legislative work for the Department of Labor. 

Mr. Hour. That is why you looked familiar. You have been with 
this union for about a year? 

Mr. Merxiesonn. I have been this union’s legislative representative 
in Washington for about a year. 

Mr. Hoir. For how long has the firm r pre sented them ? 

Mr. Meixiegonn. I am representing them rather than the firm. 

Mr. Hour. I see. 

Mr. MerKiesoun. I have been with the firm for several years. 

Mr. Hour. Thank you very much. That is all. 

Mr. Keniry. Thank you, Mr. Meiklejohn. 

Mr. McBrien. 
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STATEMENTS OF FRED W. McBRIEN, SR., VICE PRESIDENT, HOL- 
LAND LAUNDRY, PHILADELPHIA, PA.; AND HAROLD K. HOWE, 
MANAGER, WASHINGTON OFFICE, AMERICAN INSTITUTE OF 
LAUNDERING 


Mr. Ketiry. Mr. McBrien, are you going to summarize your state- 
ment ¢ 

Mr. McBrien. I propose to read the summary and make practical 
applications. 

Mr. Ketiry. Will you identify yourself ? 

Mr. an ‘Brien. My name is Fred W. McBrien, Sr. I am vice presi- 
dent of the Holland Laundry in Philadelphia, Pa. I have with me 
Mr. Harold K. Howe, manager of the W ‘ashington oftice of the Ameri- 
can Institute of Laundering, to assist in answering any of the com- 
mittee’s questions. 

My company is a member of the American Institute of Laundering 
which has been the national trade association for the power laundry 
a since 1883 with members from every State in the Union, 10 

-rovinces of Canada, and over 30 foreign countries. It is on behalf 
of the members of the American Institute of Laundering from every 
State in the Union that 1 appear before you today. 

We are here to ask your committee to reject all proposals which 
would result in increasing labor costs in power laundries by artificial 
and statutory means and specifically urge you not to ¢ ‘hange the laun- 
dry and dry cleaning establishment exemption as presently written in 
section 13 (a) (3) ‘of the Fair Labor Standards Act. The present 
exemption enacted in 1949 has worked well in our industry. It has 
not exempted every plant nor was it intended to exempt those plants 
which are substantially engaged in interstate commerce or those 
plants which to a large degree serve the obvious instrumentalities of 
interstate commerce, such as transportation companies and manufac- 
turing concerns. This exemption has provided no impediment to 
labor-management relations negotiations nor has it affected local trad- 
ing area group bargaining procedures which have worked so well for 
years. Moreover, the exe mption language has in no way obstructed 
the rights of workers to organize 

It has permitted an industry to “ae which provides a needful and 
healthful service to housewives at an acceptable and reasonable cost 
and at the same time provide employment. for 227,000 workers, many 
of whom are unskilled and older workers not readily employable in 
the skilled jobs of manufacturing plants. 

The Institute has prepared a detailed, thoughtful, and factual state- 
ment concerning the effects of proposals before your committee upon 
the laundry industry, but it is quite long. Therefore, with the com- 
mittee’s permission I should like to point out cert vin highlights of the 
attached statement and ask that the entireAmerican Institute of Laun- 
dering statement be incorporated in the records of this hearing for 
the committee’s thought ful consideration. 

Mr. Ketiy. Without objection, it will be included in the record. 

(The statement referred to follows :) 
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AMENDMENTS TO THE F'AIR LABoR STANDARDS ACT 
SECTION I 


The American Institute of Laundering is the national trade association for 
the power laundry industry which according to the latest Bureau of the Census 
Selected Services Bulletin S-1-1 just released covering the 1954 Census of Busi- 
ness showed 9,612 such establishments with payroll in the United States in 1954. 
The members of the Institute represent approximately 85 percent of the dollar 
volume of all power laundry sales in this country. In appraising the Fair Labor 
Standards Act in its application to laundries, it is vital that the committee under- 
stand the nature of the power laundry industry. 

Laundries differ from usual concept of industry in commerce 

The two basic differences of the laundry industry as compared with the gen- 
eral conception of industry in commerce are: 

First, laundries are essentially local in character and competition between 
members of the laundry industry is confined to local trading areas. 

Second, laundries do not sell goods and do not inject goods into the stream of 
interstate commerce. Laundries sell services. Laundries perform services on 
property which already belongs to their customers. 

Third, laundries perform services which their customers may readily provide 
for themselves. 

These three basic characteristics of the laundry industry have many ramifica- 
tions of which the committee should be aware, 

Laundries generally small business 

Being local commercial enterprises competing with each other only in local 
trading areas rather than selling goods nationwide, laundries are small business 
Generally these establishments are either sole proprietorship, partnership, or 
family management operations whether or not incorporated. 

To illustrate this point, we respectfully direct the subcommittee’s attention t 
the following statistics from the Bureau of Census Bulletins on the Census of 
Business for 1954 and 1948: 


ABLE I 
| 
1954 1948 

Number of power laundries with payroll 9, 612 6, 39. 
Total receipts __ $913, 614, 000 $835, 964, 0 
Averave receipts $95, 049 $130, 722 
Total payroll $408 817.000 | $469. 674. 000 
Number of employees workweek nearest Nov. 15 227, 164 258, 233 
Average number employees per establishment 24 40) 

Source: Selected Services Bulletin S-1-1, 1954 Census of Business. Service Trades Bulletin 2-S-8, 1948 


Census of Business 


We call the committee’s attention to certain conclusions to be drawn from 
the above statistical data: 

(1) Total industry receipts have increased about 9 percent from 1948 to 1954 
but prices have increased at least 30 percent in the same period, indicating a 
substantial loss in actual volume of laundry work in pounds 
(2) While receipts were increasing only 9 percent and prices 30 percent, the 


average annual wages of the workers have increased by 53 percent. 
Recapitulation 

(a) Average size of laundry plants is growing smaller; 

(lb) Average number of employees per plant is substantially reduced ; 

(c) Average annual income of workers has increased 53 percent ; 

(d) Industry gross receipts have increased only 9 percent ; 

(ec) Industry volume in pounds has decreased ; 

(f) There are 30,000 fewer laundry workers than 6 years previously. 
Laundries compete only locally 

In the Findings and Declaration and Policy of the Fair Labor Standards 
Act, 1 of the 5 major purposes is to alleviate “unfair methods of competition in 
commerce.” But laundries rarely compete in commerce; laundries compete only 
locally. 
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Laundries in Boston, Mass., do not compete with laundries in Atlanta, Ga. 
As a matter of fact, laundries in the New England city of Boston do not even 
compete with laundries in the New England city of Hartford, Conn. Even 
more narrowly, laundries in Detroit, Mich., do not compete with laundries in 
Kalamazoo, Mich. Similar comparisons can be pointed out for any State from 
which the committee members are elected or for any State in the Union. 
Principal competition of laundry is its own customers 

The principal competition of the laundries is the housewife, the laundries’ 
pest customer is their principal competition. Laundry service is one of the 
very few industry services which can readily be provided by the industry's 
customers to themselves. Again let us emphasize, laundries do not sell goods 
or food or rent rooms or provide professional, banking or other business or 
technical services; laundries sell services which can be readily provided by 
their own customers. 

In this connection, 3 of the 5 purposes of the original act have to do with 
“the free flow of goods in commerce,” but laundries do not sell goods in com- 
merce as explained above. 

Laundries have high percentage of labor costs 

This brings us to a significant difference between laundry establishments and 
most other commercial enterprises. The principal item of cost in supplying 
laundry service is wages and salaries. The American Institute of Laundering 
annually conducts cost surveys among its members to determine average oper- 
ating cost percentages in relation to the sales dollar. This is made possible be- 
cause of the adoption by a substantial proportion of the industry of the Uniform 
Classification Accounts recommended by the National Accounting Council for 
the Textile Maintenance Industries. Average Operating Cost Percentages 
published by the Institute for 1955 show that the average percentage of payroll 
and related costs in the laundry industry were: 

Percent of the 

sales dollar 
In 1954 eccrine sh do ea ta cris amc eae ey a ale clase thi 
EE ee ey eee 


66.3 


62. 02 


7 


As a matter of information, from this same report the average operating profit 

was: 
Percent of the 
sales dollar 
a ral lac ae Ara corte ae ashame a iat faa choad oa delea daa esa ahaa a 
OS): Ee ac aaktarneiaiim atacand ieee socciak ich hihaidec adieu ee 
before Federal income taxes, 
Effects of statutory increases in wages 

Side by side with the above fundamental characteristics of the laundry in- 
dustry are a few other facts of life which our industry has learned inexorably 
follow increases in wages by statutory decree, whether by increasing the mini- 
mum rate or by bringing previously exempt workers under coverage of such 
minimums, 

Kirst, any increase in the Federal minimum wage rate, whether applicable to 
our industry or not, tends to encourage laundry workers to seek wage increases 
whether unionized or not. 

Second, any increase authorized by Congress sets the pattern of any new wage 
demands, for example, an increase from 75 cents to $1 an hour is 25 cents an hour. 
This means that all workers whether below 75 cents or above, at $1, $1.25, or $1.50 
an hour have been encouraged to seek an increase of at least 25 cents an hour. 

Third, any increase in the rate of the lowest paid worker requires a correspond- 
ing rate increase all the way up the ladder of wage levels in order to preserve 
historie wage differentials and corresponding adjustments in salaried workers’ 
pay. 

Fourth, an increase in the Federal minimum wage in other industries in any 
local labor market tends to raise the market level of wages in that local area for 
all plants even though they may be exempt from Federal law. 

Fifth, if a substantial number of laundry plants in any area are required by 
law to pay the Federal statutory minimum rate, this establishes the pattern of 
minimum rates for all plants in that local trading area for all practical purposes. 
This is particularly true where laundry plants in a given local trading area are 
unionized and bargain collectively as a unit. 
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Laundry cost increases must be passed on to customers 


The laundry industry is not one that lends itself to increased automation. Con- 
sequently, increased labor costs cannot be generally absorbed by the laundry 
industry and must be largely passed on to the customer, the housewife, who 
simply will not continue to send her soiled clothes to commercial laundries when 
prices are increased. It is a historic fact that increases in prices have meant 
reduced poundage volume in the laundry industry. A rule of thumb generally 
used in the industry is that for every 5 cents per hour more in wages, prices must 
be increased by 3 cents. Whenever such cost increases cannot be absorbed by the 
laundry plants, it means that prices to the customer must be raised. If the cus- 
tomers won’t pay the increased prices, volume drops and workers lose their jobs. 
It is precisely this type of situation that Secretary of Labor Mitchell undoubtedly 
had in mind in his letter of May 9, 1955, to Senator Lister Hill when he said: 

“As I emphasized in my testimony before the subcommittee, the act’s objective 
to eliminate conditions detrimental to the maintenance of the ‘minimum standard 
of living necessary for health, efficiency, and well-being of workers’ cannot he 
achieved for low-paid workers in need of minimum-wage protection by the setting 
of a minimum rate so high as to cause substantial curtailment of employment 
among them, and the policy statement in the act so recognizes. To the extent 
that the rate is increased to a level that will substantially curtail employment and 
earning power to workers now protected by the 75-cent minimum wage, it becomes 
even more difficult to give minimum-wage protection to the low-paid workers who 
do not now have it and are most in need of it, particularly in those industries 
where the lack of minimum wage had permitted the earnings of many workers to 
remain below the level of the present minimum rate.” 

Higher labor costs reduce employment 

Certainly this committee recognizes the essence of minimum wage legisla- 
tion is that it prevents employers from doing business and creating jobs unless 
they can pay a wage rate set by legislative decree. It prevents workers from 
accepting the jobs unless they can find an employer willing and able to pay that 
rate. It means an increase in disemployment whenever workers in any covered 
activity cannot produce enough income to warrant the payment of the statutory 
minimum rate. This was emphatically pointed out by President Eisenhower in 
his Economic Report to the Congress on January 28, 1954, when he said: 

“A minimum does not protect the inadequately rewarded worker if it is too 
low. On the other hand, it may not benefit him if it is so high as to push up 
the whole scaffolding of wages and of costs of doing business thus leading either 
to inflation of prices and the worker’s own living costs, or to elimination of 
the less efficient employees and workers. Yet the ability of the employer to 
absorb a high minimum wage is limited. Indeed, the low-pay industries of tuday 
are often those earning modest profits having limited opportunities to increase 
productivity and containing firms easily squeezed out of business by rising 


costs.” 


frends in the power laundry industry 

As the weekly servant of Mrs. Housewife, the laundry naturally follows the 
urban family’s movement to the suburbs and the neighborhood shopping center 
or neighborhood business centers. A laundry and dry cleaning establishment 
in such centers is virtually a must, according to development experts and plan- 
ners. A few years ago we saw a tremendous exploitation of home-type washing 
machine self-service stores, commonly called launderettes. The Bureau of Census 
bulletins referred to above showed 8,523 such self-service laundries in 1948 and 
only 3,699 in 1954. Mrs. Housewife didn’t like chat kind of service and the long 
hours and low percentage of capacity operation were unattractive to the sole 
proprietors who went into that business. Mrs. Housewife wanted to leave her 
laundry bundle in the morning, have it done by laundry employees, and ready 
for her to pick up in the afternoon. So we had the conversion of launderettes, 
cash-and-carry pickup and delivery stores to small neighborhood quick service 
laundries or semiactivated neighborhood stores. In the past 10 years no new 
large central laundries haye been built while many have gone out of business 
due to high labor costs and other reasons. Instead laundry operators are 
constructing these small neighborhood quick-service plants all through the new 
suburban developments of metropolitan areas. This fact is amply proved by 
the statistics in table I on page 2. There has been an increase of over 50 percent 
in the number of power laundries from 1948 to 1954 while the large central plants 
have been going out of business and no new large plants have been built. Overall 
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industry annual receipts are up by over $77 million, but the average per plant 
dropped from $130,722 in 1948 to $95,049 in 1954. 

But of more serious concern is the drop in number of employees in power 
laundries from 258,233 in 1948 down to 227,164 in 1954—a loss in jobs in laundries 
for over 30,000 workers. And the average number of workers per plant has 
dropped from 40 in 1948 down to 24 in 1954. 

In any event, we come to the inescapable conclusion that the larger plants are 
grauually going out of business with the consequent loss of jobs to the laundry 
workers. ‘Lhe new facilities to handle the requirements are a greater number 
of small plants with very few employees and the home washers and dryers now 
a regular installation in most newly built homes. 

New England has had many difficulties to overcome due to the trend of business 
to seek lower wage level areas. But in our own case the laundry industry is not 
an inauustry that can pick up its equipment and move into a lower cost State and 
still supply the needs of the New England territory. It must remain in its local 
trading area and if statutes force an uneconomic situation on the industry, they 
have no aiternative but to close up and put their employees out of work. The 
present trend in the power laundry industry for the closing of our larger estab- 
lishments is serious enough without any effort on the part of the Congress to 
augment this trend. 

While there are many reasons why businesses discontinue or are absorbed, 
quite generally they are economic reasons and increased costs are the greatest 
factor. Conditions vary too greatly throughout the country in an industry such 
as ours to make any sort of national minimum wage statute economically sound 
or equitable either to employer or workers. This is a matter that should be left 
to the States to decide. 


Wage levels in the laundry industry 

‘lhe laundry industry is admittedly a low-wage-level industry but as such it 
supplies a necessary, healthful service to its community and provides employment 
in the aggregate for some 227,000 workers who otherwise might have little oppor- 
tunity of gainful employment. Many of our workers are women whose husbands 
or grown children also work. They are supplementary income workers—not the 
sule or even the major support of the family unit. And to the extent that a laun- 
dry can operate in a local community on a very small margin of profit with low- 
wage levels, it will be able to provide much-needed employment to serve Mrs. 
Housewife with a valuable, healthful, and necessary service about which she is 
extremely cost conscious. But the laundry operator is not the dictator over his 
wage policies. They are determined to a large extent by the labor market level 
in each community. And those levels vary according to the section of the coun- 
try and according to the size of the community. Wide variations exist even 
within the boundaries of a single State and many State minimum wage board 
orcers set different minimums for different sized towns and cities. 

Surely organized labor has been abie to protect its members and get every last 
penny in wages that the current economics of each industry can stand. We know 
that this is true in the laundry industry where union organization has been an 
accomplished fact for years. The head of each union local knows the facts of 
life of the laundry industry in his community. With this in mind we direct the 
committee’s attention to table II below which shows average hourly earnings, 
not the minimum rates, of one job classification of workers in power laundries 
for the period May-June 1955. In the first 10 cities more than 80 percent of the 
workers are organized ; in the last 3, from 60 to 75 percent are organized. But 
in all those cities the laundry workers have been represented by international 
unions for vears and in all those cities the average hourly earnings, not the 
minimum hourly rates, are well under $1 per hour. We submit, Mr. Chairman, 
that this exhibit only goes to prove the extremely wide range of wage levels from 
community to community and the complete impracticality of attempting to bring 
the lnundry industry under the Federal minimum-wage law. This is a matter 
for the States to consider where necessary. 
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Tasle II.—Average hourly earnings of flatwork finishers in power laundries in 
selected areas May-June 1955 where more than 80 percent of the workers are 
covered by labor-munagement agreements 

Average 
straight-time 


Area: hourly earninga 
aia ih elaine Selieseiiecetae are $0. 49 
Neen ne nee eee Oa .92 
aN ll iat cena dain a cede eae us 
Nee .90 
NN NE onscreen scoop as de abgames Weec Wise Siete abelian wbecnieemiad mates ~%9 
I a oe hh fa tela daccecpe eben edenacinas meddle . 87 


a asec ceiaebierahas dilerunenmnausinaie enablacepuh unin aceasta 92 


I a teach op ies ool teil aninnbsca not a baiiecowpipainiafea ebigpcaiinichicinek at 
UNITE, soccer essence ee connie sical te act cans iced cached di ab sty tetas hinaianemnitama tase tacos .%9 
So lea el a ce cee itech cae airing id piel acetic hacia mele ania ta inde 2k ea te -8l1 
Where 60 to 75 percent of workers are unionized: 
Cleveland —......... cecil cleags gee Uebaceaeichaeeaalioeasik Woeaa i deilsidnccalikee daanias pinch dlacke acai -81 
I nas a a ee 
Los Angeles____- ies oesacinny Ravage easel tatia'an oe a doh took alse es plished tapenade - 99 
Source: U. S. Department of Labor, Bureau of Labor Statistics, summary release, 
Earnings in Power Laundry and Dry Cleaning Industries, May—July 1955. 


Table IT covers a low-level job classification and we have many job classifica- 
tions where the averages are well over $1. Our male employees’ average earn- 
ings compare very favorably with those of semiskilled workers in other indus- 
tries. Our current average hourly earnings are in the neighborhood of $1.04 an 
hour and the averages for the last 6 years are shown on table III. 


TABLE I11.—Hours and gross earnings of production workers or nonsupervisory 
employees in laundries 


1955 1954 | 1953 1952 1951 1950 
Avera e weekly hours_____-- 40.3 | 40.1 | 42.2 | 42.6 | 43.2 43.9 
Average hourly earnings-. $1. 01 | $1. Of $0. 98 | $0. 94 $0. 92 $0. 861 
i i 
' 


Source: U. 8. Department of Labor, Bureau of Labor Statistics, Employment and Earnings, vol. 3, 
No. 3, eptember 1956; and annual s ipple.cent issue, vol. 2, No, 12, June 1956. 


From the above it is evident that the average hourly earnings and average 
weekly hours indicate that the laundry industry is progressing along with 
other segments of American industry in the field of labor standards. 


SECTION II. LAUNDRY AND CLEANING EXEMPTION IN THE FAIR LABOR STANDARDS ACT 


Since the 1949 amendments to the Fair Labor Standards Act there has been a 
specific exemption in the act applying to employees of laundries and dry clean- 
ing plants, to wit: 

Sec. 9. Section 13 (a) (3) “any employee employed by an establishment en- 
gaged in laundering, cleaning, or repairing clothing or fabrics, more than 50 
per centum of which establishment's annual dollar volume of sales of such 
services is made within the State in which the establishment is located: 
Provided, That 75 per centum of such establishment’s annual dollar volume of 
sales of such services is made to customers who are not engaged in a mining, 
manufacturing, transportation, or communications business ;” 

This exemption has worked extremely well in our industry. It has not 
exempted every plant nor was that the intention at the time it was enacted. 
Those plants which are essentially engaged in interstate commerce are not 
exempt nor are those plants exempt which to a large degree serve the obvious 
instrumentalities of interstate commerce such as transportation companies and 
large manufacturing concerns. 

This exemption has provided no impediment to labor-management-relations 
negotiations nor has it affected our group local trading area bargaining pro 
cedures which have worked so well for years. Moreover, the exemption 
language has in no way obstructed the rights of workers to organize. 
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Only in those very few and peculiar situations where State lines run directly 
through a major metropolitan trading area has the exemption been awkward 
for local plant operators. 

In fact, the exemption in section 18 (a) (38) carries out the original inten- 
tion of the Fair Labor Standards Act and in no way thwarts the purposes of 
the act. 

We consider this to be the least discriminatory language which has been de- 
veloped and still effectuate the policies of the act. 

Some proposals currently before this Congress would change the exemption 
language in section 13 (a) (38) of the act. These proposals we view as highly 
discriminatory as they would place sume plants in every metropolitan trading 
area under the act and leave other competitive laundries in the same town 
completely exempt. It would bring economic havoc among the laundries in 
such communities so affected and would undoubtedly wreck local trading area 
group bargaining with the unions which has been conducted satisfactorily for 
years. 

The net effect of such changes in the exemption would be to say all plants 
doing $10,000 a week of business must pay the Federal minimum wage, 
while all plants doing less than $10,000 a week are exempt from such Fed- 
eral minimum wage or any laundry owner who uses truck routes for serv- 
icing his customers is exempt from the act if his total dollar volume is not 
over $10,000 a week. While any other laundry owner in the same town who 
services his customers through activated neighborhood stores instead of trucks 
would come under the act if he had more than four of such activated stores, 
regardless of how much dollar volume of work he does per week. 

As an example of the nationwide effect of such proposals we list herewith 41 
cities and towns in 21 States where such discrimination would split the indus- 
try on the basis of the $500,000 annual dollar volume of sales: 


Massachusetts : New Jersey: Other cities: 
Boston Elizabeth Hartford 
Dorchester Jersey City Denver 
Salem Little Falls San Francisco 
Springfield Newark Cleveland 

Pennsylvania : Trenton Milwaukee 
Philadelphia Michigan Memphis 
Pittsburgh Detroit Miami 
Allentown Grand Rapids Chicago 
Reading Texas: Indianapolis 

New York: Houston Kansas City 
New York City Beaumont New Orleans 
Brooklyn Washington: Providence 
Kenmore Seattle Baltimore 
Buffalo Tacoma Washington, D.C. 
Syracuse 
Rochester 


Long Island City 
West New Brighton 


It is difficult enough for small-business men to operate their local plants 
without Congress unnecessarily creating catastrophic competitive at the local 
level within the State’s boundaries. 

Therefore, we oppose all such proposals as would change the present language 
in section 183 (a) (8) of the act. 

Furthermore, we respectfully call to the subcommittee’s attention the fact 
that laundries being entirely local in character draw their workers from the same 
labor pool as other local retail and service establishments. Therefore our indus- 
try is affected whenever any increases in the wages of our labor market develop. 
This is particularly noticeable when the levels are artificially raised by statute of 
any one segment of the local labor pool. Therefore, we oppose any changes at this 
time in any of the present retail and service establishment exemptions in the Fair 
Labor Standards Act. 

Secretary of Labor Mitchell may well have had laundries in mind when under 
date of May 9, 1955, he wrote to Senator Hill, as follows: 

“Tt is my belief, however, that the coverage proposals in S. 662 and S. 770 to 
extend the act throughout the field of activities affecting commerce go too far. 
Approaching, as they do, the outer limits of Federal power, their adoption would 
result in a sudden expansion of coverage into many large new areas of employ- 
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ment that are uncertain in their scope and are neither adequately defined in the 
bills nor susceptible of reasonably precise definition. 

“It has been stated in testimony before the subcommittee that the concept of 
coverage proposed in §. 662 and 8S. 770 for the Fair Labor Standards Act is similar 
to that adopted in the Labor Management Relations Act. However, it is important 
to keep in mind that the resolution of coverage questions under the statutory 
definitions presents entirely different problems under the two acts. Under the 
National Labor Relations Act, as amended by the Labor Management Relations 
Act, these statutory definitions govern the proceedings authorized by the act, 
which are brought before a board having quasi-judicial authority to make 
individual determinations and an announced policy defining areas over which it 
will not assert jurisdiction. That act, as the Supreme Court pointed out in 
National Labor Relations Board v. Jones & Laughlin Steel Corp. (301 U.S. 1), 
establishes standards with which the Board must conform including in unfair 
labor practice proceedings the issuance of a complaint, notice and hearing, the 
receipt of evidence, and the making of findings. The Fair Labor Standards Act is, 
in general, self-executing and provides no such procedure. 

“The Fair Labor Standards Act imposes direct statutory day-to-day obligations 
with respect to the payment of wages and observance of child-labor standards 
by the employers who come within its terms. It does not depend for its operation 
on the findings of a board or administrative official and, although administrative 
interpretations carry weight, the final determination of questions of its applica- 
tion is reserved to the courts. Employers subject to the act must carry out their 
obligations each payday when they pay their employees and are expected to 
understand, without the aid of any administrative determination, which employees 
come within the act’s provisions and which do not. The problem of complying 
with these continuing obligations is thus considerably different from the problems 
faced by an employer on the relatively infrequent occasions when he may 
become involved in representation or unfair labor practices proceedings before the 
National Labor Relations Board or may become concerned with other provisions 
of the Labor Management Relations Act. In my opinion, there is so much dis- 
similarity between the Fair Labor Standards Act and the Labor Managament 
Relations Act and their respective administrative procedures and preblems as to 
make it impracticable and inadvisable to extend coverage on the same basis. 

“The proposed expansion of the coverage of the act to include all employment 
in activities ‘affecting’ commerce, subject to certain exemptions, is not a new 
proposal. The Congress in 1938, and again in 1949, gave consideration to pro- 
posals for a similar approach to coverage but did not adopt them. The broad 
language of these bills would substitute for more clearly defined lines of cover- 
age a criterion which could in many situations require court determinations of 
the law’s application in areas where the boundaries of constitutional power 
under the commerce clause remain undefined. I cannot agree that so nebulous 
a guide to coverage would meet the standards of adequacy and practicability 
which are desirable in a statute applying, as this one does, to an infinite variety 
of diverse and complicated situations affecting employers and employees in every 
segment of American industry. 

“Also, I strongly urge that the coverage of the act not be exetended to include 
employers engaged in activities ‘affecting’ commerce because I believe it is more 
important that the Congress provide both a reasonable increase in the minimum 
wage and a correlative and reasonably absorbable expansion of coverage to new 
workers, as the President has recommended and on a gradual basis as the Presi- 
dent has pointed out.” 

Laundries, indeed, would be tremendously burdened by, in the Secretary's 
words, “a sudden expansion of coverage into many large new areas of employ- 
ment that are uncertain in their scope and are neither adequately defined in 
the bills nor susceptible of reasonably precise definition.” 

Laundry owners would be especially harassed because, in the Secretary's 
words again, “Employers subject to the act must carry out their obligations each 
payday when they pay their employees and are expected to understand, without 
the aid of an administrative determination, which employees come within the 
act provisions and which do not.” 

And again, this year Secretary Mitchell may have had laundries in 
when he testified before the committee on February 25, 1957: “For this reason 
the current proposals to include new and indefinitely elastic boundaries in the 
act’s definitions of interstate commerce do not appear to be practicable.” 
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SUPPLEMENTAL STATEMENT OF THE AMERICAN INSTITUTE OF LAUNDERING 


When representatives of the American Institute of Laundering appeared be- 
fore the Senate Committee on Labor and Public Welfare on March 1, 1957, 
permission was sought and granted to file a supplemental statement with refer- 
erence to the proposals of the Secretary of Labor for amending the Fair Labor 
Standards Act which he advanced to the committee on February 25, 1957. 

We requested additional time within which to file this supplemental state- 
ment because in our view, the Secretary’s oral testimony before the committee 
could be more accurately evaluated in the light of its textual reflection in the 
language of the Secretary’s bill... The soundness of this approach is made very 
evident by a comparison of the Secretary’s bill with his oral testimony before 
this committee.? 

In the Secretary’s statement * to the committee he said (pp. 2-3): 

“Under the Fair Labor Standards Act, the line of coverage must be drawn 
as precisely and definitely as it can be so that employers and employees may 
understand its application from the facts that they know. Wages have to be 
paid each pay period, and if the law applies, it must be complied with at this 
time.” 

The desirability of this principle is unquestionable. But the Secretary’s own 
bill appears to violate—not conform—to it. 

The present retail service establishment exemptions of the Fair Labor Stand- 
ards Act (including the laundry exemptions) have been on the books for nearly 
S years. As a result of administrative interpretation, enforcement, and court 
decisions, they are well understood. They are now readily applied by subject 
businessmen. But the new recommendations of the Secretary would once again 
impose on this frequently unsettled legal area, entirely new and uncertain con- 
ceptions, standards, and principles. They cannot fail to foster much new uncer- 
tainty and confusion for the small businesses to which they apply. And this, of 
course, is quite contrary to the Secretary’s above stated objective. 

The Secretary’s proposals would deny the existing exemptions from the mini- 
mum wage requirements as to all employees “engaged in the activities of any 
enterprise in which an employer employs 100 or more employees.” 

This 100-employee test is deceptively simple and we emphasize “deceptively.” 
It should be noted well that it is 100 employees of “an’? employer (viz, any 
“employer” as defined in sec. 3 (c) of the act)* (including more than one as 
normally understood) of “any enterprise.” The term “enterprise” is defined 
by the bill in such broad terms as to include one or more corporations or even 
“other organizational units” performing “directly or indirectly” any activities 
relating to providing to others any goods or services or products thereof or a 
combination of them. Hence, the basis for counting the 100 or more employees is 
an “enterprise” as thus defined. But the “enterprise” as thus defined might be 
1 or several or a group of corporations; might be 1 or several or a group of 
“establishments” of 1 or more corporations; or, in short, might be several en- 
tirely distinct business enterprises as the term is normally understood. Indeed 
u mere interlocking directorate as between two corporations, one manufactur- 
ing the machinery and equipment and another providing laundry or other sery- 
ices might well be considered to be the same “enterprise” under this definition. 
Hence, if each corporation had 60 employees, all employees of both corpora- 
tions would be denied the exemption although each corporation would in common 
understanding and common sense be considered a separate enterprise. 

As yet it has not been introduced and, hence, has no bill number. As submitted to the 
committee by the Secretary it is captioned ‘“Technical Amendatory Language Suggested 
To Carry Out the Recommendation of the Secretary of Labor, James P. Mitchell, for 
Extending the Coverage of the Fair Labor Standards Act of 19388.” 

“Since the position of the American Institute of Laundering before this committee is 
simply that the existing exemption of basically local (but not all) laundries embodied in 


sec. 13 (a) (8) of the act should not be changed by amendment, we devote our principal 
attention to the Secretary's proposals for narrowing or eliminating existing laundry ex- 
emption from the Fair Labor Standards Act. We devote less attention to the broader 
aspect of his testimony and his proposed bill relating to extending the coverage of the 
Fair Labor Standards Act as such, Henee, for example, we do not comment upon the 
provision of the Seeretary’s bill which would (a) require the inclusion of tips 1 ages 
or (b)eliminate the existing exemption of seamen from the minimum wage provi ns ot 


the act-—neither of which matters was referred to in the Secretary's testimony 
Department of Labor release “USDL 1894.’ 
‘ * * any person acting directly or indirectly in the interest of an employer in relation 


to an employee * * * [emphasis added]. 








t 
' 
~ 


IIZ FAIR LABOR STANDARDS ACT 


In his testimony before the committee the Secretary said (p. 9): 

“This proposal would not bring within coverage an individually owned and 
controlled establishment merely because it operates under a franchise from, or 
has contractual relations with, an enterprise that is covered.” 

In view of the breadth and scope of the definition of “enterprise” in the Sec 
retury’s bill, we find no, assurance that this statement is corroborated by the 
Secretary's bill. Hence, all of those numerous laundry or dry-cleaning com- 
panies utilizing under franchise the “Sta-Nu” process of dry cleaning might pos 


sibly be considered one “enterprise” under the Secretary’s bill as now worded. 


Each such company would be engaged in “related activities” for “the common 
business purpose” of providing dry-el aning services to customers under the 
unified control of the franchise under the “Sta-Nu” patented process The faet 


that they performed the services in separate establishments or separate corpora- 
tions located throughout the country would be immaterial. And in such event, 
of course, all the employees of all the companies in all establishments utilizing 
the “Sta-Nu” process would be subject of the minimum wage 


But the Secretary says (p. 7): “This proposal would not bring any small 
local business within the law 

The Secretary also states (p. 5): “I recommend that the act be amended to 
bring within the protection of a minimum wage employees now excluded who 
work in business enterprises that are substantially engaged in interstate com 


merce. Their operation depends on substantial and continuing engagement 
interstate commerce and such enterprises are an integral and essential part of the 
interstate commerce of the Nation.” 

The Secretary’s bill, however, although containing a definition of the phrase 
“enterprise doing business in commerce to a substantial extent’ does not use 
at all the phrase thus defined in the provisions of the bill narrowing the retail 
services exemptions. These latter provisions, as above noted, use only the word 
“enterprise” which is unmodified by the defined concept of “doing business in 
commerce to a substantial extent.” And these are the same provisions which 
would extend “the protection of a minimum wage [to] our employees now ex 
cluded—” Hence, at the very least, the Secretary’s quoted statement is inaccu 
rate and misleading. 

Among the specific amendments recommended by the Secretary in his testimony 
was: “(2) Amendments to exclude from certain minimum-wage exemptions con- 
tained in the present act, employers of 100 or more workers so as to insure the 
protection of a minimum wage to employees of these larce employers who come 
within tie interstate commerce coverage of the act either under the present 
language of the law or under the amendments I am recommending.” 

The Secretary thus is recorded as considering that an employer of 100 or 
more workers is a “large employer.” Yet, as noted, his bill, due to the breadth 
of its definition of “enterprise” (which forms the base for the 100 computation), 
could include a very large number of small businesses if the Labor Department 
were to be able to demonstrate virtually any connection between them at all. 

Additionally, of course, the Secretary emphasizes “large employers” when 


it may be taken as a matter of common knowledge that “large’’ employers (of 
any size at all) are paying a minimum wage of at least $1. Yet, his proposal 


for “large employers” is limited only to a removal of the minimum wage 
exemption. But he makes no showing of a need cr desirability for so removing 
the minimum-wage exemption even as to “large employers” as he defines them, 
Under such circumstances, we must either conclude that the removal of the 
minimum-wage exemption is without significance or that the representation of 
the Secretary that it is desirable to remove the exemption only as to “large 
employers” is inaccurate and misleading. 

In his testimony, the Secretary made no reference to the existing exemptions 
applicable to all employees employed in a “local retailing capacity.” Typical 
employees of our industry now within this exemption are counter clerks, sales 
clerks, ete., who receive from and deliver laundry to customers at laundry 
establishments. 

Under the Secretary's bill, however, this exemption would be entirely elimi- 
nated. ‘We find it strange indeed that such is the unquestionable effect of the 
Secretary's bill. This is not only because, as noted, the Secretary did not men- 
tion the fact in his testimony but also because he specifically assured the com- 
mittee that a number of other categories of employees listed in the identical 
provision of the present act would, under his proposals, undergo no change of 
status. He said: 
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“Because of the special position of executive, administrative, professional and 
outside sales employees, this proposal does not contemplate any changes in the 
status of these employees under the act.” 

This statement, of course, is literally true but the Secretary neglected to men- 
tion that the same provision of the statute as now written also exempts “local 
retailing capacity employees” and that, as his bill reflects, he proposed, contrari- 
wise, to eliminate their present exemption from the minimum-wage provision 


of the act. 


More could be added, but enough has been said, we submit, to demonstrate how 
unworkable and unrealistic the revised exemption proposals of the Secretary 
would be in their application to the power laundry industry. For the reasons 


numerous additional reasons set forth in our 


above stated as well as the testi- 
mony of March 1, 1957, we respectfully urge the committee to reject all pro- 
posals—including those of the Secretary of Labor—-for any change in the existing 
section 13 (a) (8) exemption of the act for laundries. 

Mr. McBrien. First and foremost I respectfully call your attention 
to the nature of the laundry business as described on pages 1 and 2 
of the AIL statement, particularly: 

The local character of our business. 
The extremely narrow area of competition between laundries 
only in their local areas. 

3. The fact that laundries do not inject goods into the stream of 
oe commerce, 

The unusual situation that the laundries principal competition 
is t ‘ ir own best customer, the housewife. 

5. The fact that laundries perform services for their customers 
which those very customers can readily do for themselves, which nec- 

ly acts to keep prices for our services at an extremely low level. 


t 


essarl 
We, in fact, have antomatic price control oe built into our in- 
dustry toa greater extent than any other indust: 

6. That lau dries are truly small businesses, mostly sole proprietor- 
ships, partners] hips, o rf; umily owned and oper: ated. 

The laundrie lanawe an extremely high percentage of lavor costs 
2 to 66 cents out of every sales dollar going right back into 
wages and salaries in our plants. 

8. That laundries have an extremely smal] ae of profit averag- 
ing yr not quite 3.73 percent of OTOSS Si ales before Federal income taxes 

and that small profit percentage is applied to gross sales averaging 
about $95,000 per year according to the latest census figures 

Next, Mr. Chairman, may I point out certain fundamental eco- 
nomic facts which apply to business generally but in a particularly 
more sh way to the laundry industry. ‘Those facts, discussed on pages 

3and 4 in the AIL statement are as follows: 

1. Any increase in the Federal statutory minimum wage, whether 
by changes in the rate or by removing exemptions and expanding 
coverage, sets a pattern for increases in every job classification 
throughout the ladder of wage differentials and encourages workers 
to demand such increases, without considering questions of produc- 
tivity or the economics of the individual plant or local labor 
conditions. 

2. In the laundry industry labor cost increases cannot be absorbed, 
either out of profits or by further automation, so prices to the house- 
wife must be raised, which in turn have historically resulted in re- 
duced volume and loss of jobs to workers. 

Mr. Chairman, the laundry industry is undergoing considerable 
change in its character. The large central steam plants are one by 
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one disappearing and no new, large plants with large numbers of 
workers are being constructed. Instead, the laundry industry is 
ree and constructing many small quick-service neighborhood 
laundries at strategic points in or near shopping centers and the 
suburban housing developments. 

I might inject here that these small plants, however, do not include 
a complete laundry service. They specialize in dry cleaning or shirts 
or some other phase of the business. 

In the Philadelphia area alone, I am aware of some substantial 
laundry plants going out of business in the last several years. This 
trend toward decentralization has resulted in the loss of some 30,000 
jobs for power laundry workers from 1948 to 1955 according to the 
Bureau of the Census latest reports. I will give you more of that in a 
moment. 

Mr. Chairman, the laundry industry is a low-wage-level industry, 
but not by choice of the laundry-plant owner. Mrs. Housewife will 
pay just so much for her laundry bundle each week and if the price 
gets too high she quits sending the bundle and does it herself. So the 
laundry industry, if it is to exist at all, must provide its services at a 
price satisfactory to Mrs. Housewife. Here is a real opportunity for 
American businessman’s energy and ingenuity to supply a necessary 
service and at the same time provide job op portunities for some 
227,000 men and women who incidentally collect in wages and salaries 
about two-thirds of Mrs. Housewife’s laundry dollars. 

That means that the laundry dollars that are paid into the laundry 
have two-thirds of them going out in a wage envelope. 

The jobs in laundries for men pay wages comparable with similar 
skills in all other local industries. The women’s wages are at a lower 
level, but here the laundry industry does a real community service by 
providing job opportunities for the supplemental income worker of 
the family, marginal and part-time workers, and many others. 

At one particular plant about 30 percent of our workers are fur- 
nishing a supplemental income. Other people in the family are 
working. 

But naturally, local wage levels vary treme ndously across a nation 
as vast and complex as ours so a single national minimum wage is 
totally unrealistic for our industry. Such labor standards should be 
left to the individual States to handle where necessary. 

Mr. Chairman, I particularly ask the committee's careful atten- 
tion to the discussion on the wage levels of laundry workers repre- 
sented by organized labor. This appears on page 6 of the American 
Institute of Laundry statement and in table II, page 7. It is quite re- 
-vealing, I believe, to know that the economics of the laundry indus- 
try are such that where years of unionization of workers exist, union 
leaders and the workers themselves have approved contracts and have 
existing contracts at minimum wage rates considerably lower than the 
present Federal statutory $1 per hour. 

I would like to inject at that point a little of the history of the 
laundry industry in my own hometown. It is typical pretty much 
of the larger cities of the country. We have been unionized since 
1937. In 1948, just a year prior to the establishment of this 1949 
exemption, the year’s contract provided for a minimum wage of 61 
cents per hour and the top wage listed was 86 cents per hour. How- 
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ever, in many plants incentive plans had been installed which pro- 
vided opportunity to earn above these figures. 

In 1950, a 2-year contract was written providing for a 67-cent 
minimum and top listed rate of 92 cents per hour. 

In 1952, a 3-year contract was written providing for a 74-cent 
minimum, top listed rate of 99 cents per hour. On November 10, 1955, 
a 3-year contract was written providing for an 85-cent minimum for 
15 months and an 89-cent minimum for the balance of the contract. 
Also there are additional fringe benefits, health and welfare con- 
tributions and so forth, so that you see productive wages have in- 
creased - percent since 1948. 

This is particularly important in our industry because in a well- 
spate plant wages represent 62 to 65 percent of gross and any 
increase in wage must necessarily mean an increase in prices to the 
consumer. 

Furthermore, our customer is our principal competitor and when 
our prices reach the point where she cannot fit it into the budget she 
keeps the wash at home and the laundry loses volume and number 
of employees are reduced. 

Let me give you an illustration in our own plant. In 1949 when 
i appeared before this committee the Holland Laundry had 300 
employees. Today after a 46 percent increase in individual wages 
and corresponding increases in price, we have 265 employees and a 
considerable drop in tonnage. Our cash, of course, is up, but tonnage 
= } 

Is GOW?]. 

In our last increase of November 10, knowing that any increase 
in price would affect volume, we made a minimum increase which 
we hoped would be adequate. We wound up the year of 1956 im the 
red. We have since made price adjustments upward to correct -~ 


situation and while it corrected the profit picture it resulted in a 
further drop 1 In tonnage. 
This result is not new. In 1937 when we negotiated our first 


laundry contract we negotiated for 87 laundries in the Philadelphia 
district and in 1955 the total number of power laundries included 
in the negotiations was 34. 

a. hile | have spoken principally of our own plant and the situation 

1 Philadelphia, each locality has its local problems because it oper- 
ates as a unit locally and by no stretch of the imagination can it be 
fitted into a uniform Federal picture. Neither is it possible to classify 
plants within an area as to size or number of units. 

Our costs, whether large or small, are fairly uniform. Our markets 
are the same and our labor pool the same. This in itself should indi- 
cate to members of the committee that the economics of the laundry 
industry require for the good of the workers, the housewife, and the 
laundry plants that the present exemption in section 12 (a) (3) for 
the laundry and dry-cleaning industry remain in the Fair Labor 
Standards Act intact precisely as it reads today. 

Mr. Chairman, I think you and the committee members for your 
consideration and attention and for the privilege of appearing before 
your committee. 

Mr. Keeney. Mr. Landrum. 

Mr. Lanprum. Mr. McBrien, is it true that in your industry each 
time you increase your service cost you have a drop in tonnage / 
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Mr. McBrien. Yes, sir 

Mr. Lanprum. What has been your experience with regard to the 
time it takes you to recapture that lost tonnage after you have inaugu- 
rated a price increase ? 

Mr. McBrien. Well, Congressman Landrum, in the last 5 years we 
have not been doing the tonnage th: ut we did 5 years ago. 

Mr. Lanprum. You mean that when you have had to increase your 
cost you lost your tonnage ? 

Mr. McBrien. We lost that tonnage indefinitely. It is forced back 
into the home. 

Mr. Lanprum. Has that resulted in vour losing out of your total 
employment 5 years avo some 35 employees? 

Mr. McBrien. That is right: from 319 to 265. It is true that we 
have increased efficiency but not to that extent 

Mr. Lanprum. Do you have a very large turnover in your em- 
ployees ¢ 

Mr. McBrien. No, I would say that we will probably run a turnover 
of about. 60 percent but that 60 percent is within 10 percent of our 
total employees. ‘They are people that are constantly turning over. 

Mr. Lanprum. Could you tell us what the average wage in your 
particular laundry is? Did you tell us that? 

Mr. McBrien. No, I did not tell you. It is $1.13 an hour. That 
excludes the sales force. Of course, their remuneration compares 
with any other industry. 

Mr. Lanprum. That is exclusive of your sales force ? 

Mr. McBrien. Yes, sir. 

Mr. Lanprum. Does i include your delivery force? 

Mr. McBrien. No, the delivery force is our sales fore 

Mr. Lanprum. I see. 

Mr. McBrien. That is right, si 

Mr. Lanprum. What is the beginning wage, not in your industry, 
but in your individual business ? 

Mr. McBrien. The union minimum in Philadelphia is 89 cents at 
the moment. 

Mr. Lanprum. Do you have piece-work operations in your business ? 

Mr. McBrien. Yes. The union minimum usually operates as a 
standard hour and then you make the percentage over and above the 
standard hour. 

Mr. Lanprum. What is the price of laundering a shirt in Phila- 
delphia ? 

Mr. McBrien. Thirty cents in our plant. It is 30 cents in what we 
would term a list-price bundle which is principally shirts. If it isa 
family bundle it would run about 28 cents. 

Mr. Lanprum. How long have you had that 30-cent price estab- 
lished ? 

Mr. McBrren. We have had the 30-cent price since February of 
this year. 

Mr. Lanprum. What was it before then ? 

Mr. McBrien. It was 29 cents then but we made other changes up- 
ward. 

Mr. Lanprum. Did you experience any loss? Do you measure 
shirts in tonnage? 

Mr. McBrien. No; we measure shirts in number of shirts. For the 
first time in our history we have had a trend downward in shirts for 
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the last year and a half. Up to that time we had a rather progressive 
increase. 

Mr. LanpkuM. Do you mean the housewife is doing the shirts today, 
too ¢ 

Mr. McBrien. Well, Mr. Landrum, there are other contributing 
features. ‘There are dry cleaners that have put in shirt units to do 
shirts along with the dry cleaning. 

It is a silly thing to inject, but “the television raised the deuce with 
the shirt volume. A man would change his shirt at night to go to the 
movies but now he opens his collar and looks at television. You can 
laugh if you like, but it is practical and it works out that way. 

Mr. Lanprum. I believe that completes my questions. 

Mr. Ketiey. Mr. Roosevelt. ° 

Mr. Roosreveitr. What is the union that you negotiate with ? 

Mr. McBrien. International Laundry Workers-Union. We deal 
with three unions, the International Laundry Workers for productive 
workers; local 87, commissioned deliverers; and local 835 for engi- 
neers and maimtenance. 

Mr. Rooseverr. They are all under the National Laundry Workers ? 

Mr. McBrien. No; one is with the teamsters. The other is engi- 
neers and the other is the International Laundry Workers. 

Mr. Roospvetr. On that table to which you referred, on table II on 
age i- , 

Mr. McBrren. You would not get me into any legal questions, would 
you, Mr. Roosevelt ? 

Mr. Rooseverr. I am not a lawyer, so that I cannot. 

You told Mr. Landrum that the aver: ige straight time hourly earn- 
ings that you mentioned for Phil: adelphia started at 89 cents, but I 
notice that they are 77 cents here. 

Mr. McBrien. If you will note, this record is 1955. This record 
was taken as of May and June. In November of 1955 we negotiated 
a wage contract which gave us 85 cents as a minimum for 15 months 
and then went to 89 cents. It had been 74 cents in 1952 for a 3-year 
contract. In November of 1955 it went from 74 cents to 85 cents. 
This figure is correct for this particular period referred to. 

os anoeanenties I notice that the range goes all the way from 49 
cents in Birmingham up to 99 cents in Los Angeles. That includes, 
of course, the 60 to 75 percent unionized group? I would be interested 
if you have it available in the institute, to see what is charged for 
comparable items such as shirts in those individual cities that are listed 
here. In other words, if in Birmingham they are only getting 49 
cents an hour and, let us say, in Chicago they are gettmg 91 cents, 
what is the diiference that is being charged the customer for like 
items? Do you have that information ‘ 

Mr. McBrien. We can give you all that information, Mr. Roosevelt, 
but I am not so sure that that is going to give you what you want 
because in certain areas where they have excessive heat the produc- 
tivity of the workers is such that that is why wages are lower and why 
shirt prices are lower in that particular area. 

Mr. Roosrve.r. You mean that increased volume makes it possible 
for them to give a lower price? 

Mr. McBrien. That is right. 

Mr. Roosrverr. I think I would still like to have that information. 
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Mr. McBrien. We will be glad to furnish it. 

Mr. Lanprum. Will you yield on that? 

Mr. Roosrverr. Yes. 

Mr. Lanprum. You mean that we southern folks will dirty more 
shirts than some of these other people and that, because of the volume, 
we get a lower price ? 

Mr. McBrien. I will not swear that you dirty more shirts. 

Mr. Hour. Maybe they are cleaner. 

Mr. Lanprum. I want to see if that is what you are saying. 

Mr. McBrien. I think the point that was missed there was that 
down in the South with the intense heat conditions you wonder at 
wages being set at 49 cents. That is the thing that strikes you. It is 
very difficult to air-condition laundry equipment. It is a practical 
impossibility, so that down there where you have intense heat over 
long periods you do not have the same produc tivity and that is why 
the oper: ator is not able to produce as many shirts an hour and why the 
rate is 49 cents there. Do you understand my point ? 

Mr. Lanprum. Yes, sir. 

Mr. Roosrvett. Mr. McBrien, [ do not think you would deny, would 
you, that part of the reason for the reduction in tonnage may not be all 
attributable to the competition on the price thing because it may be 
that the increased facilities available to the housewife affect that. 

Mr. McBrien. If there are no washing machine manufacturers in 
the room I will be glad to tell you that that has made an inroad but 
nevertheless we have streamlined our own particular plants in such a 
way that we can appeal even for a large part of that bundle coming 
out of the home that is more difficult to handle in home equipment than 
it would be to send it out. 

Mr. Ketiey. You mean such as sheets ? 

Mr. McBrien. Large pieces like sheets and shirts and things of 
that sort. We have streamlined prices to take care of those items. 

Mr. Roosevevr. That is all. 

Mr. Keniry. Do you not find some families that send all of their 
clothes to a laundry every week who do not do anything in their homes? 

Mr. McBrien. That is true, but when you begin to compare the 
laundry today with a number of years ago and look at the articles 
that a woman wears today you see that it is a few pieces of silk and 
usually a dry cleaned dress, wh ere years ago-it used to be starched so 
there is principally the men’s wear left and those beautiful cottons 
which you have in the South which look beautiful done in the laundry, 
those article are not available any more. We have complete family 
bundles where nothing is done in the home. 

Mr. Ketixy. Mr. Holt? 

Mr. Hour. I have no questions. I want to thank you for the brevity 
of your statement and the very complete presentation. 

Mr. McBrren. It has been a pleasure to appear before vou. 

Mr. Granam. Mr. Kelley, may I ask one question / 

Mr. Ketuiey. Yes. 

Mr. GranHam. You mentioned a welfare fund, Mr. MeBrien. How 
much in addition to this hourly wage do you pay into the welfare 
fund? 

Mr. McBrien. We pay for our productive workers a dollar per 
employee per week and for our route men $4 per man per week into 


a welfare fund. 





ore 


ne, 


he 


ld 
I] 


9e 


FAIR LABOR STANDARDS ACT 209 


Mr. Granam. What does that average out on an hourly basis‘ Do 
you happen to know that figure ? 

Mr. McBrien. Well, it would represent in the case of the route man 
probably a little more than 10 cents an hour because he does not work 
40 hours a week. 

Mr. Granam. That also has to be calculated in your cost. 

Mr. McBrien. That all has to be calculated in. 

Mr. Ketrry. Is that all? 

Mr. GRAHAM. Yes. 

Mr. Keuiry. Mr. Roosevelt. 

Mr. Roosrvetr. Mr. Chairman, I would like the record to show that 
on March 22 I wrote a letter to the Secretary of Labor requesting 
certain information about outside salesmen and, if I m: Ly submit it for 
the record, I will of course put into the record, if I may, by unanimous 
request, the answer when received. 

Mr. Keitixy. Without objection, it may be inserted in the record. 

(The information referred to follows :) 

Marcu 22, 1957. 
Hon. JAMES P. MITCHELL, 
Secretary of Labor, Department of Labor. 
Washington 25, D. C. 

Dear Mr. Secretary: I write to ask you whether it would be possible for 
the Department of Labor to give me some information with respect to out- 
side salesmen affected by the proposals and amendments of the Fair Labor 
Standards Act. The specific questions I have in mind are: 

1. What is the total number of outside salesmen ? 

2. What is the industrial breaddown of employment of outside salesmen? 

3. What information is available regarding the size of firms, preferably by 
industry, employing outside salesmen ? 

!. What is the distribution of incomes of outside salesmen, if possible by 
industry and size of firm? 

5. What are prevailing methods of compensation for outside salesmen? 

6. What informafion is available on the schedule of hours worked for outside 
salesmen ? 

In addition, could you inform me whether the Department has any fixed views 
regarding the feasibility of establishing a standard based either on minimum 
income or, perhaps, minimum guaranteed income for exemption of outside sales- 
men and could such a standard for determining exemptions be established by 
administrative regulation. 

Thank you for your cooperation and with all personal good wishes, I am, 

Very sincerely, 
JAMES ROOSEVELT, 
Member of Congress. 


Mr. Roosrveirr. Also, Mr. Chairman, I am in receipt of a letter 
from the executive director of the Citizens Committee on the Fair 
Labor Standards Act, National Consumers League, requesting hear- 
ings which they say they have had difficulty in arranging through the 
clerk for certain groups that they claim are not organized groups 
and are therefore people who have not been able to normally get their 
volnt of view before us. 

I would like to submit that letter with the request that it be con 
sidered by the chairman in arranging the schedule. 

Mr. Keiitey. Without objection, it is so ordered. 

(The letter referred to follows:) 
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NATIONAL CONSUMERS LEAGUE, 
CITIZENS COMMITTEE ON THI FAR LABOR STANDARDS AC! 
Washington D. C.. March 2 
Hon. JAMES ROOSEVELT, 
House Office Buildina. 


Washington, D. C 


Dear Mr. Roosevett: As you will see on the enclosed pamphlet, your mother is 
ember of our citizens committee for the furtherance of Hl. R. 4575. It is fine 
to be working with hKoosevelts agair I toiled through the whole administration, 


from 1933 to 1945, and it was great fun 


At present I am trying to get some hearing dates for the citizen groups who 





wish to appear before your Subcommittee on Labor Standards I have written 
to Mr. Hussey and also to Mr. Kelley. In the Senate we had difficulty in getting 
before the Subcommittee on Labor because of their eagerne to restrict the num- 
ber of hearings and get a report out promptly. But at last we were successful and 
had some excellent testimony and questions and answers last Wednesday. 


We have not been given definite dates by Mr. Hussey and we have even received 
' ” 
i 


such replies as “if it is not possible to hed for a pers Ll appearance 
We think it is very important that citizen groups be heard and the more one 
hears the arguments and the techni L inte atior the n e one comes to the 
com l that this is m us 1 which ns the ent t large 
namely, the need for at least a minimum standard of | ng for workers who can 
be brought under the protection of Federal legislation. 

Groups that will wish to testify are as follows: 


National Association for the Advancement of Colored Peoplk 
National Catholic Welfare Conference. 

National Sharecroppers Fund, Inc 

National Council of Negro Women. 

Unitarian Fellowship for Social Justice 

Americans for Democratic Action. 
National Child Labor Committee 


Mrs. T. O. Wedel, president of the United Church Women, lives in Washington 
but travels a great deal. She could be here on either April ) or 10 and I 
line up some of the other groups for the same day and the 1 iinder at another 


day which might be given us 


. ‘ } 1 i 1 Saar : | c 4 
I expect to be on the Hill on Monday f 1e final session befoi Senuti 
- ay 


AMERICA’S OTHER CITIZENS l CASE FOR EXTENDED Ci OF 1 MINIMUM 
VV LAW 

Poverty and suffering have not disappeared from America Low wages are 

still with us. Today, millions of wage earners and their families are excluded 


from coverage of the Fair Labor Standards Act. 

For these Americans, there is no minimum wage of $1 an hour and no overtime 
pay for working more than 40 hours each week—legal rights taken for granted 
by millions of other workers. 

A large number of these excluded workers earn pitifully low incomes. Outside 
the ranks of organized labor, many of them have no voice in their earnings. 
Even with our bvoming economy, such wage earners, often the sole support of 
their families, are receiving less than $1 an hour for as many as 50 and 60 hours 
of labor each week. 

One dollar an hour is not much money by our present standards. A man or 
woman working 40 hours each week makes $2,080 a year; for 60 hours each week 
he earns $3,120 annually. 

Economists estimate, based on a 1951 Department of Labor budget, that today’s 
family of 4 must earn at least $4,300 “to maintain a minimum standard of 
decency.” 

Many of the workers excluded from the minimum wage law are unable to feed, 
clothe, and educate their families in what the rest of us call the American way. 

As one Midwest hotel worker with a family of five said: 
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“We don’t eat like we ought to. I don’t mean meat every day; I mean things 
like meat once in a while, and fresh food and vegetables, and maybe a candy bar 
for the girls. 

“As for clothes, we got them new shoes and dresses when school started, but we 
haven't bought any for my wife or myself for a long time.” 

This man earns 56 cents an hour. This is the kind of family we forget when 
we talk of our country’s high standard of living and great prosperity. These 
are our “other” citizens. 

Who are these people? Some of them are the employees of the multi-State 
retail chain stores, the large departinent stores, restaurants, and hotels. Some 
are employed by the big laundries and dry-cleaning establishments. 

Others toil as farm laborers on the “factories in the field” which spread over 
thousands of square miles in the Midwest, Southwest, and Far West. Still others 
work in agricultural processing plants, in canneries, and for seafood processing 
firms. Or they are seamen, sawmill workers, and construction workers. 

Then there are the white-collar workers: outside salesmen, small telephone 
exchange operators, finance and insurance company employees. 

The vast majority of these wage earners are excluded from the present mini 
mum-wage law. 

These workers were excluded from the Federal law for reasons of expediency 
when it was first enacted in 19388. This injustice has never been corrected. 
Today, only 25 million American wage earners receive protection ; 20 million do 
not. 

Legislation to aid a large portion of this forgotten group of Americans is long 
overdue. Until these workers receive the minimum protection of the Fair Labor 
Standards Act, many of them will continue to serve as unwilling anchors, holding 
back the advancement of our communities. 

Such legislation is now before Congress. Known as the Morse-Kelley bills, 
the bills seek to amend the present minimum-wage law by expanding its present 
definition of interstate commerce and including previously exempted types of 
employment. The companion bills would bring protection to an additional 9.6 
million Americans. 

The Morse-Kelley bills do not seek to place Federal wage controls over small 
business. The corner drug store, grocer, and hardware store proprietors would 
be exempt 

These small-store owners will benefit through the increased purchasing power 
of their customers and a reduction in cut-throat competition from the one-store- 
in-every-town enterprises. 

The Morse-Kelley bills will help the whole community, too. Higher wages 
lead to self-support and decreased expenditures for public relief 

Both political parties have supported extended coverage in their party plat 
forms. While there may be disagreement on the extent of expanded protection, 
there is no disagreement on the need for some action during this session of 
Congress. The important question is how much? 

But there are many powerful, self-interested organizations opposed to any 
changes in the present law. 

These organizations claiming extension of coverage is an invasion of States 
rights. State action, however, is incomplete and inadequate. Nineteen States 
have no minimum-wage legislation. Only eight States have minimum wages for 
men. Only one State has as much as a dollar an hour as a statutory wage 
Meaningful legislation must come at the Federal level 

The human misery that results from low wages is obvious. Until these work 
ers and their families are given their economic rights, they will continue to live 
the lives of substandard and ignored Americans. 

As conscientious fellow citizens, it is our duty and responsibility to make sure 
that these less fortunate citizens are no longer forgotten. 


WHAT YOU CAN po 


Urge passage of S. 1267 by writing to the Honorable Lister Hill, ehair 
man, Labor and Public Welfare Comiittee, Senate Offiee Building, Wash 
ington, D.C. 

Urge passage of H. R. 4575 by writing to the Honorable Graham Barden, 
chairman, Labor and Education Committee, House Office Building, Wash 
ington, ID. Cc. 

Write your own Senators and Representatives calling for support of these 
two bills and enclose copies of your letters to the committee chairmen 

Urge your church and other organizations to do likewise. 
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Mr. Roosrveit. That is all. 

Mr. Ketiey. Thank you very much, Mr. McBrien. 

Mr. McBrien. It was a pleasure to appear before you. 

Mr. Ketiey. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:10 p. m., the subcommittee recessed to reconvene 
at 10 a. m., on Wednesday, March 27, 1957.) 
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WEDNESDAY, MARCH 27, 1957 


House or RepResenTatives, 
SUBCOMMITTEE ON LaBor STANDARDS, 
OF THE COMMITTEE ON EDUCATION AND Lapor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 429, 
Old House Office Building, Hon. Augustine B. Kelley (chairman of 
the subcommittee) presiding. 

Present: Representatives Kelley (presiding), Landrum, Roosevelt, 
Teller, Holt, Ayres, and Griffin. 

Staff members present: Fred G. Hussey, chief clerk; John O. 
Graham, minority clerk; and James M. Brewbaker, general counsel. 

Mr. Ketiey. The hearing will please be in order. 

Mr. Schachter, will you identify yourself for the record, and also 
those who are with you ? 


STATEMENTS OF LEON B. SCHACHTER, VICE PRESIDENT AND Dt- 
RECTOR, WASHINGTON OFFICE; MELVIN TYLER, INTERNA- 
TIONAL REPRESENTATIVE; AND WILEY BOWMAN, STEWARD, 
LOCAL 56, AMALGAMATED MEAT CUTTERS AND BUTCHER WORK- 
MEN OF NORTH AMERICA, AFL-CIO (ACCOMPANIED BY ARNOLD 
MAYER, DIRECTOR OF PUBLIC RELATIONS; AND JAMES WIS- 
HART, DIRECTOR, RESEARCH DEPARTMENT, AMCBW) 


Mr. Scuacutrer. My name is Leon B. Schachter. There is Mr. 
James Wishart of our research department, its director. This is Mr. 
Melvin Tyler, one of our organizers and representatives; Mr. Wiley 
Lowman our shop steward, and Mr. Arnold Mayer, our director of 
public relations. 

Mr. Ketury. Mr. Schachter, are you going to read your statement, 
or are you going to summarize it ? 

Mr. Scmacurer. I will read my statement in summary and will 
submit a statement for the executive officers, Mr. Chairman. 

My name is Leon B. Schachter. I am a vice president and the di- 
rector of the Washington office of the Amalgamated Meat Cutters and 
Butcher Workinen of North America, AFL-CIO. 

The AMCBW is a labor union of 325,000 members organized in 
more than 500 local unions throughout the United States and Canada. 
The AMCBW and its locals have contracts with thousands of em 
ployers in the meat, retail, poultry, egg, canning, leather, fish process 
ing and fur industries. 
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On behalf of the two executive officers of our union. President Earl 
W. Jimerson and Secretary-Treasurer Patrick E. Gorman, I should 
like to submit to this committee a detailed statement including a great 
deal of economic data. This statement demonstrates the need for ex- 
tended Fair Labor Standards Act coverage in accordance with H. R. 
1575 by Mr. Kelley and H. R. 4947 by Mr. Roosevelt. ‘The statement 
calls special attention to the food industries because this is the area of 


ove, 


our union’s special knowled 


Mr. Keuiey. Mr. Schachter, do you want to submit a further state 
ment from the president 4 
Mr. ScHacurer. Yes, sit. The committee has the statement. 
Mr. Kevtuey. Without objection. it will be included in the record. 
(The statement referred to is as follows:) 
STATEMENT BY EARL W. JimERSON, PRESIDENT, AND Patrick E, GORMAN, SECRI 


rARY-TREASURER OF THE AMALGAMATED MEAT CUTTERS AND BUTCHER WORKMEN 
or NortH America, AFL-CIO 


Mr. Chairman and members of the committee, our names are Earl W, Jimerson 
and Patrick E. Gorman. We are the two executive officers, president an 
tary-treasurer, respectively, of the Amalgamated Meat Cutters and I 
Workmen of North America (AFL-CIO). 

The AMCBW is a labor union of 325,000 members organized in more than 500 
local unions throughout the United States and Canada. The AMBCBW and its 
ocals have contracts with thousands of employers in the meat, retail, poultry 


secre 


utcher 


1 
i 

> 
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egg, canning, leather, fish processing and fur industries 

We greatly appreciate the opportunity to present the views of our organiza 
tion on the vitally important legislation you are considering. We have been 
deeply concerned with the coverage of the Fair Labor Standards Act since that 
law was enacted in 1938. Many of the industries under our union’s jurisdiction 
have unjustifiably been made wholly or partially exempt from the provisions of 
the act. The result has been that unorganized workers in these, the food in- 
dustries, suffer from some of the lowest wages and worst working conditions 
in the American economy. 

The Fair Labor Standards Act is specifically aimed, according to the law itself, 
at ending “labor conditions detrimental to the maintenance of the minimum 
standard of living necessary for health, efficiency, and well-being.’ Yet we find 
in the food industries, that it is exactly the men and women who work under 
these conditions the most, who are totally or partially exempted from the benefits 
of the Fair Labor Standards Act. Where some of the greatest need exists, the 


protec tion is denied. 


This situation must be corrected for both humanitarian and economic eusons 


It not only creates suffering among the families forced to live on pitifully miser 
able wages, but is a danger to the entire American economy Therefore, it harms 
all Americans. 

Here we have one of the greatest depressionary elements in our economy. Here 
are literally millions of American families who do not earn enough money to 
provide them a decent standard of living and, therefore, are unable to maintain 
a purchasing power necessary to keep our economy healthy. One of the causes 
of the great depression of the 1930's is with us now. 

In providing a meaningful extension of coverage under the Fair Labor Stand 
ards Act, this committee and the Congress therefore, has an excellent opportunity 


to ameliorate one of the possible causes of a future great economic debacle 
Bringing the basic standard of a 81 minimum wage, an S-hour workday and a 
4{)-hour workweek te millions of Americans will not end this depressionary ele 
ment in our economy, but it will certainly be a help toward easing it 

The abuses to human life and the Nation’s economic welfare practiced because 
of the exemptions of the Fair Labor Standards Act have been continuously alibied 
as necessary in “small, local industries” which cannot afford the munificent 
standards of a $1 an hour wage and a 40-hour workweek. We do not ask that 
the truly small or family-type operations be brought under the act. tut we do 
feel that the excuse rings hollow when larger establishments are involved. We 
shall demonstrate in this testimony that larger establishments in the food in 


the busie standards of the Fair Lal Stundards A¢ 


dustries not onl an afford 
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but some parts are already operating under wage structures up to 250 percent 


higher. 

There is no justification for many of the exemptions under the present Fair 
Labor Standards Act. There is no reason why a fish-processing worker, em- 
ployed by a giant corporation, should today earn 75 cents per hour. There is 
no reason why a retail worker, employed by a chain, should have to work 56 


hours a week without overtime pay. There is no reason why 2 cannery worker, 
employed by a corporation which ships products throughout 11 United States, 
should labor from sunup to sundown in the summer without any time and one-half 
pay. 

If the act is discriminatory against workers, it is equally so against many 
employers. Why should a businessman who deals honestly and fairly with his 


employees be put at a competitive disadvantage by those operators who pay 
pitiful wages and run their business under miserable working conditions? He 
should not. His fair dealing with his employees should be encouraged, instead 
of being punished. 

In short, this committee can right decade-old wrongs. It can bring millions of 
Americans at least partially out of economy misery. It can stem a great danger 
to the American economy. 

A. AFL-CIO TESTIMONY 


Earlier this committee heard an excellent presentation on the need for extend 
ing the coverage of the Fair Labor Standards Act by representatives of the 
AFL-CIO. Westrongly endorse their testimony and their support of H. R. 4675. 
We believe that this measure will correct the injustices now practiced under the 
exemptions from the Fair Labor Standards Act. The AFL-CIO has given unde- 
niable proof why this correction is needed. 

Since our union is knowledgeable in certain fields of the food industries, we 
should like to confine our testimony to this area. A measure before this com 
mittee by Representative James Roosevelt deals specifically with the problems 
of coverage in these industries. 





B. EMPLOYER TESTIMONY 


This committee has also previously heard testimony by a variety of employer 
representatives. These witnesses have generally urged that the exemptions in 
the Fair Labor Standards Act be maintained. They have warned against any 
in rease in coverage whatsoever. 

These men have shed bitter tears for small business. They have alleged that 
the coverage legislation proposed to this committee would wipe out small busi- 
ness. They have been horrified by the prospect of runaway inflation, which, they 
say, will come from the raising of wages to $1 an hour and establishing of 
10-hour workweeks. They have stoutly defended the God-given right of all 
Americans to work for starvation wages and an unlimited number of hours. 

The views of these employer witnesses are unfortunate. One would imagine 
that the needs of complex 2Oth-century society could be met by reasonable demo 
eratic 20th-century means. Apparently, they do not believe that the Nation 
must, for both humanitarian reasons and in self-interest, guarantee a basic 
standard of living to all of its citizens. It is unfortunate that selfish interests 
so becloud these witnesses’ judgment that they cannot see human needs and 
general national requirements. 

This committee, and probably every committee of Congress, has heard count- 
less sorry tales about the fate of small business and the national economy if one 
or another socially beneficial legislation is enacted. When such tales are affixed 
to a particular piece of legislation, they are virtually a badge of honor for that 
measure. These stories of catastrophe are undoubtedly a good sign that mean 
ingful extension of coverage of the Fair Labor Standards Act is definitely in the 
publie interest. 

C. MITCHELL TESTIMONY 


\nother witness before this committee has been Secretary of Labor James P. 
Mitchell. Although we are delighted that Secretary Mitchell has at long last 
ended the administration's silence on specific recommendations for coverage 
extension of the Fair Labor Standards Act, we cannot help but feel disappointed 
by the extreme meagerness of his proposals. The administration’s great amount 
of talk about its demand for extended coverage, especially during the election 
campaign of 1956, led us to believe that its proposals would be far more mean 


ingful 
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We find the recommendations of Secretary Mitchell to provide, at best, only 
a legalistic extension of coverage. For, although it would bring an estimated 
2,500,000 more workers under the legal framework of part of the aci, it would 
bring actual benefits to perhaps one-tenth that number. 

In the food industries it would help perhaps a few thousand workers. Gen- 
erally employees in retail food stores already earn a dollar or more per hour. 
Their need is to be covered under the maximum-hour provisions of the act, but 
Secretary Mitchell’s proposals would not provide this. 

He would not include under any part of the Fair Labor Standards Act the 
exempted fish-processing industries. His proposals would not alter the area 
of production exemption, thus leaving other food-processing industries exempt. 
His recommendations would not change the maximum-hour exemptions in can- 
ning and first processing of agricultural products. 

In short, the Secretary’s recommendations provide the minimum wage for 
workers who already earn more and specifically leave out the men aid women 
who do need to be raised to the dollar hourly rate. As for workers who desper 
ately need the benefit of the maximum hours’ provisions of the act, they would 
still continue to need them under Secretary Mitchell’s recommendations. 

Perhaps even worse than failing to help the people who need the benfits of the 
act, the Mitchell proposals would set dangerous precedents which could at a 
later date be used to cut coverage. The Secretary recommends, for example, 
that the number of employees be made one of the determinants of whether an 
establishment is large enough for coverage. We suggest that this is a dan 
gerous determinant. The number of employees needed differs from one industry 
and from on firm to another. It is often little indication of size. This will 
become increasingly more so in the next few days when automation will go 
into widespread use. 

Also the amount of total annual value of incoming merchandise, materials, o1 
supplies moving directly across State lines is 2 dangerous determinant. It is an 
invitation to larger firms to avoid minimum labor standards by simply changing 
their purchasing procedures. Under this proposal, it would be possible for firms 
in certain States having a gross annual income of many millions of dollars to be 
exeinpt from the provisions of the act. 

Finally the suggestion of the Secretary that the new coverage—what there is 
of it—be applied only to the minimum-wage provisions of the law rather than the 
minimum wage and hours section, is a dangerous watering down of the act. We 
have a great deal of experience of the harm the maximum hour exemptions, 
already in the act, do. As we shall show later in this testimony, they badly cut 
the wages of canning and first-processing workers. This type of partial exemp 
tion should be dropped from the act instead of increasing its scope. 

It is surprising that in the year 1957, when a great movement is underway to 
cut the workweek below the 40-hour level, the Secretary of Labor should suggest 
that millions of workers should be brought under the Fair Labor Standards Act 
but not under its maximuim-hour provisions. When one adds to this considera 
tion the possible effect of automation on employment the maximum-hours recom 
mendations of the Secretary appear even more unsatisfactory for the Nation’s 
needs. 

We also note that Secretary Mitchell believes the act’s present language con- 
cerning interstate commerce should be left untouched. That is, only industries 
“engaged in commerce or in the production for commerce” should be covered. We 
must respectfully disagree with the Secretary on this point also. By adding the 
industries “affecting commerce,” as provided in H. R. 4575 and H. R. 4947, 
millions more workers coudl be benefited by the Fair Labor Standards Act 

The extension of the commerce clause of the Constitution to the industries 
affecting commerce is not new in labor legislation. It would set no precedent, and 
especially not a dangerous one. In the later parts of this testimony we shall show 
the meagerness of State minimum wage laws in most of the food industries and 
their ineffectiveness even in most of the States which do have them. In view of 
this inability of most of the States to guarantee basic wage standards to their 
citizens, we suggest that all steps not in conflict with the provisions of the United 
States Constitution be taken to make available the protection of the Federal Fair 
Labor Standards Act to workers. Adding the language “affecting commerce” to 
the appropriate sections of the act is a reasonable way of achieving this end 

We should now like to discuss some economic factors concerning the exempted 
food industries, Mr. Chairman, in order to demonstrate the need and feasibility 
of extending the coverage of the Fair Labor Standards Act in these areas, as 
provided in H. R. 4575 and H. R. 4947. 
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D. RETAIL FOOD INDUSTRY 


Close to 150,000 of our members are employed in retail 


practice i 


who are denied coverage by the Fair Labor Standards Act. 
Our union has pre 


food stores. Almost 


king hours lack any effective Government 


tablished even the $1 an hour minimum wage for this large group of rkers, 


sented testimony in earlier hearings on Fair Labor Standards 


Act coverage to establish that the major corporations of the retail food industry 
fit no Small business stereotype. They have little relationship to the traditional 


corner grocery store; they are by no means “momma and poppa” enterprises. 


In 1955, for instance, 3 retail food corporations, A. & P., Kroger, and Safeway, 
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With the rise of supermarkets the trend has been for the concentration of 
ales among fewer and fewer stores. And every year volume of sales per store 
has tended to increase along with acres of floorspace and thousands of square 
feet given over to chrome-plated service cases. 

In 1955 it lias been estimated that 24,700 supermarkets accounted for almost 
60 percent of national grocery store sales. Out of this total, 12.300 supermarkets 
“jndenpendently” owned accounted for about $10.9 billions of sles and 12,400 

hain owned supers accounted for about $12.6 billions of sa'cs. Thus, sales 
per store average close to $1 million annually. (Source: Armour Petition for 
Modification of Consent Decree Dp. 12.) 

I 1954 census of busine eports that 42.7 percent of all retail food sales 
were handled by store ith mual les Volumes of re than S500,000; 28.1 


percent with sales above $1 million annually, and 10. 


7 percent with sales above 
million (The latter is the only sector of the industry which would be cer- 


tainly covered under the proposals of Secretary of Labor Mitchell. It is also 


that if stores with sales of $500,000 or more 


were covered by this 


Interesting 
nly 3.9 percent of all retail food stores would be covered; 1.7 percent would 
he covered at the $1 million or more level, and only 0.42 percent at the $2 million 


e criterinan—that apparentiy proposed by Secretary Mitchell. 
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Percent of total sales handled and percent of total establishments 1 by sales size 
(food stores, United States) 


Percent of total sak Percent of est 
Percent Cumuiati Pereent ( i 
per 
$2,000,000 and over 10. 7 10 0. 42 42 
$1,000,000 to $1,999,000 17.4 2s 1.3 i2 
$500,000 to $899,000 14.¢ 19.7 22 2 
$300,000 to $499.00 g 7 { 24 6. 32 
$100,000 to $299,000 1.2 73. ¢ 2 2 
$50,000 to $99.00 "3 a) “) 4). 42 
Less than $59,090 ‘ 9. 58 ) 
For il I t 
C ( I 4 | I I 


1. Current industry standards 

Average hourly earnings of workers employed in food stores are currently rut 
ning at $1.71. Average weekly earnings for a workweek of 36.5 hours are $62.42 

Contracts in the files of our research department covering 123,000 workers in 
retail grocery and meat sales show nowhere—North, South, East, or West—any 
wage of less than $1 an hour. These contracts cover not only the larger supe 
markets employing between 30 and 100 workers, but the smaller stores, as well, 
with 1, 2, and 38 employees. The vast majority of retail food stores have alread) 
demonstrated that the $1 an hour minimum presents no economic problen heat 
soever. 

In spite of the competition of unorganized stores in a few sections of the country 
who pay a few rates under $1 an hour, the overwhelning bulk of the industry 
already operating at minimum rates well above the $1 an hour contained the 
Fair Labor Standards Act. 

Over the industry, also, the trend has been moving rapidly toward the 40-} I 
week, even without any support or protection from Government. In 1951, 78.9 
percent of our contracts in retail food stores called for 45 hours or more and 
only 8.9 percent provided for 40 hours. 

At present, 22.2 percent provide for 45 hours or more and 51.9 percent now 
include 40-hour provisions. During the term of the current contracts, 40 hours 
will prevail in (7.1 percent of these contracts covering 88.7 percent of the Amalga 
mated’s retail membership of 123,307. 


Percentage of retail contracts in force listed by number of hours negot 
amalgamated meat cutters local unions 
IP 
Number hou 51 1952 9 ) v 
40 hours 8 9 11.0 17. ¢ 39 ¢ 311 ) 
41 to 4445 hours | ‘ 8.7 20.3 23.7 ) 
45 and more ’ 78.9 Qn) ¢ vy if, 13.1 


1 Before expiration 67.1 percent of these contracts will provide for a 40-hour week. 


Source: Retail contract files in Amalgamated Meat Cutters International Office. 
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Number and percentage of employees presently covered by retail contracts 


Work week now I iployees Percent ¢ 

40 hour 12, 075 74.7 

41 hours 3, 325 2.7 

42 and 424 hours 7, 935 6.4 

43 hour 745 6 
42 44 and 4442 hours 1, 280 1.0 
72 $5 hours 15, 605 Ae. 4 
a2 48 hours 2, 342 1.9 
5 Total 123, 307 100. 0 
19 

Source: Retail contracts on file in Amalgamated International Office 


If the majority of the retail food industry operating in big cities and small 
towns, in large stores and small—East, West, North, and South—can operate 
without economic difficulty on a 40-hour week under collective bargaining agree- 
ments, there is and can be no valid economic reason why such a 40-hour week 
may not be made universal for larger establishments by law. There can be no 
question about the economic feasibility of wage-and-hour standards which have 
been already established in the overwhelming bulk of the industry’s units. The 
failure to establish such standards can serve only to protect an economic advan- 

tage held by a constantly diminishing minority of the industry. Only the least 
scrupulous proprietors could feel any impact whatsoever from full Fair Labor 
Standards Act coverage. 

2. Ability to pay 

The profit level of the larger stores and chains of the retail trade indicates 
that the minimal adjustment called for by the application of full Fair Labor 
Standards Act coverage to such enterprises should have no appreciable effect on 
price levels of food at wholesale or at retail. Over and above this, there is the 
very rapidly rising productivity of workers in modern streamlined supermarkets 

Some of this is suggested clearly by census data. In 1939, for example, among 
grocery stores with sales above the $500,000 a year level, payrolls amounted to 
8.3 cents for every dollar of sales. In 1947 payrolls amounted to 6.8 cents on 
the sales dollar, and in 1954 to 7.1 cents. 

A report on sales per supermarket employee indicates that annual sales per 
full time supermarket employee in 1955 amounted to more than $36,000 (Super 
Market Merchandising, February 1956, p. 38). In 1948 information from the 
same authoritative trade publication indicates that sales per employee was $25,400 
annually and $25,800 in 1949. This is a $10,000 increase in annual sales per full- 
time worker employed in supermarkets—for an increase of more than 41 percent 
in a 6-year period. In this there is ample indication that application of full Fair 
Labor Standards Act coverage could easily be combined with a continuing reduc- 
tion in both unit labor costs and labor costs per sales dollar in the supermarkets 
of the Nation. 

The 1954 census of retail trade shows no substantial difference in labor cost 
relative to sales size or to employment size of stores. 
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Ineome after tares for 20 large food chains, 1952-40 
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Between 1952 and 1055, pronts after taxes increa sed for these operators by 
an average of 47.5 percent. Profits as a return on net worth for these stores in 
WD ave ged a solid 13.3 percent. Even if the effect of rising labor pre duc 
tivity, which constantly reduces real labor cost at retail, were entirely dis- 
ted, it is obvious from these figures that higher costs for human labor could 


eon ‘ 


be met without cutting profits below a handsomely remunerative level 


Evidence cited above suggests t 1 


t profit levels in “independent supermarket 





have been even more substantial, 
Would such a development have an inflationary effect? Could the transfer of 


certain buying power from the earned surplus and dividend accounts of corpora 


i ily budgets of thousands of workers have a damaging effect on the 
Nation’s economy? 

It is our deep conviction that such a de elopment is callel for not only by the 
human need for the amelioration of poverty, but by the economy’s need to shore 
up basic purchasing power at the points where it is weakest. Such dispersion 


of purchasing power where it would flow most directly to the purchase of neces- 





sities of lif toward the improvement of health, security, and strength of thou 
sands of working families—well serves to safeguard the Nation against the twin 
dangers of inflation and deflation. It would provide purchasing power which is 
real and is not a proliferation of installment debts. It could help accelerate 


hasing power to match the rapidly increasing productive power of the Na- 
tion’s expaniing economy. 


f 


Coverage needed 

How urgent this need may be in human terms is suggested by comparison of the 
common labor rates at retail for various cities with the very skimpy BLS 
budget which prices the bare minimum of a decedent existence on a city-by-city 
basis 
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In Atlanta the common labor rate was $48.20 below the level of decency. In 
San Francisco, the highest earning level of $64.80 was more than $22 a week 
below that minimum level. 

It is interesting to note also that living costs in the southern city of Atlanta 
were exactly equal to the high wage city of Portland, Oreg., and $3 a week above 
the level of New York City—where a State minimum wage of $1 an hour has 
just been made effective. 

5. State legislation inadequate 

For many years those who have opposed extension of minimum wage coverage 
have invariably pointed to the retail business as purely local in nature. Above 
we have attempted to prove quite vividly that the vast majority of retail business 
is now in the hands of big business enterprises, and that it has been for some 
time. 

At present most of the retail businesses in 24 States of this Nation are covered 


by State minimum wage laws or State minimum wage orders In the other 
24 States retail business establishments are not covered by any type of minimum 
wage law or minimum wage order. The sky there is the only limit. Ineluded 


] 


in this group are Florida, Georgia, Maine, Maryland, Michigan, Mississippi, 
Missouri, Nebraska, Ohio, Oklahoma, Pennsylvania, South Carolina, Tennessee, 
Texas, Vermont, Virginia, and West Virginia 

Twenty-four of the States do provide for minimum wage coverage in the retail 
industry. In the main these States have set their minimum wage levels. far 
below what is considered a minimum standard of living by the vast majority of 
thinking Americans. Most of these laws are antiquated and so unrealistic that 
the real wage level in the retail trade tends to be above the pitiful minimums. 
Only New York and New Jersey have raised their minimum standards to the $1 
an hour enacted by Congress in 1955. At that time this figure was considered 
only a bare subsistence minimum. 

Another group of States now provides minimums comparable to those under 
the Federal law which was passed in the year 1949. These are Massachusetts 
with a minimum of 80 cents; Washington, D. C., 75 to SO cents; California, 75 
cents; Connecticut, 75 cents; Wyoming, 75 cents: New Mexico, 75 cents; Idaho, 
75 cents; and Nevada, 75 to 87% cents. The balance of the State laws continue 
to provide for minimum retail wage scales which are even below those dating 
back 8 years. 

Minnesota’s law provides for a minimum of 70 to 85 cents; Oregon, 70 cents; 
Colorado, 60 to SO cents; Kentucky, 60 to 75 cents; Utah, 66 to SO cents; Wash- 
ngton, 65 cents; South Dakota, 65 cents; Rhode Island, 631% to 70 cents: and 
Wisconsin, 50 to 70 cents. These rates are unbelievable enough, but there are 
several States that have laws that call for a rate which is even lower. New 
Hampshire calls for 60 cents, Illinois and Arizona provide for a 55-cent mini- 
mum, and Arkansas calls for a minimum scale for its workers in the retail trade 
who have been employed by the firm for more than 6 months of $1.25 for an 
S-hour day—a rate of 15% cents an hour. 

The rates quoted above are the minimum provided for experienced workers; 
in most cases, the State laws prescribe even lower rates for those who are 
learners, apprentices, or inexperienced workers. Some examples of 
these are the following: In North Dakota, the rate is 48% cents an hour; in 
Illinois, 45 cents for the first 8 months; in New Hampshire, 45 cents for the first 
6 months; and in the State of Arkansas an inexperienced employee for the first 
6 months receives the rate of $1 a day, which equals 121% cents an hour. 

Certainly the foregoing analysis of State minimum wage laws proves the 
futility of leaving this area of our economy in the hands of the State legislators. 
The record shows too many of them blind to the needs of American workers 
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E. SEASONAL EXEMPTIONS { 
Workers engaged in seasonal industries and industries covered under the fir 
processing of perishable agricultural commodities are exempted from the ove 


time provisions of the Fair Labor Standards Act for a period of 14 weeks or 
some cases two 14-week periods during a year (Fair Labor Standards Act, sec 
(b), (8) and sec. 7 (c)). Under the first 14-week exemption time and one-ha 
is required only for work done over 12 hours a day and 56 hours a week. Under 
section 7 (c), unlimited overtime may be worked without premium pay 

It is this right to secure overtime work without premium payments at times 
of peak production—denied all other industrie which accounts for a share 


least of the $107 million profits made by the 9 corporations of the food 





es 
industry as shown below: 
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Other industries, like the meat-packing industry, must pay overtime a 
of time and o ialf to meet emergencies or to adjust to the peak of si 
demand. The meat-packing industry, for example, averaged 45.4 hours per weel 
in the months of November and December of 1955 and 44.9 hours per week in 
January of 1956. Key plants operated on schedules ranging from 50 hours pe 
week for substantial periods during this time. Premium pay for workers 
accepted in this section of the food industry as something providing equitable 
compensation for the physical and nervous strains of abr mally lor hours 


worl 


But the law excludes the even more profitable operations of corporations in 
other sections of the food industr: 

It is true that for some weeks during the season in in tries handling perish 
able crops like peas, beans, and tomatoes, an extended weekly work schedule is 
necesssar\ But only in these industries is the full load of meeting such a 
necessity exacted as a sacrifice fron orkers alone. Only in these sections of the 
food industry do workers alone suffer all the penalties arising from the need for 


heavy schedule of operations 

This is the sharpest kind of economic inequity suffered by a group of workers 
already close to the bottom in the Nation’s economic he (Avera hour] 
earnings of canning and preserving workers in 1956 were $1.57 compared with ar 


all manufacturing average of $1.98. ) 


‘ hes i \ th 





FAIR LABOR STANDARDS ACT oid 


Comparison of hourly earnings in canning and preserving with all manufacturing, 


1947 36 
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effect of the extension of full Fair Labor Standards Act coverage to these 
sections of the food industry could be two-fold: (1) In many situations em- 
ployers would be given incentive toward the hiring of additional workers for a 
three-shift operation with no appreciable increase in hourly labor cost and 
(2) in other situations workers in this section of the food industry would re- 
eive payments, as do all other workers in American industry, for work done 
bevond 8 hours a day, and 40 hours a week. 
Would this mean any crushing economic burden for the industry? No evidence 
can support such a conclusion. In the peak months of seasonal production last 
year, average hours worked per week in canning and preserving were as follows: 


~ 


July i _ asaeneos . 39. 7 | September : - 42.9 
August aa - ___.... 42.0 | Octobe! ; 41.0 


For the full year of 1956, Department of Lubor reports indicate an average 
workweek of only 39.2 hours 
hus, it is clear that the burden of overtime is one which is not substantial 

xcept for a very few weeks during the year. Average hours worked per week 
in canning and preserving actually run below those scheduled in other industries 
here premium pay for overtime is an accepted standard for all workers, 

The canning and preserving industry has the economic power to meet the 
estublished minimum standards of the rest of American industry. Certainly it 
bas the ability to add the few cents an hour to industry wage rates required for 
premium pay to match the premium efforts put forth by workers in meeting the 
industry’s seasonal problems. 





I 

This is clear from the profit figures already cited. The industry’s ability to 
pay is underlined even more heavily by its recent record, which shows unit labor 

sts actually declining below levels of 1947. Such declines have been the product 
of a very rapid rise in worker’s productivity which has clearly outstripped wage 

iins in the past 10 years, as shown in the following table: 


dexres of earnings and output per man-hour in canning and preserving 
industri S, 1947 55 
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3etween 1947 and 1955, hourly earnings in canning and preserving have in 
creased by 40.2 percent and output per man-hour by 44.4 percent. This means that 
the wage paid per unit of output, as calculated by BLS, fell by 3 percent. For a 
given volume of production the industry in 1955 paid 3 percent less money in 
wages than it paid in 1947. (The BLS has not yet released 1956 productivity 
figures. Our own calculations show a rise of 5 percent between 1955 and 1956.) 

In terms of basic justice to workers who have made this rapid gain in output 
there is also another basic consideration. While gains in output have outdis- 
tanced wage increases in the period since 1947, living costs in the same period 
have also increase! by 20 percent. This means a further slash in real pay per 
unit of production In return for a given quantity of foods produced, cannery 
workers are today receiving at least 20 percent less buying power than was the 
average of 1947. 

Preservation of the overtime exemption would strongly imply the sanction of 
national policy to the obvious inequities now suffered by workers of this industry. 

Many employers of the canning and preserving industry have recognized the 
basic inequity of the overtime exemptions. They have either eliminated such 
provisions entirely as in the Suppinger plants and the Campbell soup plant of 
Napoleon, Ohio, or have substantially limited the application of the exemptions, 
as indicated in the following table: 
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F. THE FISH PROCESSING EXEMPTION 


The application of exemptions from coverage in the fish processing industry is 
representative of the administrative anomalies which have accompanied the 
efforts to apply the patch-work quilt pattern of exemptions and nonexeimptions 
incorporated in the present act. Determinations arrived at here, like those pro 
mulgated the even better known “area of production” doctrine, are as abstruse 
and complicated as medieval scholastic philosophy. 


Fish processing for example Is totally excluded from cove ige (sec. 15 (a) 
(5)). However, that fish processing when it is fish processing done as a part 
of a “single, uninterrupted canning process” is covered by minimum wage regu- 


lations but not maximum hours (see. 13 (b) (4)). 

But what of a situation in which workers are processing fish destined both 
for “hermetically sealing and sterilizing or pasteurizing”’ and also tor freezing? 
The answer from the Wage-Hour Administrator here is dusty and clouded If 


the worker devotes 20 percent or more of his time to duties which are not 
exempt then his full time worked will be covered under the act. However, if 


the exempt work is not segregated from the nonexempt work—as on a fish 
processing line moving both toward a freezing and a canning unit—even though 
the nonexempt work may be less than 20 hours, then all the work done in the 
week is brought under the $1 an hour minimum wage coverage—but still not 


under the 40-hour week coverage. 


The rational base for this system of metaphysical distinctions we find hard to 
discover. Such things can exist only as legal sops and concessions to employers 
seeking to escape responsibility for meeting minimum standards of wage pay- 
ment and hours limitation for their employees 

No justification for this exists in the economic situation or the production 
processes of the fishing industry There is no reason why workers processing 
gulf shrimp to be sold to customers frozen packages should not have the 


same wage protection that is given to workers processing shrimps to be sold in 
tin cans. And for each group of workers both equity and concern for the Na 
tion’s economic welfare suggest the desirability of coverage which shall be con 
istent with that provided other industrial workers 


Fair-minded employers have recognized this claim. In spite of competition 
from the rivals who fully exp ‘oit the advantages given under the FLSA, they 
have moved far to achieve such standards under contracts to our union. 


Indications of this progress—which demonstrates the entire feasibility of its 
application to the entire industry—can be seen in the following tabulation of 
hour limitations in our contracts with fish processing employers: 
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G AREA OF PRODUCTION AND FIRST PROCESSING EXEMPTIONS 


No section of the Fair Labor Standards Act has been more frequently cited as 
presenting administrative anomalies and economic inequities than provisions 
governing the area of production and first processing concepts 

The area of production exemption provides that workers employed within the 
urea of production handling, storing, ginning, compressing, pasteurizing, drying, 
preparing or canning agricultural or horticultural products are not covered by 
any part of the act (sec. 12 (a) (10). The area of production is variously 
defined by the Wage and Hour Administrator as open country or a rural 
community. 





is 
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The first processing exemption is the same as the one which covers canning. 
It provides that any employee engaged in first processing, canning, or packing 
perishable or seasonal fresh fruits and vegetables are exempt from the overtime 
provisions of the act for 14 weeks of the year. For another 14 weeks, time and 
one-half need be paid only after 12 hours of work per day or 56 hours of work 
per week (sec. 7 (b) and 7 (b) (3)). 

Under the area of production concept admittedly a competitive advantage in 
labor costs is given some plants over other plants simply on the basis of 
geographical location. On one side of a continually wavering geographical line 
workers are exempt from Fair Labor Standards Act exemptions protections. 
On the other side, workers are given such protection. And that line has shifted 
from administrative decision to decision and from one court action to the next. 

It is time and high time that such legal mumbo-jumbo, aimed to deny workers 
in smaller towns and villages of basie labor standards, should be eliminated. 

Behind the first processing exemptions historically has been the purpose of 
avoiding any action which might tend to increase wages paid workers in agri- 
culture. It was feared that the effective proximity of national standards would 
have an impact on the wages and working conditions of agricultural workers. 

We do not believe that current legislative thinking can accept this as a worthy 
objective of national policy. In addition, of course, the whole concept of first 
processing is one which can never be defined with any certainty or precision. 
It is a source of endless confusion. Such confusion aimed to deny workers the 
benefits of the national minimum standards should be eliminated in the light 
of long past experience and current understanding of the needs of groups of 
workers who have been for many years denied full American opportunity. 


H. CONCLUSION 


The foregoing pages demonstrate, Mr. Chairman, the economic reasonable ness 
of the provisions of H. R. 4947 and the food industry provisions of H. R. 4575. 
They provide economic proof that those firms whic h the bills seek to cover not 
only can afford to meet the standards of the Fair Labor Standards Act, but 
that some of these firms already are meeting them or higher ones. 

The contracts of our union show that the plaintings you hear about the inabil- 
ity of exempted food industries to pay the dollar minimum wage and observe 
the 40-hour workweek are as false as the assertion that one man has the right 
to exploit another would be. 

The alibi is false, but the resultant suffering is real. We, therefore, urge that 
this committee speedily adopt the provisions of H. R. 45/5 and H. R. 4947. 

Mr. Scuacurer. Thank you, sir. 

With the committee’s permission, I should like to briefly sum- 
marize the highlights of the Jimerson-Gorman statement. 

In the unorganized sectors of some of the food industries, we find 
some of the lowest wages and worst working conditions in the Ameri- 
can economy. The whole or partial exemptions from provisions of 
the Fair Labor Standards Act for these industries play no little part 
in bringing about this sorry fact. 

This committee and its Senate counterpart have heard three major 
ap yproaches suggested on this problem: (1) The AFL-CIO, other 
labor unions and many other organizations and private citizens have 
asked for a meaningful increase in the coverage of the act, as pro 
vided in H. R. 4575; (2) Employer witnesses have called for at least 
a do-nothing policy; and (3) Secretary of Labor Mitchell has offered 
‘l limited program for extension of coverage. 

The AMCBW strongly endorses the AFL-CIO testimony. Al] 
Cisaach our statements will concern themselves m: ainly with the food 
industries, we believe a great need also exists for extended coverage 
in other industries, as provided in TH. R. 4575. 

We must strongly disagree with the employer testimony. The 
attempt to justify substandard wages by claiming the food indus- 
tries are dominated by “small business, purely local in character” is 
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false, as the economic facts and figures of the enclosed statement will 
demonstrate. Equally fallacious is the testimony that the exploita- 
tion of human beings is necessary because these industries cannot 
afford to pay a $1 an hour wage and provide an 8-hour workday and 

{0-hour workweek. 

We are terribly disappointed in Secretary Mitchell’s proposals, 
We had expected better. In the food industries, the Secretary’s 
recommendations are little more than meaningless. Most of the 
workers who would get the dollar minimum, according to his plan, 
already earn more (en iployees 1 in food retail). ‘Those who need to be 
raised to a dollar (workers in fish and some food-processing indus- 
tries) would be specially exempt from the Secretary’s proposals. 
And the 40-hour workweek, which many workers in the food indus 
tries still need, would be specifically denied them. Further, the See 
retary’s recommendations would set dangerous new precedents, which 
would make possible the future cutting of coverage. 

I should like now to cover a few of the points made in the Jimerson- 
Gorman statement to demonstrate the need and feasibility of the ex 
tension of coverage of the Fair Labor Standards Act to exempted 
t] 


? ¢ ro? *" 
sections of the food industr 


The food retail il) lustry j lominated by large stablishments. 
In l D4. the 0.42 per Clli of all \me Les h ret iil food establishments 
which had annual sales of S2 million or over accounted for 10.7 per 
cent of total sales; the 1.72 percent which had annual sales of $1 
million or over, account “l for 42.7 percent of total sales. 


™ ] } r 
2. The retail food mdustry can not only afford to pay the $1 an hour 
minimum, but a large part of it is already paving 


ve} x much higher wages. 


iverage hourly wages in foodstores are currently $1.71 an hour. 
Also, the industry can afford, and is rapidly adopting, t he 40-hour 
week. Our union’s research department 
ing 123,000 of the AMCBWy’s retail mem 

tracts expire, 86.7 percent of these members will have achieved the 
40-hour week. 


tracts in its files cover 
ers. By the time these con 


has con 
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3. Steadily increasing productivity in the retail food industry makes 
possible for it to meet at least the standards of the act. The payroll 
per sales dollar of food retail stores with gross annual sales of $500,000 
or over, amounted to 8.3 cents in 1939, and only 7.1 cents in 1954. 
Annual sales per fulltime employee in 1948 was $25,400 and in 1954 it 
had risen to $36,000. 

1. State minimum-wage legislation for the retail industry is pitiful. 
In 24 States there is no coverage. Of the other 24 States with laws, 
only New York and Ney v Jersey pro' vide Slanhour. The majority of 
minimum rates, according to the State laws, are 55, 60, and 70 cents an 
hour. In Arkansas, a worker ‘mp sak ‘d by a firm more than 6 months 
must receive $1.25 for an 8-hour day or 1514 cents an hour. 


The seasonal and first proce Sil oO exemption, Vi hich all vi 3 firms 


processing agricultural! products to a void overtime pay for (4 weeks 
and partially avoid it for another 14 weeks in each year, is economi 
cally and morally uncalled for. It means that in these industries the 
workers alone must make the sacrifices required for meeting the heavy 
schedule of operations. In other industries which must at reoular 
periods work extra hours, such as meat packing, premium pay for 
workers approved by the Fair Labor Standards Act as providing 
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equitable compensation for the physical and nervous strain of the 
abnormally long hours of work. But not in first processing or can- 
ning. 

The firms in the first processing of agricultural products and 
canning industries can afford to pay time and one-half for overtime the 
year-round. Many firms under contract with the AMCBW do. Fur- 
ther, some 9 major corporations in the industry have increased their 
profits from $72 million in 1952 to $107 million in 1955. 

7. Further evidence of the canning and preserving industry’s abil- 
ity to meet the m: 1ximum hours prov ision of the act is shown by the rise 
of workers’ productivity over wage increases. Between 1947 and 1955, 
hourly earnings in the canning and preserving industries inc reased 
40.2 percent, while output per man-hour increased 44.4 percent. 

8. Wages in the canning and preserving industry not only are lower 
than the aver age for all “manuf: ic turing, but they have been falling 
steadily farther behind. In 1947, workers in canning and preserving 
earned 17.6 cents an hour less than the average manufac turing wage. 
In 1956, the difference had increased to 41.0 cents. The partial ex- 
emption from the overtime provision of the Fair Labor Standards Act 
ny ere unt cause for this situation. 

The fish processing exemption results in some of the lowest 
wages in American industry. Mr. Tyler of our union will provide 
more evidence to the committee on that. 

10. There is no economic justification for the area of production 
exemption. The fact that a firm processing an agricultural product 
in a city can meet the provisions of the Fair Labor Standards Act 
indicates that a firm doing the same work in an agricultural area and 
selling to the same markets can do likewise. 

The area of production, fish processing and first processing ex- 
emptions have resulted in some of the strangest administrative 
anomalies and economic inequities. For example, workers freezing 
fish products are not covered by the act. Workers canning the prod- 
ucts are. Asa result, some workers employed by the same firm doing 
approximately the same work are paid at different rates. One can 
imagine that this does not make for pleasant working conditions. 

For these and many other reasons, we urge this committee to limit 
the exemption of the Fair Labor Standards Act in the retail industry, 
including food retail, and to end the other exemptions in the food 
industries. The committee has before it two reasonable, meaningful 
measures to accomplish this objective. One is for all industries, the 
other emphasizes the problems of the food industries. These are 
H. R. 4575 and H. R. 4947, respectively. We appeal to you to ap- 
prove the provisions of these measures. They will benefit millions 
of Americans directly by raising their standards of living and tens 
of millions more by pouring new purchasing power into the economy. 

With the committee’s permission, I should like to have 2 members 
of our union tell the committee of their personal experiences with 2 
food industry exemptions in the Fair Labor Standards Act. Melvin 
Tyler will discuss some of the effects of the fish processing exem)tion 
and Wiley Bowman will discuss the maximum hours exemption for 
seasonal and first processing industries. 


Mr. Keiiey. All right, Mr. Tyler. 
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Mr. Tyter. Mr. Chairman and gentlemen of the committee, my 
name is Melvin Tyler. I am an international re presentative of the 
Amalgamated Meat Cutters and Butcher Workmen of North America, 
AFL-CIO. 

Since 1941, I have been concerned with raising the wages and im- 
proving the working conditions of fish processing workers. I am the 
business agent for local 453 in Crisfield, Md., a union of seafood 
workers, in addition to being an international representative. 

It is much harder to negotiate good contracts in fish processing than 
in many other industries of our union’s jurisdiction. The pitiful 
wages and poor working conditions of unorganized firms, which hide 
behind the exemption in the Fair Labor Standards Act, prevent the 
enlightened amployet from paying decent wages. He is in competi- 
tion with the other firms. 

Let be give you an example. In February, I negotiated the first 
contract with a plant handling fish processing operations for Mrs. 
Paul’s Kitchen, Inc. in Crisfield, Md. This is a part of a large firm, 
which has additional plants in Philadelphia, Pa., and Doylestown, Pa. 

When we organized the plant, employees were earning 75 cents per 
hour. We demanded the dollar minimum wage in the first contract. 
Management said it could not afford to pay this increase immediately 
because it was in competition with firms paying miserable wages and 
having terrible working conditions. 

Frankly, we could not get the immediate dollar an hour. The com- 
pany did agree to the following clause in the contract: 

Should the company’s operations ever be covered by any minimum wage law, 
the company agrees immediately to put into effect the minimum plus 5 cents 
per hour. 

In other words, there are enlightened employers who know that 
they should pay more, so that their workers can live. They also know 
that the firms in the industry can afford to pay the minimum wage as 
long as everyone has to do it. 

Here are some of the wage rates of other fish processing firms which 
I am familiar with: 

The Ballard Fish and Oyster Co. in Norfolk, Va., employs about 
300 persons. Wage rates for men are $1 an hour. Women who work 
alongside the men earn as little as 60 cents per hour. 

2. The Isaac Fass Fish Co. of Portsmouth, Va., employs 120 per- 
sons. Men earn $1 an hour; women earn about 78 cents per hour. 

The Chesapeake Bay Frosted Food Co., Newport News, Va., 
wage for about 100 men and women range between 70 cents and 90 
cents per hour. 

The Tidewater section of Maryland and Virginia has little other 
industry than the fish and seafood plants. During many weeks of the 
year men and women are out of work or only partially working. The 
pay during some weeks may be as low as $7 and $8 a week. 

Many families work in split shifts. That is, the husband works 
during the day, so that the wife can stay with the children. The wife 
works on the night shift, when the husband can take care of the chil- 
dren. rhe of the workers have from 2 to 5 children. I need not 
tell that these split shifts make for an unsatisfactory family life. 

But the split shifts are necessary. Even with both husband and 
wife working, many of the families cannot keep out of debt. For 
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ex ees in Crisfield, rents range between $35 and $70 a month for 
3 and 4 room apartments. The $35 ones do not have bathrooms. 
Many a the families cannot afford them. 

Food prices are about the same as in Washington. Here are some 
examples from Crisfield: eggs, 55 cents a dozen; roast, 89 cents a 
pound; butter, 79 cents per pound; flour, 1014 cents a pound; sugar, 
10 cents a sasels potatoes, 10 cents a pound; all-meat hot dogs, 55 
cents a pound ; bologna, 55 cents a pound. 

You can see from these facts that it is next to impossib le for em- 
ployees in parts of the fish processing industry to make even any- 
thing approaching a decent standard of living. They skimp and stall 
they cannot stay out of debt. 

The way some of the fish processing workers are forced to live is a 
national disgrace. The best immediate way of raising their substand- 
ard economic conditions is to end the fish processit ng exemption of 
the Fair Labor Standards Act and bring at least the $1 minimum wage 
and 8 hour workday and 40-hour workweek to them. I appeal t 
Congress to do this. 

Mr. Ketitey. Mr. Bowman / 

Mr. Bowman. Mr. Chairman and members of the committee, my 
name is Wiley Bowman. lL am a steward of Local 56, Amalgamated 
Meat Cutters and Butcher Workmen of North America, AFL-CIO. 

[I work as a laborer at Seabrook Farms, a corporation farm in 
Bridgeton, N. J. The farm grows food and then processes it; I work 
in the canning operations on vegetables, like asparagus, peas and beets. 
I work on all sorts of jobs; for example, as a cook in the processing 
of beets or as a racker on the packing line. 


I have worked at Seabrook’s for 11 vears. I earn $1.27 an hour. 
When I began to work at the farm, I ear med 52 cents au hour, but our 
union has raised the wages through collective bargaining. I sm on 


the union negotiating committee and I know that if Sean employers 
who compete with Seabrook’s did not pay such miserable money, we 
could have higher pay. 

Because of this competition, we have had to permit Seabrook’s to 
take advantage of the 2 maximum hours’ exemption in the Fair Labor 
Standards Act. For 14 weeks we get no time and one-half atall. For 
another 14 weeks we get overtime pay only after 56 hours a week. 

I figure that I work about an average of 65 hours a week in the sum- 
mer. During the beet-processing season, which runs from the first 
week in July to the second week in August, I work 13 hours a day, 7 
days a week. At one time in 1956, I worked 11 consecutive Sundays. 

It’s hard work, all these hours. But 1 look forward to it each win- 
ter because I need the money. I have a large family—a wife and six 
children. The children are between 1 year and 9 years ok Ll. 

Because of the children, my wife can’t work. My wife also has 
asthma. The children have had the usual amount of illness for kids. 
During April of last year, all of them caught the measles at the same 
time. 

I try to plan my budget, so that I save money during the summer 
months when I work long hours, to said care of the winter, but it’s 
a losing battle. Beginning in 1951, I have been continuously in debt. 
I owe more than $300 now to a finance company for some of my wife’s 
medical bills I owe nearly $200 more on furniture that we bought. 








O86 FAIR LABOR STANDARDS ACT 


Very often, I take out one loan to pay for another one. The finance 
company charges me about 21 percent interest. 

We live in a five-room apartment in Bridgeton, N. J. Our 3 boys 
sleep in one room; our 3 girls in another. We'd like to have a bigger 
and a better place, but we just can’t afford it. We pay $25 a month 
rent now. 

I figure that if I got paid time anl one-half for the hours of over- 
time I work in the summer, I could make $300 a year more. That 
would be a big help. I would be able to cut down on my debts then. 
It still wouldn’t be easy making a living for my family, but it wouid 
help. 

I don’t mind working hard. Thirteen hours a day and seven days 
a week is tough. but I’ 1 work it if necessary. But I think my family 
ought to have a decent living then. We don’t spend money foolishly 
and still we can’t keep out of debt. 

If Congress cut out these exemption periods, I could make more 
money. And if other companies h: ad to pay decent wages Seabrook’s 
could raise our pay more in the negotiations with our union committee. 

I hope you gentlemen will make that possible. 

Thank you. 

Mr. Kerrey. Mr. Landrum, do you have any questions? 

Mr. Lanprum. Mr. Schachter, could you give me the answer to this 
question: Suppose we extend the coverage under this Fair Labor 
Standards Act to the very point that you suggest in your statement ; 
that is, to the one proposed in the bill by Mr. Kelley. What is the net 
result going to be as regards those workers in the same type business, 
the same type food stores, who are still uncovered? What are you 
going to do about them ? 

Mr. Scuacuter. You are referring to the retail end ? 

Mr. Lanprum. Yes; that is what I understood you to be talking 
about. Iam going to try not to question you on anything else. 

Mr. Scuacurer. Well, in the first place, I think they would follow 
the line. To those already in the retail industry, the minimum is 
largely paid. The average is $1.70 an hour in the retail industry. 

Mr. Lanprum. Then, if that be true, for most of your members you 
have reached that wage level by a negotiated contract with manage- 
ment, have you not? 

Mr. Scuacuter. That is right. 

Mr. Lanprum. Then would it not be safer, and fairer too, to those 
whom we would not cover if we extend this thing as you suggest, to 
let it alone and let you continue to bargain with employees and get the 
wage you desire and leave it to the States? I note that you say 24 
States have minimum wage laws. 

Mr. Scuacuter. Gentlemen, you recognize that we only have a small 
portion organized in the retail food industry. I do not think it is fair 
to them either. 

Mr. Lanprum. Well, do you feel, if we extended this, it would in- 
crease the membership in your organization ? 

Mr. Scuacuter. No, sir. It has nothing to do with membership. 
Perhaps there would be less need for joining the union in order to 
match the wages that we have covering those employees. It would 
make it easier for the businessmen, as a matter of fact, to meet com- 
petition. 
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Mr. Lanprum. Mr. Schachter, the thing that concerns me, other 
than the basic question which concerns us all, the low earnings of the 
people who work—we all want people such as Wiley and others to 
make as much as possible. But the thing that concerns me most 
about that one basic fact is this: If we extend this coverage as sug- 
gested by these bills, we will inevitably leave uncovered people work- 
ing in the same sort of job in the same type store maybe across the 
street from the store that we do cover. 

Now, how are we going to make such a situation as that fair to the 
working people ? 

Mr. Scnacuter. I think it would be fair to say that the businesses 
which are large business, the chainstores, businesses which do over 
$500,000 volume, can be covered under the act with but the need for 
worry about it being a small mama-papa store kind of an idea which 
has been presented ; that it ought not to be covered because they are 
the small corner grocery. You gentlemen will appreciate that today 
this business is no longer in the hands of the small mama-papa store. 
And, as a matter of fact, we do not suggest that they be included. 
They usually hire some lesser help. They work by themselves, these 
smaller stores do. They hire some part-time help, perhaps some 
school kids, but the people we do business with are large businesses. 
I do business with the A. & P. Tea Co., Food Fair, Inc. I negotiate 
their contract. It is a huge business, gentlemen. They can and 
should be covered. 

Mr. Lanprum. We are getting away from the point. There is 
nothing untrue about what you said. Let us come back to my ques- 
tion. And if you gentlemen will pardon a personal reference, I think 
I come from about the finest section of the countr y—at least I love it, 
and so far they have loved me. There are 18 counties in the con- 
gressional district I represent. Among the stores dispensing food 
products such as we are talking about here this morning, less than 5 
percent of the total grocery store establishments in my congressional 
district, covering 18 northeast Georgia counties, are of the chain va- 
riety. ‘They are local businesses. 

Now, then, you go into one town in my district. It might have 
two |: arge chainstores. And under this act, we cover their employees 
and provide them what you suggest is protection—I am not sure it 
is—under Federal law, and just across the street, and down the street 
again, and over here in another section of town, we have got other 
grocery stores, and men dispensing meat, canned goods, vegetables, 
and produce, not covered. 

What is the fairness in such a situation as that? What are you 
doing to American business ? 

Mr. Scnacurer. In the first place, it is not our suggestion that only 
the chain variety be covered. 

Mr. Lanprum. I know you do not suggest that, but that is what 
would happen when we talk about the volumes that are suggested in 
these measures by the Secretary of Labor and by the president of 
your retail workers, Mr. Suffredge. 

Mr. Scwacuter. Well, he is not the president of our union, but I 
agree with his statement. 

We are suggesting that any large establishment that does a certain 
amount of business be covered. And if you gentlemen would consider 
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making the coverage greater, you would find no opposition from labor. 

Mr. Lanprum. In other words, you would like to see it extended to 
all of them throughout the country / 

Mr. Scuacuter. Except the corner grocery store operated by a fam- 
ily with very little help and very little volume. 

Mr. Lanprum. Why would you except him? 

Mr. Scuacurer. Well, because he is self-employed, rather than an 
employer of a large number of employees that need to be regulated. 

Mr. Lanprum. Would you consider hiring a clerk? Then would 
you deny to that cler k the p rotection of this law ? 

Mr. Scuacurer. This would not deny him anything. He would 
have the privilege to go and work in a chain or in a larger establish- 
ment, but if he is a kid that wants to work and help out the family, 
he would work there. I do not think it is a denial. I think it isa 
realistic approach, gentlemen, that the unions are making, for the 
coverage of the act, for establishments which do a substantial busi- 
ness that ought to be covered; and in order not to include every little 
store, every grocery store, in the form in which I have already men- 
tioned; that is, so well known to us as being his wormee grocery—these 
would be eg it is true, and in my opinion they ought to be. 

Mr. Lanprum. You have not answered my esashcah as to why, or 
what fairness there is in any exemption. 

Mr. Mayer. Mr. Landrum, may I answer? It is a matter of being 
realistic about which stores can 1 afford it. We frankly would like to 
see everyone get a decent living wag 

Mr. Lanprum. None of us disagree with that. 

Mr. Mayer. But can the smaller stores afford it? In other words, 
we think a half a loaf is better than no bread at all. 

Mr. Lanprum. All right. Then let me ask you this question. 
Suppose we go ahead and extend the act, as suggested by these bills 
before us, and no more. What position are you going to take next 
year and the year after with regard to further extending the 
proposition / | 

Mr. Mayer. Sir, I would say that if it were economically feasible 
for the other stores, for smaller stores, to pay it, we would ask for 
extension. However, at this time and perhaps later, it does not seem 
economically feasible: whereas it does seem economically feasible. as 
our detailed statement shows, that stores of this size can afford it. 

Mr. Lanprum. You speak of economic feasibility. I would like to 
add a little wat of morality in here if I can. What about the moral 
feasibility of giving me coverage and denying it to yourself ? 

Mr. Mawes. Sir, is it any more moral to deny the coverage to 
everyone? In other words, keep all people working at lower levels, 
at lower income? Again, it is a question. These small stores cannot 
afford it. 

Mr. Tetzer. Will the gentleman yield? 

I want a anette! Congressman Landrum for pointing up this 
question, and I would like to ask a question or two in order to point this 
up perhaps further. 

The employee in the small store, who apparently you are content, 
for economic reasons, to exempt from the Fair Labor Gtendunde Act, 
pays the same income taxes under the Federal law as the employee 
employed in a large store whom you would desire to cover, does he not ? 

Mr. Scuacuter. I am sure that is true; yes. 
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Mr. Trenier. The Federal law applies to him and to all other em- 
ployees without discrimination, or at all events uniformly, is that not 
so ¢ 

Mr. Scuacuter. That is so. 

Mr. Treiier. Now, several of you gentlemen were discussing the 
impact of the cost of living upon employees. Now, the impact of 
that cost of living applies equally and uniformly so far as the em- 
ployee employed in a large establishment as well as the employee em- 
ployed in a small establishment ave concerned; is that not so? 

Mr. Scuacutrr. Not exactly. I worked in this field before I be- 
came an official of our union. The small store operation is a kind of 
Teathy operation. It is not unusual for a luncheon to be fixed and to 
he shared by the family of that store if it is a 1- or 2-employee store. 
It is not unusual for them to make san - iches in ths it, establishment 
and have that for a snack. And if you stay a little later you stay for 
dinner. ' 

When I worked in those stores, that is exactly what happened. The 
minute you get into a large establishment, you ring a clock and you 
are ane mployee and you have to go out and buy the stuff, and it does 

tend to cost a little more to live working that way than in a close tie- 
in with the family. 

Mr. Treiiter. How does that argument apply to fish canning? 

Mr. Scuacuter. In fish canning that would not be true. 

Mr. Tetter. How does it apply to any situation other than the re- 
stricted situation of somebody working in a food store? It would 
not apply, would it? 

Mr. Scuacuter. No; it would not. I was directly answering the 
question on the retail end of it, the small store end of it. We are 
not proposing to exclude small canneries, any manufacturing or 
processing. Our proposal is not to exclude them. We do propose to 
exclude the small grocery stove, the kind of situati lon which I just 
described. There is no strictness on ours. There is a kind of family 
relationship between the employer, the owner, his wife, maybe a 
daughter or son helping out, and maybe within the family some more 
distantly related person coming in on a part-time basis and on a full- 
time basis. These are the small operations today. 

Mr. Trevrer. I am glad to have that clarification. Do we under- 
stand, then, that your proposal—you use the word “limit” in your 
testimony—your proposil is to limit the application of the Fair Labor 
Standards Act to these new occupations as to which you seek extended 
coverage? The word “limit” applies only to a ret: ail establishment ? 

Mr. Scuacuter. That is right, sir. 

Mr. Trxier. And as far as any other exemption to which you have 
testified, you do not propose any limitation? It would apply to all 
employees, no matter how small or large the employer 4 

Mr. Scuacuter. That is right, sir. 

Mr. Tevuer. I see. 

Mr. Scuacuter. It is in the retail field that we were engaged in 
this questioning, and I was replying to the retail end of it. 

We support the bill, as you know, and it has its limitations— H. R. 
4575. 

Mr. Lanprum. Now, let us take our friend, Wiley Bowman here, 
who testified, and movingly so, about his own situation. It is not 
unique. It is one that concerns all Americans of every variety every- 
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where—the conditions that face him as a family provider. It is not 
unusual, but it is difficult, a rather bad situation, frankly. But let 
us see What your proposal would do to Wiley. By his own testimony 
he says that he is permitted to work a considerable amount of over 
time, and that he earns $1.27 an hour. By working that overtime in 
these industries which are classified as seasonal, he is able to earn 
during that period a considerable amount more perhaps at this rate 
than he could in some other industr y he might be working in. 

Now, let us extend the overtime provisions of this law to his indus- 
try. What is the natural thing for that owner, who is working on a 
very smal] margin, todo? As soon as Wiley reaches his 40 hours, he 
is going to have another shift, and Wiley is not going to have the 
privilege of this additional ove rtime pay. 

Moreover, Wiley has recited, as well as your associate on your right, 
I think very forcefully, the cost of living. We all feel it—what these 
things cost us. Is th: at extra cost to this producer and employer going 
to be passed on to Wiley when he reaches up on the grocery shelf to 
get these six children something to eat? Is that what you are going 
to do by extending this thing? 

Those are the questions we want answered, Mr. Schachter. 

Mr. Scracnrer. I will try to answer them to the best of my ability. 
[am very familiar with the shop where Wiley works. 

Mr. Lanprum. Well, let me say to the gentleman that I am not 
unfamiliar with it, because I was raised not in a fishing environment 
but in an area where the conditions were like that. Wiley said he 
worked for 11 consecutive Sundays. Ih 1928, 1929, and 1930, I worked 
every Sunday for 3 straight years, and 6 days besides, driving a truck 
and working at a filling station. I was glad to baie » the opportunity 
to do it, because it meant a little extra money in my abr 

Mr. Scuacuter. Well, of course, Wiley is glad to have the oppor- 
tunity, as you heard him testify. 

Mr. Lanprum. Are you going to take it away from him then by 
extending this coverage ? , . 

Mr. Scuacnter. No, sir. 

Mr. Lanprum. You do not think you would ? 

Mr. Scnacurer. I do not think so, sir. Not too far away there is 
the Campbell soup operation, that has excluded itself, does not take 
advantage of the exe mp tions. They, too, can. And Wiley’s cost of 
livi Ing is no different than the employee that works there. This firm 
has voluntar ily, if you pleas 

Mr. Lanprum. All right. You mentioned Campbell’s soup, Mr. 
Schachte A Tod: ay you £0 out to Gi ant or Food Fair or ae BOF these 
other places and you buy Campbell’s soup for about 2 for ¢ 

Mr. Scuacnter. I have not checked it li ately. 

Mr. Lanprum. If you raise the cost of producing that can of soup 
anywhere along the line, if “8 going to increase the price of the Camp 
bell soup; is it not ? 

Mr. Scuacuter. It need not. 

Mr. Lanpreum. Is it going to put it any further out of the reach of 
the housewife ? 

Mr. Scuacuter. No, sir. 

Mr. Lanprum. Why? 

Mr. Scuacuter. In my opinion it will not. First of all, there is the 
productivity. I pointed it up but the full statement will show you 
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that the wages in this industry have dropped in comparison with the 
productivity. The productivity today in these processing industries 
is good and increasing all thetime. ‘The profit is good, sir. 

I want to cover the whole question. On the one hand you mentioned 
what would not be fair to the small grocery employer. Is it fair to 
Wiley Bowman that next door another fellow works in a place where 
he is covered by the act and gets overtime pay if the seasonal operation 
demands his services for longer hours than 8 in a day or 40 in a 
week. Is it fair that he rents an apartment in the same town, in the 
same place, and competes with that person for shoes and for medical 
services, but. he, Wiley Bowman, is not covered by the act, and he 
must work the 65 hours, as you mentioned? He is glad to work. | 
do not deny the fact that he is. They have to work it 1f they are going 
to survive. But they cannot receive the overtime payments, because 
the law does not cover him. 

Mr. Lanprum. But are you not going to deny him the privilege 
of working that 65 hours ? 

Mr. Scuacurer. No, sir. On the contrary, when the season is on, 

hands are needed. Wiley Bowman would work the same amount 
of hours. He would get a little extra pay. It would mean he would 
earn about $300 more a year, in accordance with his own estimate, 
if he were to receive the overtime provisions under the act. 

But let me point up something else. And you heard Wiley mention 


this. In the negotiations with the company, with this particular 
company, they would say, “We wouldn’t mind being covered by 
the act.” We alone cannot give von under the contract this pro- 


vision th: at you ask for. Of course, we could strike for it, I suppose, 
or cause economic + chi aos between the employees and this particular 
company and “We don’t care what happens with your com- 
petition. We want you to pay for overtime after 40 hours, and that 
is that.” That is not the position we take. We think, and the com- 
mittee t] ie 27 of them, like Wiley Bowman, who serves on this 
committee—they realize that if everyone paid it, it would not hurt 


us, because we would all be at least equal. But because we are 
organized, and the employer said, “I don’t mind being organized,” do 


not penalize us, do not pick us out, for the overtime payment and 
the dollar provisions. In this case, of course, Wiley earns $1.27, 
which is over the dollar that has been suggested under the act. But 
it is not fair that for 28 weeks, in a town where other employees work 
no harder than Wiley Bowman, are no different citizens than they 
are, are covered 

Mr. Lanprum. In the same industry? 

Mr. Scrractrer. Some in the same industry. I just mentioned 
Campbell’s soup. It voluntarily put itself under the 40-hour pro- 
Visi yn. 

The Heinz Co. knocked out one of the provisions, does not use it at 
all, only uses one. 

We hope that by the next year it will knock both of them out, through 
collective bargaining, not through strikes or anything, but in their wis- 
dom, to go along on the 40-hour week. The enlightened employers 
that I deal with, gentlemen, have recognized the 40-hour week and 
the 8-hour day as an American standard. It is an institution, as far 
as we are concerned, and we have not any problems with it. The 
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only problem in the negotiations is: should we be penalized because 
we are organized? A minority group in this field is organized. And 
the conditions there are somewhat better, I admit. 

Mr. Lanprum. You say that is the only problem, and I will say 
that is your problem. Our problem is this: to decide whether or 
not by extending this law we are going to hurt the retail workers 
throughout America, hurt the small businesses throughout America, 
and de ny to them, like Wiley Bowman and many hundreds and thou- 
sands like him, of all races, the opportunity to gain that extra in- 
come by overtime? Are we going to do that? 

Mr. Scuacnuter. No, you are not. 


Mr. Lanprum. Well, if you could tell me why, and convince me, 
then I would be quite relieved. Because I am gravely concerned 


about that. 

Mr. Scuacnter. I am attempting to. I appreciate your questions, 
sir. 

Mr. Lanprum. You have not this morning told me that. 

Mr. ScnacutTer. May I take a little more time then in trying to do 
that? 

Mr. Lanprum. That is up to you. 

Mr. Scnacuter. I would just like to say that it would not do that. 
It would not deny him the opportunity to work overtime. He is 
working overtime now. He is not being paid for the additional half 
time. This is the problem we are discussing, isn’t it? He is now 
working 65 hours at straight time. 

Mr. Lanprum. This is at $1.27? 

Mr. Scmacuter. Yes, sir. 

Mr. Lanprum. How much would they have to pay him for the 25 
hours over 40 if he is on time and a half ¢ 

Mr. Scuacurer. They would pay him the additional half time 
as calculated by $1.27 per hour 

Mr. Lanprum. Which would be about 83 cents more; is that right ? 

Mr. Scuacurer. Not quite; no, sir. 

Mr. Lanprum. It would run him up to about $1.85 an hour. 

Mr. Texter. $1.90. 

Mr. Lanprum. Now, then, that is going to cost that producer that 
much more. Then is not the product produced during that overtime 
going to be that much more e sae e to the consumer ¢ 

Mr. Scuacuter. No, sir, not if his productivity— 

Mr. Lanprum. Is Wiley going to produce any more during the 
extra 25 hours for overtime than he is producing now ¢ 

Mr. Scuacuter. My statement shows that constantly the pro- 
ductivity in this industry has increased. Their standard, their wages. 
as compared to other manufacturers, have decreased. I think the 
productivity will increase. 

Mr. Lanprum. Will it increase enough to offset that cost? 

Mr. Scuacrer. I am sure the company will find ways and means 
to bring in new machines. And they are doing it constantly anyway. 
Only Wiley is being kept at straight time. 

Mr. Lanprum. If there is a new machine brought in, is that not 
going to cut out the apportunity for him ? 

Mr. Scuacrer. No, it will make him put out more. Because the 
reason for the exemption, sir, is because here, during a period of a 
year when asparagus is ripe and you have got to cut it and process 
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it at just that time, you need all hands. You need 100 percent of the 
work force. They need Wiley Bowman at that time. They will use 
him. They will pay him the overtime. They will want to gather all 
of the fresh vegetables to be processed at that particular season. 

Mr. Lanprum. Now, if you and this committee, the Chairman and 
the members, will indulge me 1 minute further, to ask this question. 
On Sunday morning last I drove down to a community filling station, 
and I put my quarter in the cigarette machine to get a package of cig- 
arettes, and there came out only a paper pac kage of matches. And 
[ remarked that I knew the cost of living had risen, but I did not 
know we had gone that high. 

The filling station attendant, the uniformed attendant, who works 
there, said, “Mister, it has really gone high. I have got two children 
at home and a wife. Our average weekly outgo for groceries today, 
including milk, is $37.” It does not include clothing. It does not 
include medicine. It does not include incidentals. But a pure $37 
for simple groceries for himself and the children. 

I said, “Is there any way you can increase your income ¢” 

He said, “My employer can’t pay me another nickel above what he 
is doing now. 

Now, that fellow is not in Wiley’s industry, but he has to buy 
Wiley’s product * the grocery store. What is going to happen to 
him when you move his weekly cost for groceries from $37 to $43 or 
S45 / 

Mr. Scuacrer. Of course, I do not think it will happen. That is 
the basic difference in our thinking. And then if you look at the 
food prices you will find that in spite of the fact of our increased cost 
of living the food has remained comparatively still. In my opinion, 
sir—and I hope I can convince you: of course, I cannot take up the 
time of the committee-—-l would say to you that the grocery bill will 
not rise as a result of this. Certainly you helped me morally when 
you talked of not leaving out the smallest grocery store. It is not 
fair to the hundreds of thousands of employees in Ww iley’s position to 


be exempted at any time. They are In manufacturing working as 
hard as they do, and if you have been through a cannery you know 
the work there is by no means easy. On the contrary, the speed, in 
order to process and I am in sympathy with the owners who want 
to absolutely make use of every bit that is grown during that particular 
season and put it into a can or freeze it and move it for future use. 
That is fast. The speed of the work is hard. There is not any rea- 
son in the world why those people ought to be specifically exempt 
from any overtime at all. You could work them, 80, 90, or 100 hours. 
and in another 14 weeks of the year they could only get time and a 
half after 12 howrs in the day or 56 hours in the week. 

Mr. Lanprum. Thank you. 

Mr. Bowman. We have no limit on days. It is 12 hours, 13 hours, 
or whatever it is. We have no limit. 

Mr. Roosrverr. If I could just follow up along that same line, 
maybe you have already covered this, but I notice on pages 9 ard 10 
of the statement you submitted, you bring out the point Mr. Landrum 
was talking about very clearly. Because at that point you point 
out that in 1947 payrolls amounted to 6.8 cents on the sales dollar 
and in 1954 they were only 7.1 cents. In other words, only three-tenths 
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of a cent has been increased in the amount of the payroll dollar that 
was used up on sales. 
Mr. Scuacuter. That is correct. 


Mr. Roosrveit. Now, obviously, therefore, there is no excuse what- 
soever for any increase in retail to the consumer, for any increase In 
the minimum wage here. And if it was done 


Mr. Lanprum. Willthe gentleman y ield ? 

Mr. Roosevett. If I could finish my sentence, I will. 

li would not be the cost of labor but such otner reasons as mioht 
have caused the increase. 

And now I am happy to yield 

Mr. Lanprum. Will you fix the prices at which the retailer can sell 
his product to the consumer when you dothat? Will you go that far? 

Mr. Roosrverr. I would say to the gentleman that I have for a 
long time been very disturbed at the di 
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ferences between what the econ- 


sumer has to pay and what the original producer gets in certain 
nstances, and fearful and afraid that the one who is getting the blame 


7 


is labor, when it is not labor, and that the time has come for a thorough 
investigation of that to prove to the consuming public that it is 
not labor. 

Mr. Scnacurer. I am very glad om you brought this out. 

Of course, we are convinced of that. It is my job, if I can, in some 
small way, to convince the committee of the need for some coverage, 
and to take away the fears that the Congressmen have that it might 
tend to sudde nby in rease the cost of living. It will not do it. Weare 
talking of a dollar, and there is not any reason why they sh vuld 
not enjoy a 40-hour week. You people have been in the supermarkets 
whether individually owned or chainstores. You have seen the tre- 
mendous speed with which the cashiers work and ph eee which the 
men have to prepare. A self-service market, gentlemen, is a little 
factory in back of the store, where the meat is bei ng pac ke ai wrt appe d, 
prepared, and put into the showcase for the persons to pick it up. 
Itisafactory. It is the same as it would have been in previous years 
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at a large establishment, where meat was cut into larger pieces, “whole- 
sale cuts,” we called them. Now, to be prepared into the retail cuts, 


the stea ks and the Cc hops th: at you pir K up in the store are being pre 
pared rapidly on a chain basis in the back room, and if vou will 
through them you will be convinced that it is a little factory. And 
under our contract, the 15-minute rest period is granted in the morning 
and in the afternoon. The employees realize that these people no 
longer are the kind of salesmen that talk to the housewife, saying, 
“How are your kids,” and take time weighing up the piece of meat. 

When she used to come in he would s ay, “Do you like this cut?” 
And he would sort of go along easily, and if no customer came in, he 
sat down in back of the counter and smoked ae igarette. 

That is not the case any more. You are dealing with efficient opera- 
tions in the retail food industry. They are as efficient as in any of 
our industry. And lam glad they are. Iam not opposed to the fact 
that they are reducing labor costs. 

| am speaking for including them under the coverage of the act. 
which is absolutely right and would not in any way interfere with 
the economics vee our country. 

Mr. Hour. I did not quite understand who you were speaking for. 
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Mr. Roosreverr. Mr. Schachter, I would also like to have you elabo- 
rate a little more on the effect of the proposal of the Secretary of Labor 
that we measure the exemptions on the basis of inflow rather than 
outflow. We have had some testimony in the past that his figure 
would in actuality, because of the gimmick that we had that it must 
be a direct inflow, actually be a deceptive figure and would actually 
result in the exemption of many people, or many firms, who ought to 
be included under the cove rage. 

Would you elaborate on that as to its effect on your industry ? 

Mr. Scuacuter. We disagree with the Secretary’s new concept in 
this whole thing. I think affecting commerce was the way in which 
the act was passed and should continue to be. This new philosophy 
could, in our opinion, even create a great prec ‘edent, which would 

‘ause further cuts: in the coverage, and we disagree for that reason 
with the Seecretary’s new conc ept of commerce. 

Mr. Roosevetr. Would the $500,000 sales figure in Mr. Kelley’s bill 
in your opinion take care of the truly small corner grocery store or 
whatever you might want to call it? 

Mr. Scnacurer. Certainly. I think obviously from the figure it 
would. A $500,000 business is quite a business. 

Mr. Rooseverr. Have you any figures on the percentage of your 
industry—I believe they are in the statement, but I cannot quite lay 
mv hands on them—that are above $500,000 in sales percentage ? 

Mr. Scuacirer. ‘That is an overall picture. 

Mr. Wisnart. So far as we know, the breakdown in our own indus- 
try, the section covered by our contracts, cover t}v industry as a whole. 
Our stores are large stores, medium stores, small stores in about the 
proportion as exist throughout the industry. And the Secretary’s 
proposal, which we estimate would cover stores only with annual sales 
of $2 million or more, expressed in terms of sales rather than input 
from outside the State, would cover only forty-two one-hundredths 
of a percent of all retail stores, with sales amounting to 10.7 percent 
of the industry’s total dollar volume. It would limit it to a very small 
segment, indeed, a segment which would have no significance. 

Mr. Roosrverr. What percentage, under Mr. Kelley’s bill, woul 
you figure would be covered? 

Mr. WisHarr. Only 3.9 percent of the stores would be covered, but 
their sales would represent 42.7 percent of the entire industry sales. 

Mr. Rooseverr. In other words, what I am trying to get at is. which 
I think that thoroughly ‘}lustrates- — 

Mr. Wisuart, It is roughly 50 percent of the retail food business. 

Mr. Roosrverr. Roughly 50 percent of the volume would be taken 
care of? But you would have exempted about 96 percent of the 
actual number of stores still. 

Mr. Wisuartr. That is right. 

Mr. Roosrvetr, So that in essence, under the proposal of Mr. Kel- 
lev’s bill, we would still be protecting the small individual store? 

Mr. WisHart. Yes. Asa matter of fact, to reduce the figure to the 
$100,000 level would be highly unrealistic. 

Mr. Scwacrer, It is for this reason that we call the Secretary’s pro- 
posal essentially meaningless. Ido not think it would cover anything. 

Mr, Roosrveir, In terms of employees throughout the industry, 
have vou any percentage of those that would come under this? 


| 
i 
i 





596 FAIR LABOR STANDARDS ACT 


Mr. WisuHart. That would correspond roughly to the dollar sales 
figure. 

Mr. Roosrevettr. About 50-50? 

Mr. Wisnart. That is right. 

Mr. Teter. Mr. Sch: cubes r, we are dealing here with a provision 
of the Fair Labor Standards Act originally enacted in 1938, and to 
which Congress addressed itself again in 1949. And on both occa- 
sions, Congress saw fit to exempt from both the wage and hour provi- 
sions of the act. In section 13, subdivision 10: 

Any individual employed within the area of production (as defined by the 
Secretary), engaged in handling, packing, storing, ginning, compressing, pasteur- 
izing, drying, preparing in their raw or natural state, or canning of agricultural 
or horticultural commodities for market, or in making cheese or butter or other 
dairy products * * *, 

And then there is another provision in the act exempting from the 
maXimum hours requirement of the act employees of an employer 
engaged in the first processing of, or in canning or packing, perishable, or seasonal 
fresh fruits or vegetables, or in the first processing within the area of produc- 
tion (as defined by the Secretary) of any agricultural or horticultural com- 
modity during seasonal operations, or in handling, slaughtering, or dressing 
poultry or livestock, the provisions of subsection (a) 
that refers to subsection (a) of section 7, which bas to do with the 
maximum hours— 
during a period or periods of not more than 14 workweeks in the aggregate in 
any calendar year, shall not apply to his employees in any place of employment 
where he is so engaged. 

Now, addressing ourselves first to the provision exempting from the 
wage-and-hour provisions of the act the employees whom I have 
enumerated in subdivision (10), will you tell us why they were put 
there? What are the economies that require them to be put there in 
1938 and reinforced in 1949 / 

Mr. Scuacurer. I should like to first say that it would be suppo- 
sition on my part as to what moved the Congress to do this, but let 
me just give you my personal opinion on it. 

Mr. Tetier. Well, perhaps I have phrased the question in a way 
that might evoke such an answer. But I am interested in going into 
the economic factors that cause i exe mptions to be put into the act. 
And my ultimate purpose in this line of questioning is to ascertain 
from you what has happened since 1938 or since 1949 to move the 
Congress to alter this exemption, in light of the economie factors. 

Mr. Scmacurer. Thank you, Mr. Teller, for pointing it up for me. 
I believe when the act was first established and these exemptions 
were put in, we were just beginning to move really on the 40-hour 
week and the 8-hour day, and it became rather well established. 

In 1949, it was pretty obvious to me » th: at a *n the Cons gress moved 
for the increased rate from 75 cents to $1, the extended coverage 
was sort. of lost in the shuffle. Excuse the choice of words. I am 
merely giving you my opinion as to why this happened. Because 
the Secretary then talked about extended coverage on several occa- 
sions. There was a big question as to whether it ought to be 90 cents 
or $1. And I think fin: uly, when it was moved to a dollar, the ex- 
emptions were - gotten, or left out. 

Mr. Tretier. I do not think you will find that to be true, because 
my recollection is that the Fair Labor Standards Amendments of 
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1949 did deal with exemptions and did redefine the retail service 
exemptions. It was not simply an increase of the minimum rate. 

Mr. Scnacuter. I am talking of 1951. 

Mr. Tecurr. Not 1951. You mean 1955? 

Mr. Scuacuter. Yes; 1955 

Mr. Trevier. I was addressing myself to the Fair Labor Standards 
Amendments of 1949, which made quite a number of revisions in the 
Fair Labor Standards Act. And the question of coverage was not 
only touched upon but dealt with somewhat extensively in those 
amendments. 

But apart from that detail, Mr. Schachter, I am interested pri- 
marily in understanding the economic factors which led to the ex- 
emptions, whether you like them or not. That is, these economic 
factors. And I would like to know from you whether in the inter- 
vening years there have been changes in these economic factors which 
would now lead Congress to reexamine this particular exemption. 

Now, specifically, for example, take the seasonal exemption, insofar 
as maximum hours are concerned. You would have us eliminate the 
exemption. Right? 

Mr. Scunacurer. That is right, 

Mr. Trxier. Now, as I understand it, the original exemption was 
put in there because you have a seasonal operation in which overtime 
would be of necessity a steady characteristic of the seasonal charac- 
teristic of the business or activity. Right? 

Mr. Scuacutrer. The entire business. That is right. 

Mr. Triirer. Now, is that not a reason why the maximum hours pro- 
visions should not be dealt with the same as an ordinary business? 
Should we eliminate that exemption insofar as maximum hours are 
concerned in a seasonal activity ? 

Mr. Scuacurer. I think you should remove the exemption. I think 
our statement covered the economics of it, the increased productivity, 
and there is no longer any need for it there. I think it tended to 
reduce the aver age earnings, the hourly earnings, as you will see by 
our table, of these workers, as against the average of all other manu- 
facturing. I think it is morally wrong to do that. I think that our 
food industry is as well off, comparatively speaking, as any other 
industry, and can as well afford to pay the overtime if the ‘vy need these 
employees to work during these seasons. 

Mr. Rooseverr. Is it not true—because I have some experience of 
it in California also—that in 1949 and prior to that time much of the 
processing industry was in the infant stage? It was going through 
a beginning of economic growth where there was a great deal of 
question as to whether it could survive, because it was a seasonal busi- 
ness? And since 1949—actually, when you talk about 1949, you are 
talking of conditions in 1947 and 1948, because in 1949 you were not 
up to current date. But from 1949 to the present time in my own 
State of California, for instance, this industry has matured. This 
industry is now capable and able to pay wages and go under condi- 
tions such as other industries, where at that time it clearly could not. 
At least, it seemed to the Congress that it could not. And is not the 
basic thing here for this committee to decide whether the facts and 
the figures of its profits, of the productivity of the labor, do not now 
justify removing it, because the industry has matured? Am I correct 
in that? 

89827—57—pt. 1_—-40 
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Mr. Scuacurer. I think you well stated it. I was trying to say 
the same thing in my own went. It is obvious that they have ma- 
tured. There are no longer these fly-by-nights called seasonal opera- 
tions that you used to Sone in the early days, as I remember them, 
even. You could not organize them, for that matter, in those days, 
because they would open and close a barn, and that is the way they 
would operate. 

Mr. Roosrvett. I would think it was important that you highlight 
perhaps in the statement that you delivered for your ot her oflicers, 
the material where this is available, to be brought up for the informa- 
tion of the committee. Because I believe it is here. ee I think 
we do need to study it. And I do not think perhaps enough em- 
phasis was put on it in your original statement. 

Mr. Mayer. Mr. Roosevelt, may I add this one thing? You have 
automation coming up now. You have greatly increased mechaniza- 
tion, and you have automation coming in. This, too, will be a factor 
showing that the Secretary can now meet the provisions of the act. 

Frankly, many of us disagreed, in 1949, when the exemption for 
seasonal industry was put in. However, in the wisdom of the Con- 
eress that was enacted into law. 

However, there is a changing situation. You do have increased 
mechanization. And you do have greatly increased productivity, as 
our more detailed statement will show 

Mr. Texter. How many hours do they work in these seasonal in- 
dustries of which we are speaking ? 

Mr. Wisuart. The year-round average is roughly 39 hours which, 
en the whole, averages considerably less than industries such as meat- 
packing and the others in which the full 40-hour week is applied. 
That is, it is not only the canning industry that faces this problem of 
overtime. 

Mr. Tevier. I see. Now, let us talk about the seasonal period 
instead of the year-round average. What heel the seasonal period ? 
How many hours of work during the seasonal period which the exemp- 
tion contemplates ? 

Mr. Wisuarr. That is included in our statement here. The aver- 
age as I remember is about 41 or 42 hours at the peak of the season 
for the indust ryasa whole. 

I want to submit that subject to correction, when I locate it here 
in the text. 

Mr. Trecier. You are talking now about canning ? 

Mr. W isHART. Canning and preserving. 

Mr. Teuuer. It talks in the statute about the first processing, or 
the canning or pac ki hg, of seasonal fresh fruits and vegetables. 

Mr. Wisnarr. On page 20 of the Gorman-Jimerson statement, we 
have here the BLS report on hours worked in canning and preserving 
during the peak of the season. 

In July it was 39.7; in August, 42: September, 42.9; October 41. 

Now, in the meatpacking at the seasonal peak, running say from 
November through January, average hours worked will be 44, 45. 
und 46. Sothat the canning industry does not have a unique problem 
In any sense on this question of overtime. It is one which many other 
industri ies face, and face on the basis of meeting the established stand- 
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Mr. Tetier. I yield to Mr. Landrum. 

Mr. LANprum. I wanted to be sure that the records reflect just 
exactly what you are talking about when you speak of maturing, or 
an industry maturing. None of you can mean, I hope, that these 
seasonal industries have matured to the point that extra time does not 
have to be put in in order to process those foods. You are not sug- 
cesting that the food processing industry can go on a straight 8-hour- 
day basis? 

Mr. Roosrvetr. Oh, no. I used that phrase, so perhaps I should 
answer that for the record. 

[ had not such intention. The intention was, by maturity, to show 

that they had reached an economic maturity in relation to profits and 
in relation to the stability of the industry and in relation to the 
productivity of the individual employee. 

Mr. Lanprum. Then may I address this question to the gentle- 
man from California! If this exemption is removed, is not the net 
effect going to be just what the overtime provisions were originally 
intended for? It is going to spread e smploymen t and require that as 
soon as Wiley, for instance, puts in his 8 hours, he goes home, and 
they take on another one for the next 8 hours? If they are going 
to work in shifts rather than giving this seasonal worker who habit- 
ually moves from area to area as each crop matures—that is the nature 
of his work. Is that not going to be ~ net result, Mr. Roosevelt? 

Mr. Roosrver. I think I should ask Mr. Schachter to answer that. 
That is an industry question. 

Mr. Lanprum. I would like the gentleman’s answer. 

Mr. Roosrvet. I do not believe that is true. I would like to ask 
the gentleman a comment. 

Mr. Scuacnrer. Wiley does not move from industry to industry, 
from town to sired He is a full-time year-round employee. When 
there is not any work he waits for work. I think maturity can also be 
expressed, inasmuch as we watched our employment figures in these 
seasonal industries, and we are now practically year-round for a very 
large portion of the employees. 

Mr. Roosrvett. I think my good friend from Georgia is confusing 
the worker in the processing plant with the agricultural worker who 
does the picking. Now, he is a migrant worker. But the worker in 
the factory is not that kind of a migrant worker. I believe I am 
correct in saying that, am I not? 

Mr. Scracuter. Wiley has testified he has been there for 11 years 
and hopes to stay there for a long time. Of course, there is an influx 
* some seasonal workers in the peak season, and they are added to 

and there perhaps would be, as the Chairman stated, an additional 
cas employed if they were to cut down the number of hours 
worked by the like of Wiley and other people. But the net result is 
that in the first place we do not suggest that they stop at 8 hours. We 
suggest that the industry can afford—it has now grown up and is 
making a profit with other ndustries—to come under the act and pay 
overtime if they want the services and need the services. 

Mr. Lanprem. Without adding a nickel to the cost of a can of soup? 

Mr. Scuacurer. If you would see the mee ee desis now as 
compared to 18 years ago, when I first started at Seabrooks, you 
would say “Yes,” sir. The automatic wrapping mac hi ine, the automatic 
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~apping machines, everything automatic, these people just delivering 


goods to it, taking it away, storehousing it, warehousing it, being at the 
end of the line, feedi ng the machines— you would agree with me, sir, 
that yes, they have matured. The y are going at a speed now that 
compares to any industry. I do not think they need take second _ 
to any of them. They are doing a very good job on productivity, a 
the statement will show. And they will continue to do it. Because 
every year has added new mechanization, and eventually automation, 
which is not too far away. 

Mr. Wisnart. I may add that on those 2 cans of soup, the labor cost 
now is 3 percent less than it was in 1947; in other words, the actual 
labor cost per unit of output in canning and preserving has been fall- 
ing consistently between 1955 and 1956. For instance, we estimated 
that productivity per man-hour went up 4.7 percent throughout the 
industry, with wage increases proportionately much less. 

Mr. Tetier. I am mindful of the fact that one of the main reasons 
for putting the maximum hour requirement into the Fair Labor 
Standards Act and requiring overtime for work done in excess of 40 
hours was to spread employment; that is, to create greater employment 
opportunities. That was enac ted at 2 elie when there was memploy- 
ment. I know we have persisted in that despite the fact that the 
economics have changed in this country. 

But your figures are impressive, because they do show that even 
during the height of the seasonal production in canning, there does 
not seem to be any great need for work done in excess of 40 hours. 
So that if we were to require overtime, the industry would not have 
to go out and get any sizable number of employees to add to its work 
force. Is that the sum of it? 

Mr. Wisnarr. That is correct; through, of course, included in the 
averages will be a number of plants which are working much beyond 
40 hours for a very brief period. It tends to average out and to offset. 

Mr. Tevupr. Many plants? 

Mr. Wisnart. There will be a number at one time, a number of 
others at another time, which do not show up. An average of this 
sort does not reveal all of the constituent elements. I say that to 
keep the record clear. Because overtime is an important factor in 
many canning operations. We are not here to deny that fact. 

Mr. Terrer. And how about the labor force? Is there any sub- 
stantial amount of unemployment in the industry that we are now 
discussing ? 

Mr. Scuacnrer. No, there is not, sir. 

Mr. Tretirr. So that what we really would be doing would be not 
so much providing opportunities for employment as increasing the 
labor cost insofar as work done in excess of 40 hours is concerned. 
The employers, in other words, would not be able readily to secure 
additional employees so as to avoid overtime. They would simply 
be using the same work force and paying them overtime, to the extent 
necessary. 

Mr. Wisnart. I think you would find a variation in that from area 
to area 

Mr. Scnacnter. Well, that is not quite the case. They fit the situa- 
tion. We have now a longer period of employment. I think what 
they will do is continue to become more efficient. Asa matter of fact, 
we pack for instance 1 million pounds of peas at Seabrooks a day. 
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That was unheard of 15 years ago or 20 years ago. They are just 
able to do it, the same plant, but with new equi ipment, and with more 
efficiency, and they are constantly doing that, as our figures point up. 
[ think p rhap: part of both of what you said would be true. I 
think perhaps in the beginning the experienced hands would get some 
overtime. ‘The experie need hands. Some of the common labor, or 
inexperienced labor, which can be used, will be newly employed to help 
set it off. It will even itself off. That would tend to be the case. 

Mr. Keniry. Mr. Ayres 

Mr. Ayres. mS Chairman, I have certainly enjoyed the discussion 
here this mornit 

And I am ver} a appy that you brought an employee down from the 
actual operat ion, because I think one of the problems that we are faced 
with is Wiley Bowman as an individual who represents literally hun- 
dreds of thousands of people throughout the country in different types 
of industry. 

I do not want to embarrass you, Mr. Bowman, but I am going to 
have to ask you a few personal questions here. 

How many employees at Seabrooks, as you see it, fall in your cate- 
gory ¢ 

Mr. Bowman. I would say better than a third of the employees at 
Seabrooks fall in that category. 

Mr. Ayres. What is the total number? How many does Seabrooks 
employ : 

Mr. Bowman. We have a total of about a thousand senior members. 

Mr. Ayres. You have a thousand members of your local? 

Mr. Bowman. No, that is seniority. 

Mr. Scnacuter. That is year round. May I help? 

Mr. Ayres. They work there at sometime during the year 

Mr. Scracutrer. There are more that work t hroughout oe es! He 
is talking about those who work who are permanent employees. 

Mr. Ayres. Is $1.27 an average seale for these 355 ? 

Mr. Bowman. Yes. 

Mr. Ayres. What was your gross income for 1936? 
income for the year ¢ 

Mr. Bowman. My total income was $3,990, 

Mr. Ayres. Then with the six kiddies, you did not have to pay any 
income tax ¢ 

Vir. Bowman. No. 

Mr. Ayres. You are lucky. So you had a gross income, take-home 
pay less your social security and any benefits, and so forth, of approxi- 
mutely $3.900 ? 

Mr. Bowman. That is right. 

Mr. Ayres. Now, I do not suppose you had occasion to break 
down how many hours you had to actually work? Or can we take the 
$1.27 and div ide i it and say that is the actual number of hours you 
worked for the vear? It must be, because you did not get any over- 
time. Do you have any other job besides Seabrooks? No outside 
Income / 

Mr. Bowman. No outside income. 

Mr. Ayres. And this was the total income for you and your wife? 

Mr. Bowman. That is right. 

Mr. Ayres. Now, at the rate of $1.27 an hour, you had to average, 
based on your income there, approximately $78 a week for the year. 
Is that right? 


Your total 
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Mr. Bowman. That is right. 

Mr. Ayres. So based on the $1.27, that meant then that you averaged 
for the whole year about 60 hours a week. 

Mr. Bi WMAN. On anaverage, something like that. 

Mr. \yres. So the seasonal part of it really was not too important, 
because you could not, as you testified—you wor ked some Sundays, but 
the most you worked in any one week was about 72 hours, even in the 
peak season. Isthat right? 

Mr. Bowman. If you put it on the average; yes. But some weeks 
more than that, on the peak season. But if you figured on an average, 
maybe it would break down to that. 

But for an instance, as to this beet proc essing, that is done between 
beets and lima beans. We have to get those beets harvested and proc- 
essed in that time. Maybe those weeks we are running better than 72. 

Mr. Ayres. Now, for your employer to have made it possible for you 
to have the same gross income and not work any overtime at all, he 
would have had to have paid you $2.18 an hour—if you had worked 
just 40 hours a week, 8 hours a d: Y 5 days a week. Now, is not the 
real problem that we are faced with here not getting time and a half, 
necessarily, for Wiley Bowman, but getting him a decent standard of 
living? 

Would you not be just as satisfied, or even happier, if you could 
negotiate a contract for $2.10 an hour on a 40-hour week than to nego- 
tiate a contract for $1.27 with time and a half over 40 hours ? 

Mr. Scuacuter. Except that that would put Seabrooks out of bu: 
ness, and that would not make me happy at all. 

Mr. Ayres. Well, now, I realize it would not make you happy if you 
put them out of business. But it says here that the purposes of 
law include that of spreading the work by requiring a premium or 
penalty for work above a premium maximum number of hours. In 
other words, if the work was not going to be spread around, there was 
going to be a penalty for not spreading it around. 

Mr. Roosrver. Would the gentleman yield ? 

There is an important difference, I think, and ms iybe it points that 
this committee is going to have to rewrite that partic an ar proposal. 
Because when that was written, the point of the law was to spread 
work, to try to get more workers, because there was a sur ae of labor 
available. Unless I am wrong, I think Mr. Schachter testified that 
today there is not a surplus of labor in this industry: in fact, that 
there is little if any unemployment. And therefore the basic pur 
pose now is not to spread employment any further but to try to get, 
as you put it, a decent standard of living, a decent w age, for the } veople 
who are in that industry, as a permanent labor force. 

Mr. Scnacuter. True. 

Mr. Ayers. That is the point Iam making. You are not arguing 
for the time and a half, that a man is entitled to time and a half for 


working more hours. But you are arguing the point that Wiley Bow- 
man needs more money, and you are interested in getting W ley Bow- 
man more money without putting Seabrooks out of business, and still 


having them remain competitive in their field. 

Mr. Scwacuter. We are interested that Wiley Bowman should not 
have to work this many hours to make a skimpy living. I do not think 
it is a very happy situation. Nor is he a very good worker after 65 
or more hours a week. 
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Mr. Ayres. I agree with you, but Seabrooks is going to have to pa 
him $2.10 an hour “to get what you ask for. 

Mr. Scuacuter. Yes, if all the industr y eliminated the exemptions. 
Wiley quoted indirectly the words of the employers in their negotia- 
tions, who said, “If the rest of them paid it, we would not mind paying 
gd 

But, this being the kind of an industry where only a portion is 
organized, and the greatest portion remain unorganized, we cannot 
voluntarily eliminate the exemptions and raise pay to make the same 
kind of money. 

Mr. Ayres. I agree with you that the number of hours that Wiley 
Bowman has had to work to make $3,900 is excessive. However , the 
$3,900 he has made, with the number of hours he has had to put in, is 
considerably more than many skilled workers and their gross pay was 
for this last year of 1956. Because they did not have the hours to work. 

Now, I am familiar with what happened in the rubber industry, 
when they originally cut the rubber industry back to a 6-hour day. 
And the reason for it was to spread the employment. They have 
never got it back up to any more than the 6 hours. However, they do 
get the time and a half through negotiations now. 

However, the scale based on 40 hours, of Wiley, of $2.10, is higher 
than many skilled workmen get. 

Mr. Wisnart. Although I believe the current average for all manu- 
facturing is about $2.05 per hour, hourly earnings. 

Mr. Ayres. Now, what is your background, Wiley? You have 
worked here 11 years. How old are you? 

Mr. Bowman. Thirty-eight. 

Mr. Ayres. Did you have the advantage of high school education ? 

Mr. Bowman. No; I did not. 

Mr. Ayres. How far did you go? 

Mr. Bowman. The seventh. 

Mr. Ayres. You went to the seventh grade. Well, you do real well. 
You have learned by hard exper ience, and sometimes the prac tical ex- 
perience is a little better than the book learning, as i) say. But my 
point is chile: Wiley. You fall into a category of thousands and hun 
dreds of thousands of Americans, that you do not have any particular 

skill. You have worked these long hours. You are to be commended 
for being a good family man and raising your family. But, when you 
say you hope the Congress can do something, I am not so sure, Wiley, 
that we would be he ipmg you make more money by insisting that your 
employer pay you time : and a half over 40 hours. ‘Because I have seen 
it happen in industry after industry. JI am a small-business man 
myse if. [ am covered by the minimum wage, the Fair Labor Stand- 
ards Act. And I know from a practical business point of view that 
when you get a man up toa point where it is costing you time and a half 
and then double time on Sunday, you soon find that there are plenty 
of people available to come in and help keep your payroll down. And 
if the whole industry is covered, based on my own past experience, | 
think the industry as a whole, Mr. Schachter, are going to get a labor 
force in, and you will gradually be negotiating on the basis of perhaps 
a 40-hour week, with the time and a half. You will get some slight in- 
crease in the hourly rate. You may get Wiley up as high as a dollar 
andahalf. But Wiley’s gross income for the year, I am afraid, would 
be lower than it is now. 
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The point, as I get it: It is true that Wiley wants to work. He has 
to in order to live. 

Mr. Ayres. But, Mr. Schachter, at $3,900 a year he is in debt. He 
owes the finance compalhy. As he testified, he borrowed from ohe 
finance company to pay off in another one, and some one has calculated 
for him th I it is 21 percent he is paying on the combination deal. 
He owes for the furniture, his wife’s medical bills, and at $3.900 he has 
not been able to maintain a decent standard of living according to his 
testimony. And my point is that if we go ahead and cover the whole 
Indu try, you are eventual] and in short oeraer Go J p have if do Vi 
to where that industry is set up on a 40-hour week with mo nployees, 
And instead of Wiley Bowman making $3,900 a year, he I) find him- 


self at $4.000 a vear. 
Mr. Scuacurer. Of course, outside of the 28 weeks which we talked 
about. one is limited to 56, and only one period of 14 weeks is unlimited. 
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He may well work then and make some time and a half. He may 
1 aaa } } ] : ‘ . 
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is just as true that he may work tS hours how and Vet ove rtime. 
Mr. Ayres. Just one last statement, and then I will yield back. The 
thing that concerns me more than the question of time an a half and 
extended coverag ds of 
thousands of Americans that fall in the same category as Wiley A 


decent standard of living. And I do not think that we are going to 


do it by increasing the pay in that group into a lot of fields a 
time anda half. Iam afraid it will hurt them rather than help them. 

Mr. Scuacnter. Another time you might consider raising the 
dollar minimum to a dollar and a quarter. That would help a great 
deal. 

Mr. Ayres. It would help Wiley. 

Mr. Scuacnter. Oh, it might well. Because Wiley is above the 
lowest skill. His wages would move accordingly. 

I think that it ought to be considered. 

[ think it is wrong, however, and this is the point I would like to 

t]} 
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e and so forth is how we can get these lun 


make again and again—you have covered people with the overtime 
provision. Wiley is one of those that the law did not cover. And in 
my opinion, it ought to be. He ought to be covered. If he is going to 
work the same hours, he ought to enjoy the overtime. 

A person putting in effort working over 40 hours in 1 week ought 
to be paid the additional half time. If he is needed and he is perform- 
ing the services that the employer asked him to perform and putting 
in the extra effort to work over 40 hours in 1 week in a factory with 
speed, with machines, with feeding, I think he is entitled to the extra 
half time. And it would help him economically if he were to get the 
extra time and were to work the same hours. 

Also suppose that he would not work the hours. I do not suppose 
that would be the case. And he would receive time and a half, as you 
say. I do not think the double-time provision is in the law for Sunday, 
but he would get time and a half after 40 hours. 
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Mr. Wisnart. He would get time and a half in 14 weeks of the year 
in which he does not now receive time and a half. 

Mr. Ayres. There are an awful lot of people with Wiley’s back- 
ground who fall into the unskilled labor market, that are much worse 
off than Brother Bowman is. 

Mr. Scrracirer. Shall we suggest he join our union ? 

Mr. Ayres. I think you know what I ee 

Mr. Mayer. In Wiley’s contract he earns $1.27 an hour, because he 
is In an org anized plant. He therefore is above some of the averages. 
Paying him overtime for the extra hours worked would not only 
increase his standard of living—although the dollar an hour may be 
above some other people, neverthe less it does not pay him enough to 
maintain his family—but there is another factor, in that it would com- 
ee him for his long hours, for his hard work. Now. if the time 
and a half were brought in, and he were compensated for those long 
hours, perhaps his hours might be cut somewhat. Perhaps. 

Mr. Schachter, who knows the labor market far better than I do, says 
that the labor market is pretty even between supply and demand, 

[t is not the fact that his overtime would be completely cut away. 
Even if his overtime were cut a bit, it would not be an either/or 
proposition. He would make probably as much money, if not more 
money, and he would be able to be with his family during the summer 
occasionally, too. 

Mr. Ayres. Well, Wiley would make less money if he worked a 50- 
hour week with 10 hours of overtime. He would make less money by 
POOO0 a year than he makes now. 

Mr. Wisuart. This is assuming that he gets no overtime now ? 

Mr. AYRES. No; I am assuming that he gets no pay for overtime 

Mr. Wisnarr. You see, the exemption “period applies for only 14 
weeks of the year. Inthe remaining weeks of the year, Wiley obv iously 
collects consi “der Tt able overtime on the basis of this overtime schedule. 

Mr. Ayres. But not based on a 40-hour week. Your contract calls 
for overtime after what ? 

Mr. Scuacnuter. Wiley works 46 hours now. He gets 6 hours of 
overtime. This was not included in your calculation. I think that is 
the point Mr. Wishart was trving to make. In the off season, where he 
is working now, on the night shift, he is getting 6 and 8 hours overtime, 
and that 7 included in the total earnings. And there are only 14 weeks 
of the year in which he is totally exempt. There are 14 other weeks in 
which the company is exempt from paying overtime until 56 hours. 
And then he may work more. He may even in those weeks very often 
work 65 hours and get 9 hours of overtime. So you will see that your 
figures, based on the $2.10, are wrong. He is now working and receiv- 
ing 6 and 8 hours overtime. And the supply is there. The employer 
needs him and pays him. And that is the kind of thing we are talking 
about. 

Wiley is called in to work, and works 46 and 48 hours a week. He is 
off today and will not lose a day’s pay. We will see to that. 

Mr. Ayres. You will pay him for that ? 

Mr. Scwacnurer. Yes, including the overtime. He was worried 
about that. 

Mr. Roosevert (presiding). We want to thank you very much on 
behalf of the committee for your presence. 
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If the committee has other questions—Mr. Holt was here, and he 
may have some questions, and he may put them in writing to you, and 
if you would be good enough to answer his written questions, we would 
be grateful. 

Mr. Scuacuter. Certainly. 

I express our appreciation for the privilege to appear before you, 
and also for the pointed quest ions, Which have helped to bring out the 
facts as to this problem. 

We thank all of you. 

Mr. Roosrvetr. Mr. Quinlan, are you here ? 

Mr. Quintan. (William A. Quinlan, general counsel, Associated 
Retail Bakers of America). Yes, Mr. Chairman. 

Mr. Roosrveur. The committee unquestionably will be called to the 
floor by a quorum call within 10 minutes. 

Would you feel that you would like to go on now, or would you 
prefer to have a little conference with us to see what we can do to set up 
a different time? 

Mr. Qurnuan. Whatever is your preference, Mr. Chairman. 

Mr. Rooseverr. If you would wait i one minute, I think the chair- 
man would be back, and I would rather give him the opportunity of 
deciding that question. 

Mr. Qurnuan. We do have the problem of three gentlemen from 
out of town, but of course we would like to cooperate with your con- 
venience. 

Mr. Keuiey. Mr. Quinlain, I do not believe we will have time this 
morning. We cannot finish. 

The only thing I could suggest is that we do it on Friday morning. 

Mr. Quintan. These gentlemen are all self-employed in their small 
businesses, Mr. Chairman. Perhaps we will have to confer with the 
staff and see what day can be arranged, if that is satisfactory. 

Mr. Ketter. Suppose you confer with the staff and arrange a date. 

Mr. Roosrverr. I personally would be glad to hear the individual 
small-business people, and I believe Mr. Griffin and Mr. Ayres would 
also. 

So if you could arrange for us to hear them rather than having them 
just file their statements, we would appreciate it. 

Mr. Qurintan. Shall we then talk with the clerk about the date, 
Mr. Chairman. 

Mr. Ketiry. We will have you confer with the staff, Mr. Quinlan, 
and arrange another time that would be suitable to all of you. 

I am sorry we ran into this problem, but we have got to attend the 
sessions in the House this afternoon, and tomorrow we have a full 
committee meeting, and the only time we might have would be Friday 
morning. 

Mr. Quin.an. Certain days of the week, Mr. Chairman, are very 
difficult for the retail baker to get away from his business, and Friday 
seems to be impossible. So we would be glad to confer with Mr. 
Hussey, and we understand your situation. 

Mr. Krtiry. That would be satisfactory. You have my apology 
for bringing you down here and not being able to hear you. 

Mr. Quintan. We understand the difficulty. Thank you, sir. 

Mr. Ketiey. The committee will adjourn to the eall of the Chair. 

(Whereupen, at 11:55 a. m., the hearing was adjourned subject 


to the call of the Chair.) 





he 
nd 


ild 


ui, 


he 


SIO eee pare 


= 


FAIR LABOR STANDARDS ACT 


THURSDAY, MARCH 28, 1957 


Houser or REPRESENTATIVES, 
SUBCOMMITTER ON LABOR STANDARDS 
OF THE COMMITTEE ON EpUCATION AND LABOR, 
Washington, D.C. 


The subcommittee met, pursuant to call, at 11 o’clock a. m., in room 
129, Old House Office Building, Hon. Augustine B. Kelley (chair- 
man of the subcommittee) presiding. 

Present: Representatives Kelley, Landrum, Roosevelt, Teller, Holt, 
and Griffin. 

Staff members present: Fred G. Hussey, chief clerk; John O. Gra- 
ham, minority clerk; and James M. Brewbaker, general counsel. 

Also present: Mr. Holland. 

Mr. Ketiey. The committee will please be in order. 


STATEMENT OF WILLIAM A. QUINLAN, GENERAL COUNSEL, 
ASSOCIATED RETAIL BAKERS OF AMERICA 


Mr. Quinlan, I understood you to say yesterday that these five state- 
ments would be summarized. 

Mr. QuINLAN. Yes. 

Might I say just a brief word of explanation, Mr. Chairman. 

Mr. Ketiry. Yes. 

Mr. Qurntan. We are here in support of section 13 (a) (4) of the 
act. We went on the premise that the committee was primarily in- 
terested in hearing specific factual testimony from practical operators. 
So that, as to my statement as general counsel of the Associated Re- 
tail Bakers of America, I would simply ask that it might be incor- 
porated in the record, without reading any of it. 

Mr. Ketiey. We will be glad to do that. 

(The statement referred to follows :) 


STATEMENT OF WILLIAM A. QUINLAN, GENERAL COUNSEL, ASSOCIATED RETAIL 
d > 
BAKERS OF AMERICA 


My name is William A. Quinlan, and I am appearing here as general counsel of 
the Associated Retail Bakers of America, which is the national nonprofit trade 
association of retail bakers, who produce bakery products for sale across their 
counters directly to the consumer. I have been associated with the baking in- 
dustry in various capacities for 24 years, and with the Associated Retail Bakers 
of America for 14 of those. 

The businesses on behalf of which we appear are the neighborhood retail 
bakeries, with which the members of the committee are familiar, selling breads, 
cakes, pies, cookies, sweet rolls, and coffee cakes, pastries ,and other baked foods 
which they make daily. 
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The retail bakery is the establishment you see as you walk down the street, 
with the bakeshop in the rear separated by a partition from the space for display 
counters and customers in the front. 


It is like the neighborhood retail candy shop, ice cream parlor, or tailor shop 
in that it makes the goods it sells across its counters or showcases. 
We are especially interested in section 13 (a) (4) of the act. which, coupled 


with section 13 (a) (2), exempts typical neighborhood retail bakeries and such 
similar establishments. 

We urge continuation of this exemption in its entirety, for general reasons of 
principle and practicability which support the exemption of all local retail and 
service establishments, and for the additional and vital reason in respect to retail 
bakeries that their bakeshops require relatively long workweeks, for which they 
pay high straight-time wage rates that cannot now reasonably be Subjected to a 
requirement of time and one-half premium pay above 40 hours. 

As a matter of fundamental! principle, if we are to keep our system of national 


and local governments, the Congress should continue to refrain from attempting 
to regulate wages and hours in local retail and service establishinents There are 
also many practical reasons for refraining from such radical action 

Section 13 (a) (4), like various changes in clauses (2) and (3), was enacted 
in 1949 (Fair Labor Standards amendments of 1949 (Public Law 393, 81st Cong., 
ch. 736, Ist sess.)) to counteract previous interpretations that had to a lar 


extent defeated the original intent to exclude local retail and service establish- 
ments from the Federal act. 





The Administrator, for example, had ruled that “an establishment which is 
engaged in manufacturing operations is not a retail establishment even though 
the goods which it manufactures are distributed at retail. Thus. for 
a custom tailor engaged in manufacturing clothes to order would be 
in manufacturing operations and would not operate a retail establishment.” 


(From the then version of Wage and Hour Division Interpretative Bulletin No. 


6, par. 17; see also Gustafson v. Fred Wolferman, Inc. (D. C. Mo., 1947), 18 
Labor Cases par. 64, 133; Grant v. Bergdorf Goodman Co. (C. A. 2, 1949), 16 
Labor Cases par. 64, 935, as to candy kitchens, etc.). 

in other words, a neighborhood tailor shop 

Similarly, the iocal neighborhood retail bakery would not be a retail establish 
ment, within t] neaning of the act, because it baked its cakes, or the candy shop 
because it made its chocolate creams, the ice cream parlor because it mixed and 
froze its ice creams, or, carried to logical conclusion, the butcher because he 


made a sausage, or the restaurateur because he broiled it. 

That was typical of many interpretations which had stretched the act to un- 
reasonable extremes and which caused a complete reexamination and reform by 
Congress in 1949. 

One of the amendments enacted to restore the original intent of Congress was 
the present provision in section 13 (a) exempting: “(4) any employee employed 
by an establishment which qualifies as an exempt retail establishment under 
clause (2) of this subsection and is recognized as a retail establishment in the 
particular industry notwithstanding that such establishment makes or processes 
at the retail establishment the qoods that is sells: Provided, That more than 85 
per centum of such establishment’s annual dollar volume of sales of goods so 
made or processed is made within the State in which the establishment is 
located.” [Emphasis supplied.] 

That is the amendment which reaffirmed the exemption of retail bakeries and 
other local retail establishments that make or process all or some of their wares, 
and is the provision we urge you to preserve, despite new proposals that it he 
dropped or curtailed. 

Even as it now stands, this is very strictly limited (see H. Rept. 1453, &1st 


Cong., 1st sess. (conference report io accompany H. R. 5856), pp. 26-27). 1 be- 
lieve unduly so. To eliminate it, or to curtail it further, would be to discrim- 
inate further against such establishments, and, at least in the case of retail 
bakeries, to cause grave disruption and damage to business and employment 

We respectfully ask the subcommittee to reject any proposal to eliminate or 
impair either subsection 13 (a) (4) or the other provisions which are integral 
parts of the overall exemption of local retail and service establishments. That 
exemption depends upon each and every part of subsections 13 (a) (2), (3), and 
(4), and the definition of “resale” in subsection 8 (n). 

All these provisions were hammered out in the extensive review of the act in 
1949 to correct interpretative abuses by the Wage and Hour Division, and 
are essential to the purpose of avoiding attempted Federal control of what are 
inherently local businesses. 
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Retail bakeries, along with neighborhood retail candy shops, ice cream parlors, 
or tailor shops, are just as much local retail establishments as the the other 
stores in the neighborhood that do not make or process anything they sell. 

They, like most other retail and service establishments, are inherently local 
and intrastate, and by nature a concern of State and local governments, rather 
than the Federal Government. 

They generally become involved in interstate commerce only to a very slight 
degree if at all; yet, enough of them do so to some extent so that there is a 
practical need for the specific exemption. Usually they buy and receive their in- 
gredients and other supplies from local, intrastate supply houses or jobbers, and 
the purchases and receipts are in intrastate commerce. And practically all the 
sales of their tinished products are to the ultimate consumer across their own 
counters. But many, if not most of them, receive certain ingredients, usually 
a small portion of their total receipts, directly from outside the State, and some 
either regularly or casually and occasionally receive larger proportions of 
ingredients or other supplies from outside the State. 

Or their intrastate supplier may specially order something for them, or even 
order something in anticipation of their individual needs (the scope of interstate 
commerce is being ever extended), and they may, without wanting or intending 
to do so, and perhaps only temporarily, have brought under the act some of their 
employees who have had something to do with ordering or receiving such 
materials. 

As to its finished products, a retail bakery, although it is essentially across- 
the-counter, and local and intrastate, may mail some fruitcakes or holiday 
cookies out of the State for some of its customers, or, if it is in a community on 
a State line, have some wedding cokes delivered across the line to its customers’ 
homes, churches, or hotels, as does the president of our association who is here 
today, Mr. Charles J. Schupp, whose bakery is on Connecticut Avenue near the 
District of Columbia line, and who occasionally has special products delivered 
across the Maryland line to the recreation hall of one of the churches, for 
eXample, only a block away at Chevy Chase Circle. 

A purpose of the exemption of local retail and service establishments was to 
preserve the Act from the absurdities of such incidental involvements, in inter- 
state commerce, of what are essentially intrastate businesses. It obtains as 
forcibly in respect to retail establishments which make what they sell as in 
respect to those which do not. To remove the exemption, in whole or in part, 
could open a hornets’ nest of federally created and never intended liabilities in 
neighborhood businesses. 

The exemption from record keeping is important to the retail baker. He 
usually is his own general manager, and bakeshop superintendent, and acts 
as one of his own bakers. Usually his wife is the head sales clerk in the store 
at the front. 

Usually, he has an outside accountant come in to keep his books and prepare 
his tax returns, and he himself has no clerical staff, except that he or his wife 
or one of the shop or store employees may, part time, use a typewriter for in 
escapable correspondence or reports, each of which, I can personally testify, is 
a burden to one who, from early times and because of the demands of today’s 
retail bakery customers as well, is more artisan than clerk. 

These retail bakeries, moreover, are handcraft shops, employing skilled crafts- 
men at high wages. By the nature of the business, the members of the commit- 
tee will recall from personal observation, they make and sell a great and chang- 
ing variety of highly perishable products, requiring small scale, highly skilled 
hand work, with many changeovers, in contrast with any routine, intensive, mass 
production operation. 

As was recognized in the NRA Code of Fair Competition for the Baking 
Industry, these retail, handcraft shops accordingly have longer straight-time 
workweeks. The exemption provided in section 18 (a) (4) of the Act, there- 
fore, has great practical importance because of the statutory maximum 40-hour 
stright-time workweek, although that is not the only consideration calling for 
the exemption. 

The high straight-time wage rates prevailing in retail bakeshops recognize both 
the craftsmanship of the retail bakeshop employee and the longer regular work- 
week required in his handcraft work, to produce the products characteristic of 
retail bakeries and responsive to consumer demand—the products the consumer 
wants, fresh when she wants them. 

The retail and service establishment exemption, as restored in the 1949 amend 
nients, has been a vital and realistic factor in the workability of the Federal Act. 
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To upset that exemption, as to clause (4) or otherwise, would be to invite another 
emergency to succeed the portal-to-portal and overtime-on-overtime emergencies 


that already have occurred under this same Federal Fair Labor Standards Act. 


We respectfully urge you to reject the various proposals to limit the exemption 
on a basis of number of establishments, or sales, or receipts of goods. If you 
abandon the principle of refraining from attempted Federal control of local 
retail establihments, by controlling such establishments over an arbitrarily pre- 
scribed line, then you have nonetheless abandoned the principle and have estab 
lished an unfairly discriminatory dividing line, open at least to grave constitu- 
tional question, which would be subject to continual demands for progressive 
extension, and which would be always unjustly discriminatory among competing 
businesses, at Whatever point set. 

In addition to those comments concerning the specific exemption of retail 
bakeries along with other local retail and service establishments, may I respect 
fully comment on proposals which have been made to extend the general coverage 
of the act to activities which substantially “affect” interstate commerce, 

Even though the present express exemption of local retail and service estab 
lishments be continued, we submit that that proposal as to general coverage is 
inappropriate to this type of legislation. 

The National Labor Relations Act exhausts the constitutional power of Con 


gress under the commerce clause by applying itself to businesses substantially 


“affecting” interstate commerce—an indefinite standard that could be finally 
settled only by lawsuits in most cases. 

That may be more reasonable under that statute, where usually the result of 
controversy is an order merely to stop what one is doing, although even there the 
National Labor Relations Board itself has had to exempt essentially local busi- 
nesses aS a matter of “enforcement policy.” The Fair Labor Standards Act, 
which can create ruinous back wage liabilities, must have a more detinite basis 
of coverage. If the general coverage of the Fair Labor Standards Act were to be 
extended to ail businesses substantially “affecting” interstate commerce, hundreds 
of thousands of local businesses would be left in doubt to be settled only by 
individual litigation 

We respectfully submit that the “affecting commerce” basis is inappropriate 
for purposes of a statute like the Fair Labor Standards Act, and, in any event, 
that the exemption provided in section 18 (a) (4) should be preserved. 

Mr. QuinitAn. As to these four gentlemen, Mr. Chairman, when our 
plans were only tentative, Mr. Dudt was listed as the only witness. 
The plans were completed during our convention in New Orleans and 
discussed with youl staff, and in order to give vou a better picture 
than you could vel from just one exunple, we have these four practi- 
cal operating retail bakers. Their statements have been condensed 
so that their direct statements can be made orally, all of them, in the 
20 minutes that you originally allowed for Mr. Dudt alone. 

Mr. Bowling is our first witness, if we may present him, and he has 
condensed his statement. 

Mr. Ketter. Do vou think you can cover all of these four in 20 
minutes ¢ 

Mr. Qurn.an. Yes, sir. 

Mr. Bo viing’s statement has been condensed and he is voing to read 
only part of it. and we ask that his complete written statement hea 
incorporated in the record. 

Mr. Kewiey. All right. 

Mr. Qutnztan. Thank you, sir. 

Mr. Keniry. Is Mr. Bowling first ? 

Mr. Quintan. Yes, sir. 

Mr. Keiiey. All right, Mr. Bowling, you may proceed first. 
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STATEMENT OF BERNARD BOWLING, PROPRIETOR, PLEHN’S 
BAKERY, ST. MATHEWS, KY. 


Mr. Bowne. Thank you. 

my name is Bernard Bowling, and I am proprietor of Plehn’s Bak- 
ery, St. Mathews, Ky., a suburb of Louisville. I am a past president 
of the ane ated Retail Bakers of America. 

[ operate a typical neighborhood retail bakery, with a complete 
line of bakery products, and we also make our own ice cream for sale 
on the pre muses, 

As with other retail bakeries, our bakeshop is located in the same 
building, to the rear of the selling area. We sell approximately 90 
percent of our merchandise over the counter on a cash and carry basis, 
the other 10 percent being divided wnong the local churches and 
chools. All of our sales are within the State, in spite of the fact that 
we are located on the Ohio River. 

I. as the owner, act as the manag ver, and do all the buying, cheek 
invoices, pay the bills, make out he payroll records, and once a month 
] have an accountant who comes In and compiles the di aily and weekly 
records that I keep myself. 

We have 4 salesgirls, and 4 part-time girls in the store, who are 
high-school students. ‘Their work is basically selling, keeping the 
merchandise in order and the selling cases in a neat, orderly fashion. 
None of our girls work in the shop. 

I have a head store girl who works 45 hours per week at a salary 
of $80 per week. 

The lowest wage rate we pay in the store, which is the lowest in 
our business, is 90 cents per hour for the part-time schoolgirls. The 
full-time girls get $1 an hour. These particular part-time schoolgirls 
are in their fourth year. I have been in the habit of starting them at 
70 cents an hour and bringing them up to the dollar figure as they 
learn the complete working of the selling operations. 

I think there is a pertinent point in connection with our store girls. 
lhere are what we call lulls, where the girls definitely have time to 
relax. It is not like a production-line business where you are on a 
belt and on the go constantly. It would be safe to say that for the 
average 8-hour shift, the girls will have 2 hours where they are prac- 
tically on their own without any pressure or without any specific 
assignment that they have to take care of, and even leave the premises, 
to do some shopping on my time. 

I give all my employees, both store and bakeshop, hospitalization 
and medical insurance, 2 weeks’ vacation with pay, and sick pay. I 
would estimate that the fringe benefits amount to about 10 cents an 
hour, or $4 to $5 a week. 

Our store is open from 8:30 a. m. to 6 p. m., 5 days a week and 
on Sunday from 7 a. m. to3 p.m. The full-time girls work between 
12 and 46 hours per week, at the $1 per hour rate. 

In the bakeshop we have 1 porter, 7 bakers, and 1 man who makes 
ice cream. 

The porter is paid $45 a week, and I would estimate his average 
hours for me at ahi 15. He also does other jobs for some of the 
other tenants in the building. He knows what his assignments are, 
gets his work done, and I never interfere with his work schedule. 
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Our wage rates for bakers are from $1.30 per hour with a minimum 
of $65 per week, to $1.70 per hour with a minimum of $85 per week. 
In other words, we guarantee 50 hours pay, which is about the number 
of hours our bakers work. 

As to the operating hours of the bakeshop and the working hours 
of the bakeshop employees, those employees normally start around 


) 


}a.m., and are finished anywhere from 1: 30 to 3: 30 p. m. depending 
on the particular day in the week and also on the particular week, 
since each day is not the same eve y wee ok. 

Like other retail bakeries. ours is a handeraft shop. We, of course, 
use mechanical mixers, but the rest of the work is all handwor!l < by 
experienced men who have acquired the handcraft knowledge over a 
period of several years. 

As to the operating hours of the bakeshop and the working hours 
plies are bought from local baker supply houses and branches of the 
larger companies. We buy from 1 firm, that happens to be across 
the river, some flour and some sugar, which amounts to around 10 to 
15 percent, dollarwise, of my total purchases. 

We also buy a few minor ingredients from the larger supply houses 
who may have warelouses in such towns as Chicago and Cincinnati, 
specialty items which the average supply house might not have oc- 
casion to carry. 

Materials from outside the State usually are sent in by truck or 
railway express, depending on the weight. Some even come by parcel 
post. I try to receive most of them myself, but when I am not there 
it is usually one of the bakers, or the ice cream man, that checks them 
in, although the truck driver usually sets them down on the floor of 
my shop and I try to have him put them right where they are normally 
kept, to save rehandling. 

As to the part-time schoolgirls in the store, I do not feel that in 
our particular section a schoolgirl is worth $1 an hour as a starting 
wage, because it takes some time to train them and during the training 
period they are more or less a liability than an asset. It would elim- 
inate jobs for many of the schoolgirls, and I think from a social 
standpoint that a community is much better off where the teenagers 
have some part-time work. It keeps their minds occupied and cer- 
tainly does not interfere with their schoolwork, because they never 
work over 3 hours in the afternoon, and it is only 2 days a week, plus 
their Saturday and Sunday work. 

Of my full-time store girls, believe there is only one that actually 
has to work. The others do it because they like it, and they are not tied 
down with children, and he like to keep themselves occupied. 

As to myself as the buyer, the bookkeeper, and the stenographer, 
this law would add additional recordke eping and bookwork; to say 
nothing of the additional strain on a man’s mind i in that he will always 
be wondering whether or not he is in violation of the law. Some of 
these cases no doubt would come up where a baker was completely 
ignorant of the law, and an investigator would come in and find him 
in violation for a period of years, and it would put undue hardship 
on the average little retail baker who is already burdened with so 
much bookkeeping work already imposed on him by the Federal 
(yovernment, and in many cases on the State and local levels. 

Thank you. 

Mr. Ketiey. Are there any questions to ask Mr. Bowling? 
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Mr. Roosrveur. Mr. Chairman, I have a question. 
Mr. Kewiry. All right. 
Mr. Roosrveir. Mr. Bowling 


>) 


what would you say your annual 


sales volume was? 


Mr. Bowing. Approximately $120,000 per year. 

Mr. Roosrverr, So you would not come under the law as it is pro: 
posed, under any cire umstances ? . 

Mr. Bowtinc. Mr. Congressman, I would like to make this point. 
As the law is proposed, as to the figure that they have been talking 
about, we would not come under the law, but I feel that all of our 
stores in our category should be exempted from this law as a matter 
of principle because if you set an arbitrary figure of $500,000, the man 
across the street might be doing $450,000 worth of volume, the other 
man might be doing $505,000 worth of volume, and it would be unfair 
to one man to be covered and the other one not to be covered. 

And it has been brought out that if you break down the principle 
of the coverage of the law, it would not be too long, I think, to where 
everyone would be covered regardless of their volume. 

Mr. Ketiry. If the gentleman will yield, the point is that this com- 
mittee certainly has not got the time to sit and listen to every small 
retailer who employs 6 or 8 people, in the United States. If ne can 
speak for some whole group we would be glad to hear you. As Mr. 
Roosevelt says, you would not be covered anyhow, under any id these 
proposals. 

Mr. Lanprum. Mr. Chairman, will you yield, please ? 

Mr. Kettry. Will you yield, Mr. Roosevelt ? 

Mr. Roosrveir. Iam very happy to yield. 

Mr. Lanprum. I think, sir, the gentleman ought to be heard, be- 
cause of the very fact that we are considering the idea here of includ- 
ing establishments with multiple operations, and here is a typical 
American man who has gone out and established a business, and 
apparently it is somewhat successful. He may soon want to venture 
out with another store in another section of the town or city where he 
lives, and move on maybe into a neighboring town and have 2 or 3 
stores. The aggregate of that would bring him under the law and 
therefore you are retarding the expansion of his business. 

Would you look at that factor, Mr. Bowling? If you were con- 
sidering expansion of your business the aggregate sales of two stores 
might bring you — the law; is that not correct ? 

Mr. Bowiine. Very definite ly, Mr. Congressman. 

I have eight “hil ire yn and I visualize when I can expand and create 
opportunity for them. 

Mr. Lanprum. You and Mr. Kelley ought to get together. 

Mr. Kretiey. We are not going to exclude him; we are going to 
listen to him. 

Mr. QuINnuAN. We are here for a large group, for the Associated 
Retail Bakers of America. My general statement which you have re 
ceived, summarizes the practical and the legal reasons for section 13 
(a) (4) of the act, which presently exempts, specifically exempts, local 
retail and service establishments, notwithstanding that they make or 
process the goods which they sell. 

One of the abuses on the part of the Wage and Hour Division 
which Congress corrected in 1949, in enacting changes in section 13 
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(a) (2) and section 15 (a) (3), and also in enacting the wholly new 
subsection, 13 (a) (4), was to block the contentions of lawyers in the 
Wage and Hour Division that retail neighborhood establishments 
like bakeries and tailor shops and candy stores were not exempt, that 
they were not really retail establishments because they made what 
they sold. 

There are various bills, Mr. Chairman, which have been introduced 
in the House, and a couple in the Senate, which would not only limit 
the exemption of nonmanufacturing retail establishments on a basis 
of size, sales, receipts, or the number of units, but which would also 
wholly eliminate from the act section 13 (a) (4) of the act, by reason 
of which the neighborhood establishments of these gentlemen are now 
exempted. 

Mr, Kerry. Understand, we welcome your testimony in support of 
the contentions of your Associated Retail Bakers of America. We 
want that information. 

I take it that you brought these gentlemen along to support your 
contentions as individual retailers. 

Mr. Quinuan. That is exactly right, Mr. Chairman. These are 
illustrative individual cases to meet what we understand to be the 
desire of the committee, which is not to hear so-called professional 
association witnesses at this time, but to hear from actual operating 
businessmen who can tell you about their businesses and apply these 
theoretical questions that we have been discussing. 

Mr. Kettey. That is correct. 

Mr. Roosrvetr. Mr. Chairman, if I may go on, then—— 

Mr. Kewiey. Go ahead. 

Mr. Roosevett. May I emphasize, however, that the Kelley bill and 
the administration bill would exclude the type of business which Mr. 
Bowling has described in full in this presentation and that therefore 
in summary the only reason that he is here is to back up the general 
contention or fear that if the law was enacted in this form, that it 
would eventually reach his size of business, because actually we are 
protecting small business under the proposals which have been made. 

And you understand that. 

Mr. Quintan. Mr. Chairman, I do not want to impose on the com- 
mittee by restating what I have in my general statement, which I said 
I was not going to read. But I believe these points are dealt with in 
our general statement on behalf of the Asociated Retail Bakers of 
America, and in that we respectfully submit to the committee that it 
would be unsound, as a matter of principle, to leave this concept that 
you have so carefully embodied in the act, which was put in originally 
in 1938 and which was restored again in 1949, after it had been dis- 
torted by interpretations of the Wage and Hour Division, of leaving 
what are inherently local retail and service establishments under State 
or local control, if any, and not attempting to subject them to Federal 
control. 

Once you impair that principle, on the basis of whatever dividing 
line you might draw as to size, we feel that all of our local retail 
businesses are threatened, regardless of their size, that ultimately we 
are bound to have a proposal that we be brought under as well. 

Mr. Roosrvert. I respect the gentleman’s statement of principle, 
although I thoroughly disagree with it, and I think that the Congress 
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in the past, in the operation of the National Labor Relations Board 
and other acts of that kind have rejected the gentleman’s principle. 

I feel it is up to the Congress to protect the small-business people, 
that that is what these bills do, and that any ensuing Congress would 
have the same obligation. 

You have a fear which you have expressed, and I am not arguing 
your right to express it. But I am pointing out that the practical 
applic ability of the Kelley bill does not reach the kind of witnesses 
which you have now brought before this committee. 

I would further like to ask what percentage of your association or 
the people in your industry would be excluded by the provisions of the 
Kelley bill? 

Mr. Lanprum. Will the gentleman yield on that point? 

Mr. Roosrvetr. Could I get an answer to my question first ? 

Mr. LANpruM. Surely. 

Mr. Quinutan. We do not know precisely, Mr. Roosevelt, what 
that percentage would be. I can say to you that predominantly the 
retail bakeries in the country would not be brought under it, in my 
judgment and impression, by the Kelley bill, but we are nonetheless 
concerned about the threat that would be involved of the ultimate 
destruction of the exemption. 

Mr. Rooseveir. I understand that. And I yield. 

Mr. Lanprum. Let us see if I am misunderstanding the Kelley 
bill. Section 13, the section to which you direct your principal testi- 
mony today 

Mr. Qurnuan. Particularly section 13 (a) (4), Mr. Landrum. 

Mr. Lanprum. Section 9 of the Kelley bill, which deals with ex- 
emption, amends section 13 of the present Fair Labor Standards Act, 
which contains numerous exemptions from the minimum wage and 
maximum hours and the child-labor provisions of the act. 

Subsection (a) of this section 9 strikes out eight of the exemptions 
from the minimum wage and maximum hours provisions of the Fair 
Labor Standards Act that are now provided for in section 13 (a) 
of the act. 

The first one, under clause 4, is: “* * * applicable to employees of 
certain retail establishments proc ‘essing goods.” 

If I understood what Mr. Bowling was saying, it is that he proc- 
esses the goods which he retails, he processes them in the back of his 
establishment. Is that right? 

Mr. Bowirna. That is right. 

Mr. Lanprum. And the Kelley bill just on the slightest strain of 
interpretation, the Kelley bill would bring him under it. 

Mr. Quintan. I stand corrected. If the Kelley bill would delete 
section 13 (a) (4), it would remove the exemption for all of these 
gentlemen and all retail bakeries regardless of size. 

Mr. Roosrveir. I would like to know if it is the opinion of counsel 
whether the general exemption would not apply to the retail people 
in the business, no matter what kind. 

Mr. Hotianp. This deletes the present provision of 13 (a) (4)? 

Mr. Rooseveir. That is correct. 

Mr. Hortztanp. Which permits the establishment which manu- 
factures on its premises to qualify as a retail establishment. 
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And this would eliminate the qualification as a retail establish- 
ment, and hence the overall application of the $500,000 volume of 
sales would have no 4p ation. 

Mr. Quinuan. Mr. Chairman, then under that each of these four 
gentlemen would lose his present exemption. 

Mr. Roosrverr. Then, Mr. Chairman, I would like to go on record 
in saying that it is my understanding that in the chairman’s bill, on 
page 8, the provision that starts on line 10 and ends on line 21 would 
have applied to each and every enterprise covered by the bill. 

If that is not so, then I would certainly insist that that exemption, 
that $500,000 exemption, should be applicable to each and every firm 
or enterprise which might come under the bill. 

Mr. Grirrtn. Will the gentleman yield ? 

Mr. Roosrvert. I will be h: appy to. 

Mr. Grirrin. I just want to put my word in to this extent. 

I think this demonstrates how pertinent their testimony is and 
how every retailer in America, regardless of his size, is interested in 
this legislation that we are considering now. 

Mr. Roosrvetr. I would agree with the gentleman completely. 

Mr. Grirrin. Let me make ee point that the bill at the present 
time talks in terms of $500,000, but there is no assurance that at some 
point in our de liberation some body is not going to make an amend- 
ment that it will be $300,000 or $250,000. Because that is a possibility 
and because any one of these sections can be affected by our deliber- 
ations, I think every retailer in America is rightly interested and 
might well be wanting to present his case biel this committee. 

Mr. Roosrveur. Let me make it very clear. I do not object to the 
gentleman’s appearance. All I am trying to point out is that 7 as 
it seems to have been made, that the bill 1s not drawn today so as to 
provide a flat exemption of all those whose volume is less than $ $500. 000, 
then I am very glad to have the information and will cert: Linky keep 
it for the time when we come to write on the bill. 

Mr. Grirrin. I think my remarks ¢ are more in defense of the fact 
that they do have a proper place at our hearing today, and just because 
the bill at the prese nt time talks in terms of $500,000, I do not think 
we should question the appearance of these gentlemen, in my own 
feeling. 

Mr. Ketiey. We will not deny them a hearing. As I say, we wel- 
eome their appearance. 

Mr. Roosrvett. As I pointed out, it is important for us to know, 

when we are talking about removing exemptions, if we put back an 
exemption such as the $500,000, just how effective that exemption is 
on the industry. That is why I asked you just how many in the 
industry would be reached by that exemption, if you put it back in. 

I think if it is possible for you to get a more precise statistical esti- 
mate of the number of firms to be included or excluded, provided the 
$500,000 was set at the exemption, I think it would be helpful to the 
committee. 

Mr. Quintan. We will try to get that, sir, and submit it. 

Mr. Lanprum. Mr. Chairman, m: iy I ask a question of the counsel 
here / 

Mr. Kewuey. Yes. 
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Mr. Lanprum. In the retail establishment operated by Mr. Bowl- 
ing, your client, do you now consider him to be exempt under the 
present act because of sec tion 13 (a), clause (4) ? 

Mr. Quintan. Yes, sir. That is the exemption on which we 
depend. 

May I add, Mr. Landrum and Mr. Chairman, that we thought from 
1938 on ve at our neighborhood retail bakeries were exe mpted by seec- 
tions 13 (a) (2) and 13 (a) (3), which were in the act from the 
beginning. But gradually we realized that the Wage and Hour Divi- 
sion was putting out interpretations which first cast a doubt on the 
exemption of various local retail establishments which had thought 
themselves to be exempt, and then clearly indicated, in our case, that 
we were not exempted because we made what we sold. The Division 
said we were not retail establishments at all, that we were manufac- 
turing establishments, and that therefore Congress never intended to 
exempt us in 13 (a) (2) and (3). We presented that problem to the 
House and the Senate in 1949, and the result was the enactment of 
section 15 (a) (4), to make it clear, in the face of those interpreta- 
tions, that these establishments were exempt, in the language of that 
subsection 
notwithstanding that they make or process at the retail establishment all or 
part of the goods they sell. 

Mr. Lanprum. And now section 9 of Mr. Kelley’s bill, H. R. 4575, 
states specific: ily, in section 9 (a): 

Subsection (a) of section 13 of such act is amended by striking out 
clauses * . 
and the first one mentioned is (4). 

Would that not then eliminate the exemption that Mr. Bowling 
njoys presently and bring him under it regardless of the dollar 
volume of his sales? 

Mr. QuiInLaNn. Exactly, sir. 

Mr. Roosrvetr. If you will yield for a second—— 

However, does not. the language of the bill if you have it, say ex 
actly what Mr. Landrum says but adds: “* * * respectively, and 
by amending such clauses to read as follows:” ? 

You see, it does not knock out the clause but simply amends the 
clause. 

Mr. Lanprum. I beg your pardon. It states in section 9 (a): 

Subsection (a) of section 13 of such act is amended by striking out clauses (4), 
(8), (9), (10), (11), (12), (18), and (15), thereof, by renumbering clauses (1), 
(2), (3) * * * 
and skips (4) and takes up (5) and it does not renumber (4) at all. 

Mr. Quinuan. Mr, Chairman, that would put us back where we 
were prior to the 1949 amendments, with the Wage and Hour Division 
interpreting the law so as to deny these gentlemen their exemption 
and with the Wage and Hour Division having several lower cour‘ 
decisions in support of that point of view. 

Mr. Roosrvetr. Rather than going to that, I think it would be help- 
ful if the committee counsel would be good enough to examine that 
for the benefit of the committee and give us an interpretation. 
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Mr. Quintan. Might I point out, Mr. Chairman, in the meantime, 
that on page 7 of the bill H. R. 4575, lines 22 and 23, it is provided 
that: 

Subsection (a) of section 13 of such act is amended by striking out clauses 
(4) *** 
and so on, therefore wholly deleting the exemption that we are here 
to support. 

Mr. Roosrvetr. Yes, sir; I think you have a point there, and I think 
we should get a statement. 

Mr. Ketiry. Counsel is here. Do you want to explain to him what 
you want ¢ 

Mr. Roosevetr. Yes; just a second. 

[ think it also should be put into the record that the committee does 
owe to all small-business people the right of writing into a bill, should 
a bill be decided upon, a provision which would relieve individual 
concerns from the fear of not knowing whether they were or were not 
under the bill. A way must be found so that there is not a potential 
retroactive penalty which would be incurred simply because somebody 
in good faith thought he was not under the bill and therefore did not 
comply with it. Certainly I hope that the subcommittee will give as 
much thought and attention to that also. 

Mr. Ketxiey. Mr. Landrum. 

Mr. Lanprum. I have nothing now. 

Mr. Ketiry. Mr. Griffin. 

Mr. Grirrin. I have nothing further, Mr. Chairman. 

Mr. Ketrry. The chairman of our full committee is here himself. 

Thank you very much, Mr. Bowling. 

Mr. Bowne. Thank you, gent tlemen. 

Mr. Qurxtan. Mr. Schupp is next, Mr. Chairman. 

Mr. Kerry. All right, Mr. Schupp, you may proceed. 


STATEMENT OF CHARLES J. SCHUPP, PARTNER, SCHUPP’S PASTRY 
SHOP, KENSINGTON, MD. 


Mr. Scuvrr. My name is Charles J. Schupp, and I reside in Ken- 
sington, Md. My wife and I, as a partnership, operate Schupp’s 
Pastry Shop at 5542 Connecticut Avenue NW., Washington, D. C. 
I am president of the Associated Retail Bakers of America. 

We operate a typical retail bakery, doing our own baking on the 
premises and selling all our products over the counter with very few 
exceptions. We do make deliveries on rare occasions to churches 
which are located in Maryland, but we only do business from the 
bakery. 

I manage the business in general and work in the bakeshop, and 
we do all the clerical work, including typing my own letters, both 
business and association letters. Mrs. Schupp works in the store and 
is in charge of the store employees. 

In the store we have 4 full-time employees and 4 part-time school- 
cirl employees. 

The lowest wage rate in the store is $1 per hour, which applies to 
most of the schoolgirls, and is the starting wage for the full-time store 
employees. The highest rate in the store is $1.50, which is reached in 
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brackets of 121% cents an hour over a period of time. Our employees 
receive 1 week’s paid vacation. 

The store is open from 9 to 7, Tuesday through Saturday, and from 
9to2on Sunday. We are closed on Monday. 

The store girls work in st: ges, some of them starting at 9 and others 
at 10 and leaving at 6 and 7 in the evening, so that with an hour for 
lunch they work 8 hours a day and 5 on Sunday, making a total of 45 
hours a week, 

In the bakeshop we have 3 porters, and their rate is $1.10 per hour. 
We have 8 other employees in the bakeshop, receiving from $1.35 an 
hour to $1.80 an hour for regular employees, $2 an hour for the assist- 
ant foreman, $150 a week plus a $1,000 Christmas bonus for the cake 
decorator, and $160 per week for the foreman, plus 1 week’s paid vaca- 
tion, Christimas bonuses, and a vacation fund on which I contribute 
6 percent of the total amount the employees pay into that fund. 

The working hours of the bakeshop employees are flexible, ranging 
from 43 to 60 hours s per week, and averaging slightly below ’50 hours 
per week. 

We have a night shift and a day shift in the shop. The shift 
starts at midnight, with the captions of Friday and Saturday nights 
when they start at 11, and the day shift starts at 6 during the week ‘and 
at 5 on Friday and Saturday. However, the number of hours worked 
by each shift is flexible, which is typical of our business because our 
products are highly perishable and the demand is variable and it is 
impossible for us to stop at a certain time like a production line. 

We have the usual mechanical mixers and bun dividers, but our 
shop is handcraft. 

Regarding our raw materials and supplies, about 90 percent is pur- 
chased locally and 10 percent in other States, and some of the flour 
which is purchased locally is earmarked for us when it comes into the 
local warehouse. 

I do not believe we could live under a 40-hour overtime provision, 
because of the nature of our business and the perishability of our prod- 
ucts, and the variable and flexible demand, with the big demand at 
weekends and holidays that enables us to make a profit. 

Mr. Ketter. Are there any questions ? 

Mr. GrirF1n. What is your gross annual sales approximately ? 

Mr. Scuupp. Last year it was $171,000. 

If I may say so, we have been asked to open many branches all over 
the Washington area. If we would only open 3 of them we would 
come under this clause, so you can appreciate how we feel. 

Mr. Grirrin. Thank you. I have no further questions, Mr. Chair- 
man. 

Mr. QuintAn. Mr. Chairman, might I explain that we are trying 
to give you here a picture of what a ‘retail bakery is and how it oper- 
ates. We think these specific examples will, c ‘learly demonstrate some 
of the points I made in my statement, one of the salient ones being 
that a bakery requires more than an ordinary straight-time w orkweek 
because of the way it operates and what it does, and that those longer 
straight-time workweeks have contributed to building up a structure 
of relatively high straight-time rates. 

So it is going to create a problem if we have to have superimposed, 
on those existing wage structures, a time and one-half premium pay 
requirement based on a 40-hour workweek. 
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In fact, under the NRA, when the wholesale bakeries had a 40-hour 
week, the NRA code provided a 44-hour week for so-called semi- 
handcraft bakeries and 48 hours for handcraft, the type of bakeries 
ve are talking about in connection with this exemption. 

Thank you, Mr. Chairman. 

Mr. Roosrvetr. Suppose that you did open 3 or 4 stores, Mr. Schupp, 
or let us say, in excess of 4—because my intention would be to use 
that exemption of 4 also—would you not have the possibility of : 
somewhat different operation if you had 4 branches? Might you met 
service them from 1 place and have a truly retail manufacturing op- 
eration in 1 and a truly retail selling 1 in the others? 

Mr. Scuvrr. I can understand your question, Congressman Roose- 
velt, but if I retained the kind of business that I have had since I have 
been in business for over 20 years, I could not go into mechanization, 
I would have to change into other lines. 

Mr. Roosrvetr. But in order to operate it more profitably, you 
would not actually create what in essence would be a wholesale opera- 
tion to distribute to your full retail operations if you got to that size; 
is that not correct ? 

Mr. Scuurr. We originally started on Colorado Avenue and then 
we moved to Connecticut Avenue. We have given up our first branch 
because we produced the same products on Connecticut Avenue after 
2 years and delivered over there, and we learned that we paid a penalty 
for the privilege of selling in two locations because of the added ex- 
pense of delivering and soon. The fact that we had two places at that 
time did not in any way reduce our labor cost. 

Mr. Roosevetr. Then how does the wholesale end of the business 
survive, if that is so? 

Mr. Scuupr. The wholesale business has mechanization. 

Mr. Rooseveir. Would you not go to mechanization, too, if you had 
4 or 5 plants? 

Mr. Scuurr. The nature of our business is handcraft. 

Mr. Roosrver. I agree with that, when it is an individual business 
as you have described it. But, obviously, where there are several loca- 
tions, there must be, there is proved to be an opportunity for the whole- 
sale baker to deliver to these multiple places. 

Mr. Qurnuan. May I explain what a wholesale baker is, Mr. Con- 
gressman. 

And I might say I have been associated with both branches of the 
industry. I was with the American Bakers Association, which is pre- 
dominantly wholesale, before I came with this group. 

The wholesale baker has a lar ge bakery which is generally highly 
mechanized compared with the kind of operation we are talking about 
here. 

Mr. Roosevett. That is correct. 

Mr. Quinuan. He sells his products at wholesale. He has a rela- 
tively small line of products and they are relatively standardized, a 
few loaves of bread, a few cakes or pies, and that sort of thing. It is 
not a wide and constantly changing variety of handmade products 
such as these men handle. He makes those streamlined, relatively 
standardized products in a mechanized plant and sells them at whole- 
sale to retail grocers and to institutions, not through his own outlets. 

There are some multiple unit retail bakers, so-called, who will 
have a number of retail stores of their own and they may bake at each 
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store, and really they are separate, self-contained units then, although 
the baker happens to own two or more of them. Or he may have a 
successful store, and open a second store, and produce all of his prod- 
ucts at the original bakery for both stores, but he does not change the 
kinds of products he makes or the degree of mechanization. Or he 
may bake at each store but bake at one of them some certain item for 
all of his stores. 

Or he may, in the case of larger multiple unit retail bakeries, have 
a central bakery removed from any of the stores in local retail neigh- 
borhoods, and serve all of them in his own trucks. 

Mr. Roosrveit. That is exactly what I was getting at. 

Mr. Qutntan. But section 13 (a) (4) does not exempt those opera- 
tions, in the view of the Wage and Hour Division, according to its 
terms. 

In the House-Senate conference, when section 13 (a) (4) was being 
considered in 1949, a phrase was inserted, “at the retail establishment,” 
to prevent the exemption being extended to a large operation that had 
a large central manufacturing plant. 

Mr. Roosrvetr. May I interrupt you there? 

You are not coming before this committee and asking that that be 
removed; you are perfectly willing that that stay in the law, are you 
not ¢ 

Mr. Quintan. We think that, as it now stands, some operations that 
should be exempted are not. We think that limitation has gone too 
far as it has been applied by the Wage and Hour Division, but it has 
not assumed the proportions of a serious problem as yet. 

The people who may be affected by that have not indicated any dis- 
tress, and the matter has not been litigated. 

So we think it would be quite premature, Mr. Roosevelt, to try to 
submit that to you now as a problem. The industry is quite content 
to rest on section 13 (a) (4) as a feasible and practical exemption. 

I might add also that the American Bakers Association, which rep- 
resents the wholesale bakers and larger companies in general of all 
kinds, although their members do not have the advantage of this 
exemption, if it is an advantage, nevertheless recognizes that these 
local neighborhood retail bakers should be exempt. Even though 
ther members are not exempt, they have urged the retention of 
section 13 (a) (4). 

Mr. Roosrverr. Thank you, sir. 

Mr. Ketiey. Do you have any questions to ask of Mr. Bowling? 

Mr. Horr. No, I do not. 

Mr. Ketiry. Who is next, Mr. Quinlan? 

Mr. Qutnuan. Mr. Benkert, Mr. Chairman. 

Mr. Ketirey. You may proceed, sir. 


STATEMENT OF JOHN M. BENKERT, PROPRIETOR, BENKERT’S 
BAKERY, GREAT NECK, LONG ISLAND, N. Y. 


Mr. Benkert. Mr. Chairman, my name is John M. Benkert, and 
I am the proprietor of Benkert’s Bakery, Great Neck, Long Island, 
N. Y. I am a past-president of the Associated Retail Bakers of 
America. 

I have a neighborhood retail bakery and have been in this business 
since 1926. We produce a full variety of bread, cakes, pastries, birth- 
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day cakes, fancy cakes and rolls. All of that is produced in the 
back;.f in the shop behind the store. I am actively in charge of the 
bakery. 

In the store we have a manager, who is in charge, and six sales- 
girls. The lowest wage rate in the store is $1.20 per hour. And 
some receive $1.25, and the head girl receives a bonus yearly. The 
salesgirls wear uniforms, which we furnish. They get 3 weeks’ paid 
vacation, 7 holidays a year, and are covered by disability insurance, 

They work from 35 to 44 hours a week, and their hours change 
because a girl may want to be off an extra day or work 7 hours one 
day and 8 hours the next, although our store is regularly open from 
7 a.m. to 7 p. m. 6 days a week and closed on Sundays and holidays. 

In the DARED our wage rates are $2.12 an hour for a helper, 
$2.21 for a second hand, $2.31 for a first hand; 3 rere Ene vacation, 
7 holidays, and welfare benefits amounting to $10.50 per week per 
employee. I also have two porters, one getting $90 a week and the 
other $65 a week for an 8-hour day, 6 days a week, plus the 3 weeks’ 
paid vacation and 7 holidays and $10.50 a week fringe benefits, 
except that one of the porters, who is not a union man, does not get 
the fringe benefits. 

Our bakeshop emp loyees are under a union contract, and they 
work a 48-hour straight-time workweek. 

I do my own clerical work, with the exception that I have an 
accountant who comes in once a month to go over the figures. 

Regarding interstate commerce, about 60 percent of cur flour comes 
directly from outside the State, but the rest of our supplies come 
from local suppliers. The total amount of supplies bought inter 
state amounts to about 7 percent, dollarwise; 90 to 95 percent of our 
own products are sold over our counter, and the rest, such as coffee 
cakes and pies, to neighborhood restaurants within 2 or 3 blocks from 
our store. 

Even without the Federal wage-and-hour law, the profit outlook is 
not very bright, because we absorbed a wage increase the first of the 
year, and the 3 weeks’ vacation will be definite ‘ly an extra expense 
compared with 2 weeks which we had last year. We had 6 paid holli- 
days and now have 7. We paid $9 for fringe benefits and that was 
increased to $10.50. It doesn’t look too bright for the future from 
the profit angle. 

The 40-hour overtime provision would affect us very badly. I am 
only paying overtime after 48 hours, and the Federal law would 
definitely be a hardship. In fact, as to most of the small bakers in 
our area, and there are 250 of them covered by the same Bakery Union 
No. 3, they are struggling right now, and I do know that for a fact 
they can hardly stand it now, and many would be out of business in 
a short time if we had to go into that. 

I also personally feel that the small-business man is burdened 
enough with records, with union delegates, with union welfare funds 
benefits, and we have to keep and file records on it. I think it is just 
about all a small-business man can take. 

We are strictly handcraft; we have no machines except mixing ma- 
chines and a dough she i 

Thank you very much, 


Mr. Keutry. Are Bina. hie questions? If not, we will hear from 
Mr. Dudt. 
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STATEMENT OF LOUIS J. DUDT, PROPRIETOR, DUDT’S SOUTH HILLS 
PREMIER BAKERY, PITTSBURGH, PA. 


Mr. Dupr. Thank you, Mr. Chairman. 

My name is Louis J. Dudt. Mrs. Dudt and I, as a partnership, 
operate Dudt’s Bakery in Pittsburgh, Pa., which is a neighborhood 
retail bakery. I am a past president of the Associated Retail Bakers 
of America. 

We make and sell pies, pastries, cakes, bread, and rolls. We have 
been in business since 1922, 35 years. I supervise the bakeshop, and 
Mrs. Dudt supervises the store. 

In the store we have 8 regular girls, 1 of whom is the supervisor, 
and 4 part time. They are not depende i on their earnings. All are 
members of families that have additional earnings. 

The lowest wage rate in the store is $1 per hour, and the highest 
is $1.50. 

Qur store is open from 8 in the morning to 6 in the evening, 5 days 
a week, Sundays and Mondays excluded. The store employees work 
40 hours per week. 

In the shop we have 10 male and 6 female employees. Of the male 
employees, 2 are cake mixers, 1 a bread mixer, 4 are bench hands, 2 
are oven men, and 1 is a helper. Of the girls, 1 washes utensils, and 
the others do icing of cakes and other details in the finishing of prod- 
ucts. We als SO have a porter. 

The porter’s pay is $80 a week, and he works about 9 hours a day, 
or 54 hours a week. I do not tell him when to come to work. He has 
been with me 28 years. He starts at 6:30 in the morning, and leaves 
at 4or4:30. Te doesn’t have to be looked after. 

The lowest wage rate in the shop is $1.25, and the top is $2.50 per 
hour, except for the supervisor who receives $3 per hour, in addition 
to vacations with pay and bonus at Christmas. 

We operate as far as the bakeshop employees are concerned 8 hours 
per day; 1 week we operate 5 days, or 40 hours, and the next, or al- 
ternating week, we operate 6 days or 48 hours, so that we average 
4 hours per week per man. 

What I do is have just half of the bakeshop work force every Mon- 
day, so as to give each employee every other Monday off. 

One man comes in at 2 o’clock in the morning, and another at 3, 
we have one at 6, and the balance of the crew come in at 7, but all 
work the same number of hours. 

If you are wondering how I can manage in the retail bakery busi. 
ness to have my bakeshop people work only 40 hours every other week, 
the answer is that I can’t, at least not without the hards hip I am now 
suffering. I find that it has worked a definite hardship on me, and 
I would be very willing to furnish operating statements for the years 
1955 and 1956 to corroborate this. 

My shop labor costs 5 years ago were 13 percent, and at the present 
time they are 24 percent; that is quite an increase, and it certainly 
hasn’t done our business any good. 

Our biggest competition 1s the housewife, and if we have additional 
cost in the : shop we are going to have to increase our selling prices on 
bakery products that can be made at home, and it is going to increase 
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home baking, and is going to force bakeries out of business We can 
price ourselves out of the market. 

We have a mechanical mixer and dough sheeter and a bun dividing 
machine and other than that everything is done completely by hand. 
Insofar as the type of products that we make in retail bakeries, there 
are no machines available to produce them. This has been and still is 
a handcraft business. 

Mrs. Dudt takes care of all the bookkeeping and office work. the 
correspondence, and so forth in our business. 

Dollarwise, 90 to 95 percent of our raw materials are purchased 
from local merchandise warehouses, and delivered out of those to our 
place of business. About 5 percent, such as coloring and spices, comes 
interstate. 

Our products are sold 100 percent over the counter in one store. 

Thank you. 

Mr. Kewiey. Are there any questions of Mrs. Dudt? 

Mr. Roosrvetr. Do your employees belong to the union, too? Your 
bakeshop employees ? 

Mr. Dupr. No; they belong to no union, Mr. Roosevelt. 

Mr. Roosevetr. Perhaps I should not ask you this question; your 
counsel perhaps will answer it. 

What percentage of the industry is unionized ? 

Mr. Qurnuan. We do not know, Mr. Roosevelt, except that the 
unionization would tend more toward the metropolitan areas and less 
in the rural areas. I would say a very substantial part of the industry 
is under union contracts, but I do not know how much and I do not 
know any way that it could be determined. I do not know any one who 
would have such figures. 

Mr. Ketxiey. Will the gentleman yield? 

Mr. Roosrvett. Yes. 

Mr. Keiiey. Mr. Holt. 

Mr. Hout. How many bakers belong to your association, and what 
size are their businesses ? 

Mr. Quinuan. We have two types of membership, Mr. Holt. This 
is a combination of direct membership and federated or affiliated 
memberships. 

We are sorry that the percentage of the association members is 
quite small in relation to the total number of retail bakeries. 

There are approximately 1,200 so-called regular members who are 
directly on the mailing list, who receive all communications directly 
from the association as aoe In addition, there are 33 regional, 
State, and local bakers’ associations which are affiliated with ARBA, 
Their members, in turn, are affiliated members of ARBA. 

The total of the 2 types of memberships, eliminating duplications, is 
an estimated 3,100 bakeries. 

We do not have a precise figure on the total number of retail bakeries 
in the country because we have an unsatisfactory situation with the 
Bureau of the Census, which I will not impose on you now. We are 
having trouble with the standard industrial classification. There 
may be as many as from 15,000 to 16,000 retail bakers, although we 
suspect that a lot of those may be perhaps, for example, cases of a 
veteran who had bought a doughnut machine. 

But that, in general, is the picture. There are perhaps 15,000 or 


16,000 retail bakeries, with about 3,100 belonging to the association. 
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But I should point out, to make my answer complete, that this as- 
sociation honestly endeavors to represent the interests, the views, and 
the facts as to all retil bakeries, not just its members. All informa- 
tion concerning governmental matters, including this one, is released 
by ARBA to the entire industry through the trade papers. 

Nonmembers have attended the conventions and this matter has 
been thoroughly dise ussed and reported. 

So I think it is fair to say that retail bakeries generally know about 
this and know precisely what ARBA is doing and presenting. 

Mr. Hour. What is the average size of your members’ businesses? 

Mr. Qurntan. I would say we have here a fairly representative 
group, except that many of the bi ikers, who do not belong to anything, 
are considerably smaller. I could not give you an average; perhaps 
one of these gentlemen could. 

Mr. Hour. How many employees does an average member have? 

Mr. Bow.rna. I would say the average, Mr. Congressman, through- 
out the country, would be 3 to 4, including the husbands and the wives 

Mr. Hour. Are you referring to those that belong to your associa- 
tion ? 

Mr. Bow.ine. Yes. 

Mr. Hour. Thank you very much. 

I thank the gentlem: n for yielding. 

Mr. Roosrverr. Mr. Chairman, I would like to finish by saying that, 
as far as I am ueenee the purpose of those who are interested in 
extending the minimum wage law coverage was not to reach the type 
of witnesses that we have had here today. I would certainly like to 
go on record as saying that I consider all of these witnesses to be 
clear ly in the small business category, who should be exempted. 

Mr. Keriry. That is the opinion of the chairman, too. 

Mr. Grirrixn. Mr. Chairman, may I ask a brief question ? 

Mr. Ketter. Yes, Mr. Griffin. 

Mr. Grirrin. Your testimony, Mr. Benkert, brings to my mind a 
question which perhaps your counsel would like to answer. 

In New York you si ay 150 bakeries are covered by this bakery union, 
local No. 3. What percentage of the bakeries is that ? 

Mr. Benxerr. Mr. Congressman, I wanted to answer Mr. Roosevelt 
before. 

In New York City, about 90 percent of all retail bakers are union- 
ized. When I spe: a ‘about 150 [ mean by locality. 

Mr. Grirrin. Now I will ask my next question. 

Referring to the provision for 48 hours of straight time in your 
contr: < is that uniform throughout your industry ? 

Mr. Benxerr. In our contract it 1s uniform, but some sections of 
the city have a 44-hour week. 

I want to point out one more thing. 

Last year, when we negotiated a union contract, even the union 
leaders realized 

Mr. Grurrin. Mr. Chairman, I would just like to have you hear what 
he is saying, because 90 percent of the retail bakeries in New York 
are unionized, and he is going to remark as to what the unions think 
about time and a half for overtime. 

Mr. Benxerr. We negotiated a union contract last year over a 
period of 3 weeks—it was very hot—and even the union leaders 
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realized that we could not operate and stay in business on a 40-hour 
week at time and a half after 40 hours. They gave us 48 hours be- 
cause they knew very well that we could not stay in business and pay 
$10.50 to the welfare fund of the union if we were to succeed. That 
is because we mainly cannot go on a 40-hour week because we have 
not got enough skilled men to hire. There is a scarcity of skilled 
bakers. So we have to operate 48 hours, and I was very glad that 
even the union realized that fact. 

Mr. Roosrvetr. I am glad to hear that too, because I believe that 
any responsib le union is not going to put the source of the employme nt 
of their people out of business, and if they become that irre spons ible, 
then they do not do a service to the con munity, and I am very happy 
to hear it. 

Mr. Benxerr. That is correct. 

Mr. Grirrin. Thank you for answering my questions. 

Mr. Ketitxy. Thank you very much, ge nitlemen. We appreciate 
your coming here, and we welcome your testimony. 

Mr. QuInLAn. Might I just add one thing, Mr. Chairman. We 
made a definite effort to ascertain that these examples which we have 
given you were typical of retail bakeries, and I am satisfied that they 
are. 

Mr. Kevtiey. The committee will stand adjourned until next Tues 
day, at 10 o’clock. 

(Thereupon, at. 12: 10 p. m., the committee recessed to reconvene 

10 a.m., Tuesday, April 2, 1957.) 
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TUESDAY, APRIL 2, 1957 


HousE or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS, 
or THE CoMMITTEE ON EpUCATION AND LABOR, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to adjournment, in 
room 429, House Office Building, Hon. Phil M. Landrum presiding. 
Present: Representatives Landrum, Roosevelt, Holt, and Griffin. 
Mr. Lanprum. The subcommittee will come to order. 
This morning we have Mr. Al Hartnett, the secretary-treasurer of 
the International Union of Electrical, Radio and Machine Workers, 
AFL-CIO. 


STATEMENT OF AL HARTNETT, SECRETARY-TREASURER OF THE 
INTERNATIONAL UNION OF ELECTRICAL, RADIO, AND MACHINE 
WORKERS, AFL-CIO; ACCOMPANIED BY KEN PETERSON, LEGISLA- 
TIVE DIRECTOR FOR THE UNION 


Mr. Lanprum. Mr. Hartnett, will you identify yourself and your 
associates for the record and proceed as you desire. 

Mr. Harrnerr. I am Al Hartnett, secretary-treasurer of the Inter- 
national Union of Electrical, Radio and Machine Workers, AFL 
CIO. I am accompanied by Mr. Ken Peterson who is legislative 
director for the International Union of Electrical, Radio and Ma- 
chine Workers, AFL-CIO, 

Mr. Chairman, we are most anxious to take advantage of this op- 
portunity to speak on behalf of extension of coverage of the Fair 
Labor Standards Act. In our judgments, you cannot fail to agree 
that the plight of workers in uncovered jobs is one of the most serious 
economic injustices endured by a significant portion of our popula- 
tion today. Action by Congress is both i imperative and long overdue. 

Our organization is regarded by many, justifiably, we believe, as 
a pioneering union, which during the comparatively brief years of 
its existence has been at the forefront of m: ny causes dealing largely 
with questions of principle. 

We were very gratified by the general sentiments of approval and 
admiration expressed by the public and the national press at the re- 
cent announcement by our president, Mr. James B. Carey, of the adop- 
tion of our code of ethics which is our statement of principles by 
which the actions of all our membership and staff are to be judged. 

A brief quotation from this code of ethics, is, I believe, highly rele- 
vant to the matter before us presently and explains in a measure our 
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great and sincere interest in the extension of Fair Labor Standards 
coverage : 

To consider ourselves as citizens first and IUE members second; to seek the 
good of the majority, not the aggrandizement of a privileged minority; to seek 
Federal and State legislation toward these goals and toward the expansion of 
political, social and industrial democracy. 

It is in this spirit that we address ourselves to this committee today 
as an organizatiofi with a great stake in the welfare of the Nation 
as a whole and a special responsibility to attempt to safeguard or 
obtain the rights of any working person. We are duty and con- 
science bound to raise our voice in behalf of that segment of our 
population which is being most severely exploited. 

Nearly 20 million Ame sricans, one-third of the workers in our 
Nation, are now paid less than $1 an hour. 

Most of them are earning less than $40 a week and are trying to 
provide a livelihood for themselves and their families on that tot ‘ally 
inadequate income. Surely there is no responsible person or group 
that would suggest that such a pitiful sum can provide anything but 
a life of grinding poverty and insecurity. 

Indeed, all responsible bodies that have studied the matter have 
calculated that an income of at least twice that amount is necessary for 
a minimal standard of decency. 

Despite our concern for the great hardships endured by all of these 
20 million human beings, we find that about 10 million of the substand- 
ard workers are engaged entirely in intrastate enterprises as defined 
by the law, and are, therefore, not within the jurisdiction of Congress. 
We shall strive later to find other means to assist them. 

But about 10 million of these workers are associated with interstate 
businesses and are undeniably subject to Federal jurisdiction. It is 
their plight which we urge you to consider, their interests which we 
exhort you to serve. We want coverage extended to them. 

The testimony of Stanley H. Ruttenberg, director of research of 
the AFL-CIO, has already been presented to this committee. We 
believe that it makes abundantly clear and proves beyond a doubt that 
millions of Americans are being grossly exploited. That is something 
that must scandalize any person with even a vestige of humanitarian 
feeling and a sense of being involved in the fate of his fellows. 

Familiar as I am with the problems of working men and women, 
I must admit ‘that I was both surprised and horrified by Mr. Rutten- 
berg’s examples of the kinds of situations which literally millions of 
American families must endure. 

When the results of the AFL-CIO special research groups’ report 
are digested and analyzed, a number of extremely unpleasant and even 
sordid facts are brought to us in the horrifying colors of an unlovely, 
unwelcome truth. 

Millions of Americans simply cannot buy enough to eat, although 
employed steadily. In case after case and in communities as far 
removed from each other as North Carolina, Pennsylvania, and Mis- 
souri, investigators found families of wor king pe ople living in condi- 
tions quite beyond the imagination of the majority of us who live, to 
a varying degree, in circumstances of comparative ease and com- 
placently imagine that all Americans must share with us the avail- 
ability of at least the minimal necessities of life. 
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Unfortunately, this pleasant phantasy of a land of milk and honey 
for all simply does not correspond to the stark reality. Far too many 
of our fellow citizens eke out their meager existence in situations of 
a blighted, poverty-ridden present and an utter lack of hope for some 
adjustment which would enable their circumstances at least to ap- 
proach the level which all Americans must believe is their birthright 
and their destiny. 

It is difficult to credit the fact that the families of hundreds of thou- 
sands of American workers cannot afford meat in their diets more 
than once or twice a month. 

Similarly, is it not a grave national scandal that a working mother 
supporting her children can, by the most careful and painstaking 
budgeting, barely provide 2 quarts of milk a week for each of her 
undernourished children ¢ 

All these people who were interviewed were quick to point out how 
bringing their salaries up to the current minimum of $1 per hour under 
the Fair Labor Standards Act would assist them greatly. In sup- 
port of their contentions may we point out some of the wage rates 
which are typical of workers in uncovered categories : 

Sales clerks in department stores oftentimes, 388 to 73 cents an 
hour for workweeks of 41 to 4714 hours; chain ‘drugstore clerks re- 
ceive 39 cents an hour for a 55-hour week; hotel elevator operators 
receive 3714 cents an hour. 

These figures are representative and constitute only a fraction of 
the workers who are affected by the lack of a Fedral law to protect 
them. 

We also appeal to the committee from the point of view of an 
approach to a practical problem in economics. It is immediately 
apparent that an automatic rise in the incomes of 10 million Americans 
will produce a corresponding increase in purchasing power. But 
another aspect of the effect of extended coverage is, we believe, far 
more important and will have to be dealt with sooner or later. 

The trend in employment opportunities over the last few years has 
toa marked degree been away from the former concentration in manu- 
facturing and heavy industry, an area whose workers are largely 
covered, and toward service positions, many of which are not covered 
by the present law. 

I might point out here that just as recently as this past Sunday, 
the New York Times, in an article carried under the byline of Edwin 
L. Dale, something of a Washington specialist, indicated that service 
workers for the first time in our history outnumber production work- 
ers. It shows, I think, that there is a movement toward an area which 
is presently uncovered by the Fair Labor Standards Act. 

In 1945, of a total working force of 40 million, manufacturing 
accounted for 15 million. Wholesale and retail trade accounted for 
7,600,000 and service trades for 4 million. 

By January 1957, the picture had changed considerably. Of a total 
nonagricultural force of 51,297,000, manufacturing accounted for 
16,900,000. Wholesale and retail trade accounted for 11,182,000 and 
service and miscellaneous for 5,900,000. 

The total nonagricultural work force had increased by more than 
11 million, but manufacturing accounted for only about 1.6 million 
of the increase, while wholesale and retail trade accounted for more 
than 3.7 million and services increased 1,800,000. 
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These figures are from Employment and Earnings of the Depart- 
ment of Labor. The advent of large-scale automation will greatly 
accelerate this trend. But consider for a moment the very probably 
outcome of greatly increased production with a much smaller labor 
force. 

Obviously, if former factory workers are relocated in service and 
other uncovered industries and earning much less money, their income, 
purchasing power, aud standard of living will be drastically reduced. 
he result could be a growing situation of overproduction and unem- 
ployment, a development \ which, I am sure we would all agree, abso 
lutely must be forestalled. 

The administration, through the Secret: wy bees Labor, Mr. Mitchell 


has made Pe aee of its own. We find 1 administration pro- 

als to be totally inadequate and vastly inferior to H. R. 4575. 
For example: A ‘walea volume of one half million dollars per annum 
is H. R. 4575’s definition of a large business. We are not necessarily 
n agreement with that sum but accept this « ieept ror current legis 
ia \ NUT YVYoO . 

\i Mit hell suogest compli ted nd to oul ib ry. ts 
) yply to a corporation 0 workingeman In this untry will be 
covered unl his empl ers status rresponads ft these OVISIONS 

L should like to eall vo ittention to the vast difference in one of 
hese administration proposed provisio! and its col ‘esponde nt in 
H.R. 4575 

The mecretary of Labor proposes as one of the tests a sales or service 
enterprise must pass to be classified as bie business that 1t must pur 
hase at least ba million worth of merchandise from out-of State 
ources. It is important to bear in mind that these are supplies, not 

. l 
SA te 

It is obvious that a sales or ervice corpora 10] Vi hich snends S] 
nillion for supplies can produce 9). very Se Rickie sales output. 
We submit that sales volume is the only reasonable criterion of size 
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of a business, and that one-half million dollars per annum, a figure 
anoTeed upon by the Natio1 al Labor Relations Board. is W thout doul | 
hio business. 

We are not talking about the corner grocery. but about giant cor 
porations We are well aware and keenly aw ire of the difference be 
tween the corner grocery and the chain market. We resent wy hy 


‘i : 
hich bleats about 


ndividualism” an “free 
enterp vise” and sheds tears about protecting “the little business man’ 
while it gobbles up independent after independent, and the mergers 
come faster and faster, and the giant corporations become supergiants. 

Nor is there any justification for the ae faa ion to propose, 


pocrisy of big business w 


on the one hand, extension of covera ve, limi ited ¢ that extension is, 
and then partially nullify even that limited adiiealse, by excluding 
these people from thet overtime provisions of the law 

It is unfair to these people, and undermines the entire philosophy 
behind overtime pay—that is, that a certain number of hours of work 
is a fair day’s work, and any work done beyond those hours should 
bring premium compensation. ' 

We are also not happy about learner permits. We want no modi- 
fication in the length on exemptions for learners. We are opposed 
to increasing exemptions, and we would like to see all such exemp- 
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tions eliminated. We oppose such exemptions now, as we have in the 
ast. They are not only unfair generally, but we resent the double 
play by industry in this matter. 

First, they make a great show of needing learner exemptions to 
protect themselves, and then the 1v use these very exemptions as an 
argument against higher wages in Puerto Rico and other places where 
evervone hire wages are shamefully low. 

It is no news to us, of course, that industry objec ts to extension of 
coverage, as it has fought against every increase in the minimum wage 
itself. The arguments have always been the same—that it was bad 
for the economy. We all recall that when the minimum was raised 
from 75 cents to $1, the spokesmen for industry predicted that the net 
result. would be a terrific blow to the economy, and that jobs by the 
thousands lace | disappear. 

We of labor said then and events have proved us right—that noth- 
ing of the kind would happen. An 1 the very giants of industry who 
foresaw gloom and doom if the minin hate wage went to $1, now boast 
of our econoi 1V, al d cite it as an ex: nips le to the rest of the world. 


We say that extension of coverage would aid, not harm, the econ- 
omy. And we say that the giants of industry will prove as poor 
prophets now as ti hey } wee See 

Let me reemphasize that the adoption of H. R. 4575 will not be 


regarded by us as an ultimate solution of the problem. We believe 
he present minimum to be entirely inadequate and that it should be 
increased to $1.25 an hour at the very least. 

We also are extremely conscious of the predicament of the 10 mil- 
lion workers who cannot be affected by Federal legislation but who e 
probles is Cannot, in justice, he ionored indefinitely. To this latter 
situation we respectfully call the attention of the President and Secre- 
ivy Mitchell. It seems likely that the various State legislatures 
would be influenced greatly by a special, urgent plea from this source 
to pdast State laws covering the exploited, substandard workers. At 
the very least, it would call attention to a serious problem which has 
heretofore been largely laviovsid. 

An: nalysis of the history of the act since 1938 produces a startling 
conclusion : That each suecessive amendment to the original legislation 
has actually narrowed the coverage instead of broadening it. This is. 
of course, directly opposed to our point of view in the matter. 

We believe that the standards of every working American should be 
protected by law and we will support any practicable, equitable meas- 
ure which will enable more workers to achieve these safecuards. 

In 1949, Congress excluded from coverage persons employed by 
companies operat ing irr io: ition systems on a nonprofit or share ‘ropper 
basis which are used exclusively for supplving and storing water for 
agricultural purposes. 

Congress extended exemptions to cover daily newspapers of less 
than 4.000 circulation. 

Congress extended exemptions to telephone exchanges with not more 
than 750 stations. 

Congress extended exemptions to small telegraph agencies located 
in retail establishments such as hotels, drug stores, and garages, if 
gross receipts did not exceed $500 a month. 
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This one was pushed by that small enterprise, Western Union, on 
the plea that it could not provide services in small rural communities 
if it had to pay the wages required by the act. 

Congress also exempted employees working in the woods in such 
occupations as felling timber, if the employer did not have more than 
12 employees in these operations. 

Our living standards are the highest in the world. That is true. 
But too many of our workers do not enjoy that standard. And the 
opponents of our way of life seize upon that argument to charge that 
we are somewhat hypocritical. We want to see the day when the 
proponents of slave philosophies have no shadow of an argument 
against us. We want to see the day when everyone in this great Na- 
tion enjoys those high living standards. 

Every increase in the minimum wage, every legislative action 
broadening coverage is another nail in the coffin of communism, and 
an inspiration to the Communist slave nations, and to the hundreds 
of millions in the still uncommitted countries, just awakening to free- 
dom who look to us for guidance, for inspiration, and for leadership. 

We believe this legislation is one overdue. Now, recently there 
was a committee ¢ alled the Heller Committee for Research and Social 
Economics in the University of ¢ alifornia that made a study on the 
basis of September 1956 prices of the needs that would have to be met 
or the income that would be needed by a four-person wage earner’s 
family in the city of San Francisco. 

They came to the conclusion after this study that what would be 
needed would be an annual income of $5,593 or $5,850, depending on 
whether you were a homeowner or a renter, in order to maintain a 
reasonable standard of living. This did not provide the minimum, 
but this is what was found as being what was needed to provide 
reasonable standard of living for a ey of four by this University 
of California research team in the city of San Fr: incisco, 

Another study has recently been ae by the © State of New York. 
They made a study of what would be needed and this study was made 
in preparation for some discussion of the minimum wage that ought 
to be applied in New York and that study is required by law in prepa 
ration for enactment of minimum wage legislation 

Having made this study, New York State comes up with the figure 
that a workiangwoman, not a family supporter but a warenareetane 
living with her family, required for an adequate standard of living 
$2,593 a year or $49.86 a week. 

Now, I point out once again that this is a study made by the State 

f New York of a woman, a workingwoman living with her family 
aif not one upon whom there was any dependency by other persons. 

I think we are sec ga in our position substantially by the 
tewaskaneett of Commerce in its March publication which indicates 
that a high sogeee of purchasing , powe r and continuing climbing pur- 
chasing power in a broad part of the American pub lic is necessary in 
order to insure our present economy, and to permit it to continue at 
its present level and to expand if at all possible. 

That seems to be consistent with the position taken by the President’s 
Economic Report which indicated, and I quote from it: 


The Government must use all practical means to promote high levels of produc- 


tion and employment and to contribute toward achieving an expanding and 
widely shared national income earned in dollars of stable buying power 
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Now we submit, sir, that one of the ways in which the profits 
program can be carried out of insuring a constantly expanding 
economy is to maintain this high level of purchasing power and to 
expand the high level of purchasing power and to place purchasing 
power in the hands of those people or to expand the purchasing power 
in the hands of those people where it is presently much less than it 
should be. 

[t is the considered opinion of the IUE, AFL-CIO that upon this 
committee rests the opportunity of beginning passage of legislation 
which can do more for the people who are on the very bottom rung of 
our ladder of economy than can any other piece of legislation pres- 
ently pending before the Congress. 

We thank you very much, sir, for your attention. 

Mr. Lanprum. How many members of your union are not now 
covered by the Fair Labor Standards Act? 

Mr. Harrnerr. To the best of my knowledge, sir, there are no mem- 
bers of our union who are not covered by the act, but our interest does 
not sto Pp with our own organization. 

As I tried to point out initially in my presentation, we consider 
ourselves first as citizens, and secondly as members of our own organi- 
zation and we feel we have a responsibility to the other people of the 
country. 

LANpruM. How many of the members of your organization 
makes less than $1 an hour? 

Mr. Harrnerr. To the best of my knowledge, sir, I do not think 
there is anyone in our organization ‘that makes less than $1 an hour. 
There may be 1 or 2 cafeteria workers but.even they, I am inclined to 
believe, are not pi aid less than $1 an hour. 

I believe in almost every instance, everyone that is a member of 
the IUE, AFL-CIO, earns wages of at least $1 an hour and in the 
vast majority of ietenoie, more than $1 an hour. But once again I 
repeat that our interest does not stop with our organization. We are 
interested in the common good. 

Because of that interest in the common good we seek this expansion. 

Mr. Lanprum. I take it from your formal statement and the remarks 
you have made in reply to my initial questions you mean that you and 
your organization favor the extension of the Fair Labor Standards Act 
to cover every employee in America regardless of what his employ- 
ment it. 

Mr. Harrnerr. Well, sir, my testimony directed itself to the legis- 
lation presently pending. I would not make the mistake of thinking 
that you can legislate to cover people who are not involved in interstate 
commerce. But so far as those people over whom the Congress would 
exercise some control with respect to legislation, unquestionably yes, 
we think everyone should make not less than $1 an hour. 

Asa mater of fact, we ae use our offices in those States wherever 
they can be used to persuade the State governments that they ought to, 
too, seek a broad coverage of their minimum wage legislation where it 
already exists, providing for at least $1 an hour for all people work- 
ing within the confines of that State: or if no legislation exists, to 
bring about legislation providing for $1 an hour minimum. 

Mr. Lanprum. Let us see if all of that cannot be said in about one 
word. 
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Mr. Harrnerr. I would like to hear it done. 

Mr. Lanprum. You and your organization advocate now, the exten- 
sion of the Fair Labor Standards Act to cover every wage earner in 
America, regardless of his employment, and you also advocate the ae ay- 
ment of $1 an hour minimum to every employee in America that 
correct‘ Can you answer yes or no‘ 

Mr. Harrnerr. Mr. Chairman, I am afraid you are not going to get 
a yes or no answer. You will get a yes and then, a qualific ation of 
the answer. 

Now I say “Yes” so far as this legislation is concerned. What we 
seek in this legislation and that is what is before you, is enactment of 
this legislation which provides that all people who could be covered 
by Federal legislation would receive coverage and protection and 
would receive $1 an hour 

We will not make the mistake of saying that we think tl] iat by pas 
sage of this legislation you can cause people in the various States who 


1 
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are not covered or not connecte 7 with interstate commerce to be cov- 
ered by this legislation. 

Mr. Lanprum. Do you really believe, Mr. Hartnett, that the ex- 
tension of this coverage and the increased purchasing power that 
would come to those not now making $1 an hour would offset the in- 
creased cost that the manufacturers would put on the products? 

Mr. Harrnetr. I think that has been our whole history. In every 
instance where wages have been increased and coverage has been 
broadened, I think with very few minor exceptions you will find that 
the profits of the industry have exp: le d an di increased. That seems 
to be the history of our econ omy. Certainly, over or last generatior 
with which I am particularly familis ar, I know of no one or I know of 
very few who have been ger d to retrench or lay off and go out of 
business because of increases in wages or broadening of minimum 
wage coverage. 

Mr. Lanprum. Now, Mr. Hartnett, in your argument that all wage 
earners should earn enough money to have a ees nt minimum s ene 
ard of living, no responsible person and no intelligent t pe rson is going 
to take issue with that. 

No one will. No Member of Congress and no person within my 
acquaintance does. What concerns us is that when you talk about in- 
creasing the purchasing power of these people who are not now cov- 
ered by raising their wages, 2¥ you also increase the cost of living to 
ies specifically, and to all of the other people not to be affected by 
this thing generally ? 

Ts that done to a point where you might get the whole economy out 
of line? That is the question which concerns us. I hope you will not 
take what I am about to say offensively and I do not mean it that way. 
But your statement reminds me of some that I and m: iny other Mem- 
bers of C ongress have made when running for Congress. 

But when you get in this setup here, you have to take a little dif- 
ferent view sometimes in order not to destroy this economy that we 
have. That isthe thing that concerns us. If every person in America 
could be made to earn $1 an hour today and the protection of this act 
given to them without disturbing the economy, I think no man alive 
would hesitate the least bit about the thing. 

But somewhere along the line we have to draw a line. Now answer 
me this question--— 
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Mr. Harrnerr. Before I answer your question, 1 would surely like 
to comment on the statement you have just made. 

I am not here to fight with this committee, but you know I cannot 
resist the opportunity of saying to you that I guess we American 
voters make a silly mistake. We : believe you when; you get on the cam- 
paign platform and think that you really mean the things you say. 
Apparently you act quite differe ntly when you come up here. 

Mr. Lanprum. Let me finish my question, please. 

What I am driving at is this: I am afraid your statement has sug- 
gested that we need a lecture in this field, and that we are sitting up 
here as people trying to oppress the wage earners of America when 
actually we are not. 

Now I want to ask you this question 

Mr. Harrnerr. I assure you if I may once again attempt to do 
that, that this was not written by any candidate for office and the 
things that we say here we mean sincerely and we will be saying them 
in the future whether we are in this witness room or whether it will 
be in the public halls or whether it be in our own conventions or 
whether it be in our local amon meetings. We will be consistent. 

Mr. Lanprum. We are going to try to be, but I want to ask you this 
question which troubles many of us and it does trouble me: Why in 


the beginning did Congress see fit to make any exemptions when this 
act was first passed in _— and later amended in 1949? 

Mr. Harrnerr. We im *, the Congress had very many reasons that 
were undoubtedly disc “ before the Congress in the debates sur- 


rounding adoption of the bill. 

Mr. Lanprum. Do you recognize now that those reasons might 
have been sound and justified in 1938 and 1949 7% 

Mr. Harrnerr. No, sir; I don’t agree that they were. I think that 
we could have gotten along with a minimum wage law that did not 
provide for such exemptions and we would have had the same ex- 
perience in those industries which are now exempted as we have 
had in those industries which are not exempted and there would have 
been an economic adjustment of whatever nature necessary to permit 
those eee 1es to prosper and flourish and to be as profits able : as those 
which are now covered by the law. 

Mr. ana Mm. Well, sir, I compliment you for your zeal but I 
come back again to the initial line of my questioning. Is it not true 
that your aim, as represented by your statement and your comments 
here, is to eventually bring all people regardless of the state of their 
employment or the position they occupy as employees, under the Fair 
Labor Standards Act? 

Is that not your ultimate aim ¢ 

Mr. Harrnerr. Unquestionably yes, and the answer to that ques- 
tion is “Yes.” We believe anyone trying to get along on less than a 
dollar an hour cannot have a decent standard of living. 

Mr. Lanprum. Now that we are agreed on that, let use come to this 
point: Can we do that, and if we can, show use how we can do that 
without upsetting this pattern of American economy that we have all 
come to recognize as the greatest in the world. 

Mr. Harrnert. Well, sir, I believe that the way you can do that, 
or the way you can be doing it, is to vote for adoption of H. R. 4475 
and to support that piece of legislation when it hits the floor of the 
Congress. 
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The net effect of the adoption of H. R. 4575 in the form it was in- 
troduced by Congressman Kelley will be to bring about the same 
kind of situation which has prevailed as earlier amendments were 
adopted, and as the law itself was originally adopted. It is a better 
economy and a more profitable economy and one in which industry 
has prospered and one in which a vast majority of our population 
has prospered. 

Mr. Lanprum. In the light of that suggestion, may I ask you this 
question: You asked me to support this H. R. 4575 in its entirety. 

Mr. Hartnett. Very humbly, I do, si 

Mr. Lanprum. And by so doing, I would exempt those retail es- 
tablishments which have an annular gross sales of less than one-half 
million dollars. 

Mr. Hartnett. That is right, sir. 

Mr. Lanprum. Now then I go back home, as you suggested a mo- 
ment ago, and start running for office and that young man that is 
working across the street on the opposite side from an establishment 
one is selling more than $500,000 and is covered is working in an 

ntl ical business and he is not covered and he cannot have the pro- 
ne tion and he does not make a dollar an hour. 

How am ] _— answer him ? 

Mr. Harrnetr. I do not know, but you will have to worry about 
the fellow who is working in the $500.000 or better establishment who 
does not get the $1 an how , too, if that legislation is not passed. 

Hie, too, is a v ote r. Now as far as the fellow who is working in the 
establishment of - less than one-half million dollars, I think that we 
are going to have to wait and take our steps one at a time, just as the 
history of the whole legislation has been one step at a time. 

Now the proposed legislation does not provide for coverage of 
those people in establishments doing le s than one-half million dollars 
of business. I suggest, in order to prevent you from being em- 
barrassed as you spea there ought to be modifie: ation to include 
some of ‘these oth 1er Sctbbcheenede. 

| would like to think about that because I think there ought to be 
some consideration given to those that might find themselves in at 
least temporary difficulty in making adjustment in their wage scales. 

Mr. Lannrum. Are you through ? 

Mr. Harrnert. I have finished my answer and you were interrupted 
by the Congressman, I believe. 

Mr. Grirrrx. Mr. Hartnett, I would like to say that is something 
| have said before. I would like to commend your organization and 
ts president fol 


or 


his part in that establishment of the code of ethics. 
[ think it is a very fine step in the right direction. 

Mr. Harrnerr. Thank you very much, sir, on his behalf as well 
as on my own, and on behalf of our organization. 

Mr. Grirrin. Now turning to the question of coverage and your 
position that the Federal Government should possibly extend its juris- 
diction as far as it could, the Kelley bill first of all provides that: it 
would extend coverage to all enterprises which affect commerce. They 
define “affect commerce” to include any enterprise which competes 
with an enterprise as affecting commerce or involved in commerce. 

Then it goes on to specific: ally exempt any retail establishment doing 
less than $500,000 of sales. But without that specific exemption to 
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retail establishments and to the extent it does not apply, it reaches a 
long way toward what you are talking about of universal coverage, 
does it not ? 

I just wonder, stopping for a moment, if there is any business, a 
corner drugstore or corner grocery store, that would not affect com- 
merce within the meaning of that language. 

Mr. Harrnerr. Well, sir, 1 think good judgment and good reason 
would prevail in the administratoin “of the act. I think our courts 
could be depended upon to make sensible interpretations of the act. I 
do not think very frankly, that your fears would be well grounded, 
that any one would inte rpret any corner drugstore or corner grocery 
store as being in competition in interstate commerce. 

That is with other corporations or businesses of the same general 
nature engaged in interstate commerce. I think that our judges and 
our legislators are equipped to pass upon it, and I think the Secretary 
of Labor will be well enough equipped to administer a law which would 
not provide for such unfair treatment of these corner groceries and 
make that mistake of considering them as being in serious competition 
~~ interstate commerce. 

| think everyone is quite clear about the type of thing that we are 
speaking about. Weare talking here principally about all of the huge 
chains, and I hesitate to name any one, but Safeway would be one and 
Atlantic & Pacific and that kind of organization, and not limited 
those, of course. 

But these are the kind of organizations about which we are talking. 
I : am not ti alki Ing about Joe's grocery store Ol Carl’s delicatessen. I clo 
not think we will have any trouble at all in ae that distinction. 

Mr. Grirrrx. You refer in your testimony to Secretary Mitchell’s 
test as being arbitrary to apply to a corporation. Is not $500,000 of 
sales an arbitrary test ¢ 

Mr. Harrnerr. Yes, sir; it is arbitrary, and I do not claim it is not. 
I think it is a more practical test, and I think it is one more generally 
accepted, both for administrative and legislative purposes, than is 
Secretary Mitchell’s. You see, under Secretary Mitchell’s one 
corporation 

Mr. Grirrin. Could I just stop you right there, and I notice when 
you refer to this test you refer to corporations, and now it is not 
necessarily limited to corporations. That has a connotation that does 
not necessarily apply. It is a business enterprise, is it not ? 

Mr. Harrnerr. Yes, and the test applies to any business. 

Mr. Grirrin. That is right. 

Mr. Harrnerr. While bringing in $1 million worth of goods, one 
business might be marketing $114 million worth of materials for sales 
and another might be importing $1 million worth of goods and might 
be marketing $244 million of materials for sales in interstate com- 
merce. 

At least from that standpoint Mr. Mitchell’s approach is an un- 
sound approach. Now, secondly, let us take a look at the National 
Labor Relations Board, which is an administrative arm of our Govern- 
ment. 

It has accepted as small business anything less than $500,000 for 
administrative purposes, and I think, while I do not agree with them 
narrowing their jurisdiction in that manner, I think certainly if they 
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are at all proper in using the $0.5 million figure, it is quite proper to 
use it here. 

I think it is being used, that $0.5 million figure is being used in 
other pieces of legislation. I do think that, while it is arbitrary and 
any figure that is arrived at will be arbitrary, it is a much sounder 
approach. It is one that has been tried, and found better than the 
approach suggested by Secretary Mitchell. 

Mr. Grirrin. Now, on page 5 of your testimony, in the lower third 
of the page it says, 

It is unfair to these people and undermines the entire philosophy behind over- 
time pay; that is, that a certain number of hours of work is a fair day’s pay and 
any work beyond those hours should bring premium compensation. 

When you read that, I immediately thought back to what is the 

philosophy behind the overtime provision of the minimum-wage laws 
as originally enacted. That is indicated by legislative history. 

As I recall, although lots of people want to forget it now, as I re- 
member, the reason for that was to spread the work at that time and 
it was to discourage overtime work and to spread the work. At that 
time there was a surplus of labor. Now, that situation does not exist 
today, does it ? 

Mr. Harrnerr. Well, it depends on whether you are among the un- 
employed. I understand there are approximately 314 million un- 
employed i in the country today, so some of those people may consider 
that there is a surplus of labor. 

But, directing myself to the more important part of your question, 
important for purposes of these discussions, I do not think that the 
sole criterion or the sole argument used for passage of the law in the 
first instance or for subsequent amendment was that we had a surplus 
of labor. I think that some criterion had to be used to support even 
the justification for 8 hours of work in 1 day, even in the face of ¢ 
surplus of labor. I think what was hit upon was that this had esas 
at that time found to be a fair day and a proper-length day and 40 
hours was a proper-length week. 

We had a long, bitter fight in this country for establishment of 
the 40-hour week and the eight-hour day. I think that, cert: uinly, 
those 2 things, the fight of the past and the discussions at the time 
of the passage of the law, combined with the surplus of labor, all 
motivated the adoption of the 8-hour day and the payment of over- 
time beyond 8 hours or beyond 40 hours in a week. I do not think 
any one single factor was responsible for adoption of this kind of 
approach. 

Mr. Lanprum. Will you yield there, please? How could you ex- 
plain the motive now afoot among some groups to reduce the work- 
week to 35 hours? 


Mr. Hartrnerr. Well, sir. [ explained that by the ne ae of 


new technological know-how principally, and a striving for an ever 
increasing and ever-better standard of living for Aseiiioketd gener- 
ally. 


Now, it is not at all unknown to you, I am certain, that there have 
been substantial changes in our methods of production in this country. 
We stand on the threshold, if indeed we have not already passed the 
threshold, of new and amazing methods of production, ones which will 
give us, I suppose it may be for a while, an overabundance of produc- 
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tion. In seeking to insure ourselves against there being too many 
products with too few people to buy them, many of the k: ,bor or ganiza- 
tions are seeking a shorter workw eek. 

That serves as its ee purpose, of course, what we think will be 
a better standard of living for people generally, and it gives them 
more leisure time, jab it gives them more opportunity to get ac- 
quainted with their Government, and it gives them more opportunity 
to participate in community affairs which make for better com- 
munties. 

It gives a man time for more time with his family, which, I believe, 
makes for a better family. All of these things motivate the trade- 
union organizations and some others, but principally the trade-union 
organizations who are seeking a shorter workweek and who will be 
seeking it with more vigor in the future. 

Mr. Lanprum. You believe then, that those reasons you have men- 
tioned are more dominant in the reasoning for the 35-hour week than 
the desire to spread employment among people / 

Mr. Harrnerr. No, sir; I think that I would not want to pick out 
any one as being more don inant than the other. I think they are of 
equal weight. 

Mr. Lanprum. I: — asking about the reasons. 

Mr. Harrnerr. I think the desire to spread employment and the 
desire to have employment available for everyone as well as the de- 
sire to improve our standard of living are of equal weight in causing 
organizations to seek a shorter workweek. It would not do us any 
good, either domestically or internationally, to have a tremendous 
production capability while at the same time we have widespread 
unemployment. 

Mr. Lanprum. With that, we can agree completely. 

Mr. Harrnerr. Or while we have men maintained at 1900 or 1920 
or 1940 or 1950 or 1957 levels of standard of living. You see, the 
whole concept of our society, as I understand it, and I hope I under- 
stand it correctly, is that we shall have here in the United States ever- 
increasing opportunities to improve ourselves. The generations that 
follow us will know many and greater things than we have known in 
the past. This kind of concept is involved, and it is seeking to shorten 
the number of hours of work that will be performed a week, as we 
develop our productive know-how. 

Mr. Lanprum. But, Mr. Hartnett, the principal reason for suggest- 
ing a shorter workweek is to spread employment, is it not ? 

Mr. Harrnerr. No, sir; you cannot get that out of me, sir. 

Mr. Lanprum. You do not think so? 

Mr. Harrnerr. No, sir: I do not think you can assess to either one 
of those two reasons that that is the principal reason. 

Mr. Lanprum. I am not asking you the question to argue with you. 
[ am trving to get your opinion about it. 

Mr. Harrnerr. Believe me, I am not arguing with you. I hope I 
am not creating that impression. 

Mr. Lanprum. I hope you do not think I am arguing with you. 

Mr. Hartnett. It is not my intention to argue with you. I welcome 
the opportunity to discuss this matter. What I had hoped to say was 
I do not think that you can say the dominant thought motivating the 
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American labor movement is to get more free time. Even at the cost 
of depriving the country of production it needs. 

No, that is not our driving thought. That is not the principal or 
dominant thought. Nor, is the principal or dominant thought to be 
termed simply a spreading of employment. It is a combination of 
the two things, of using our knowledge, the knowledge that is de- 
veloped by our engineers and our technicians and our industrialists 
and our labor leaders to contribute to this pool of understanding, to 
contribute to this ever expanding better life for all Americans whether 
they be workingmen, whether they be men of leisure, or whether they 
be ladies or gentlemen of ane or whatever their part in life 
may be. 

Mr. Lanprum. Thank you. 

Mr. Grirrin. I would like Oo pon it up some of the thing rs that are 

a problem to members of é the committee considering legislation, th 
iaoce and effect which would spread across the entire Nation. 

Now, I wonder if you would consider the possibility that when 
Congress exempted retail and service establishments, they may have 
been some good reasons. Now, I would like to tell you about som 
testimony that we had about a week ago. 

In the city of New York about 90 percent of the retail bakers estab- 
lishments are organize d and have a union re prese nting the e mployees 
If the 40 hour week made sense in the retail baking business, I see no 
reason why with 90 percent of them organized, the union in collective 
bargaining process could not come out with a 40 hour week. 

But, as a matter of fact, the testimony indicated that they do not 
operate a 40 hour week and the y opel ite on a 48 hour week. I do not 
know all of the reasons why, but I just want to suggest that the proc- 
ess of collective bargaining in which I am wholeheartedly in favor, 
and I think it is a wonderful thing, can take into account the prob 
and peculiarities of certain businesses and certain sections of the coun 
try and certain problems which exist in some sections of the country 
and do not exist in other sections of the country, which sometimes a 
broad. sweeping law does not do. 

I just want to leave the thought that we have to take that into con 
sideration when we are passing laws going to affect everyone in the 
country. 

Mr. Roosrvett. Would my colleague yield before you comment on 
that? I think that it would be well for — record to rei that while 
. is true that 90 percent of the people are organized 1 1 New York in 

he bakery industry, it is also true that 90 Sie reent of ssa dh Ops involved 
that were organized have sales of less than $500,000 and the disturb 
ing thing I think, to the members of the committee was that a 
you come to page 7 of the Kelley bill, if you have it before you, unde 
the section that talks about exemptions, the exemption is removed ind 
the $500,000 sales figure is not reinstated as protecting them. 

So that they would not be protected and even the union would ad- 
mit that the small baker cannot work on a 40 hour basis and, there- 
fore, it would be discriminatory against them. 

I think the direct question that I would have in mind would be 
whether you see any objection to the committee extending or making 
sure that the $500,000 sales figure did apply across the board rather 
than apply only in specific instances. 
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Mr. Harrnerr. Offhand I would know of no reason why the 
$500,000 figure ought not to apply across the board. This is a new 
question to me that has just been raised and I would like to think about 
it for a while. I am not sure I could come up with a proper answer. 
At this point I can see no reason why the $500,000 figure ought not to 
be applied across the board. 

Mr. Roossvett. I think you would agree with Mr. Griffin that cer- 
tainly it is not your inte ition as I gathered from your testimony which 
I read yesterday by the way, or the intention of the bill to put the 

small baker, who obviously because of the type of industry he is in 
not operate under the general terms that the rest of the bill talks 
Mihi: 

Mr. Harrnerr. It is not our intention to have that small baker 
driven out of business or curtailed even in his ability to do business, 
no, sir. We are seeking legisl: ition which will permit them to go ahead 
as they ought to go ahead, seeking to expand themselves. 

I am not familiar with the history of collective bargaining 1 in the 
baking industry and I do not know the union’s position on this ques- 
tion, very frankly, and I do not feel competent to comment on it. 

It may be that they have made a demand for a 40-hour week. That 
is, with time and a half after 40 hours. If they have, I think that 
probably they could support a case on it. 

The one point that I would like to make, however, in reply to you, 
Mr. Griffin, is that we make the demands oftentimes but we do not 
i.lways come out of collective bargaining with those things that we 
demanded, even though we think that they would be for the general 
sood. 

Mr. Grrrrin. My only point was this: It was not to single out the 
bakery industry, or to suggest that you want them covered, but only 
to point out that in the process of collective bargaining a union and, 
if it is a good union, will recognize these problems that may exist, 

vhereas the law does not. 

Mr. Harrnerr. Unquestionably the union, I think, will invariably 
recognize these problems where they exist. Now, very candidly, we 
have trouble getting some employers to recognize the problems where 
they exist. Collective bargaining is not the kind of process which can 
necessarily bring about justice. 

Sure, you sit across the table and you bargain and you give and you 
take, and perhaps if you cannot reach some cone lusion you may even- 
tually wind up fighting it out on the picket lines. But that does not 
necessarily itself, always bring about justice. 

So what we need here is some supporting legislation to help provide 
justice particularly for those people who are not covered by union 
contracts. I think that you will find a great many of the people that 
would be involved in this extension of coverage would be the kind of 
person that is not covered by a union agreement. 

Of course, we are going to hope that the unions will continue to tr y 
to do something about that, and provide them with the benefits of 
good collective bargaining, but collective bargaining is not the sole 
answer to the question. 

Collective bargaining has done wonders so far as eliminating some 
unjust situations and correc ting many injustices, both in methods of 
pay and amounts of pay and treatment of employees and treatment 
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of groups and civil rights abuses. Collective bargaining has done a 
great deal in these fields, but it has not provided the entire solution 
and so legislation is needed to help to bring about a relief for the 
kind of problem that cannot be reached through collective bargaining 
or which cannot be satisfactorily settled through collective bar 
gaining. 

Mr. Grirrtn. I have nothing further. 

Mr. Roosrvecr. Mr. Hartnett, I want to say I enjoyed your testi- 
mony and I also want to join my colleague, Mr. Griffin, in appl: vuding 
your code of ethics which you have set up in your organization. 

I hope that it will be adopted by all unions everywhere. I think 
that this is the time to say very frankly that we think that labor has 
a job to do within itself and that if it does a job within itself there 
will be no need for anybody else to do it for it, but the challenge, I 
think, is very definitely in labor’s lap at this particular moment. 

I am sure you will agree. 

Mr. Harrnerr. We recognize it, 

Mr. Rooseverr. As Mr. Carey and others have expressed very 
clearly. 

Mr. Harrnert. I might say by way of information, and it will not 
hurt the record a bit to say eithe r, that many other unions have written 
to us for copies of this code of ethics indicating that they intend to 
adopt it on behalf of their own organization. 

That of itself is a most encouraging sign. I would like simply to 
add this: What is going on in the teamsters union is not new or novel 
and the kind of things they have been doing are not new or novel just 
to the trade-union movement, nor are they new or novel to the busi- 
ness movement. 

We want everybody to understand that there were 12 Apostles 
and there was only 1 Judas among them and the others were very 
honorable men, most of whom have eventually been canonized by 
the church. 

We think that there are many others in the labor movement and 
that the public and legislators themselves will find that there are 
many men capable of resisting the type of activities of Mr. Beck, 
whom we place in the category of a Judas. 

Mr. Roosevett. I would like to go back for a moment to the differ 
ence between the approach of Secre stary Mitchell and this approach. 
Have you made any study at all of the actual size of concerns that 
would be let off the hook by doeoh ivy Mitchell’s intake formula of 
$1 million ? 

Mr. Harrnerr. No, sir, we have not made any specific study of 
the size. Asa matter of fact, hitting at a size is just about impossible 
because one organization employing just a few people may very well 
import $1 million worth of ‘goods and be covered by the act, while 
another organization employing perhaps several hundred people 
would not import $1 million worth of goods for re processing or even- 
tual sale and would not be covered by the act. 

As I understand Mr. Mitchell’s approach, that would be true. 

Mr. Roosrvetr. I am particularly interested in that part of his 
suggestion which makes it mandatory that the purchases be direct pur- 
chases, and eliminating indirect purchases. 
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Is it not also true, even in your field, that many of the purchases 
might be indirect and under Mr. Mitchell's proposal they would not 
be counted at all # 

Mr. Harrnerr. That is exactly so. You have your secondary con- 
tractors and your secondary suppliers and as a matter of fact a great 
many of the products i in our industry, many of the things being bought 
by the companies where we represent the employees, would not even 
cross State lines. 

Again even if they were in excess of $1 million, it would not fall 
in the category that Mr. Mitchell talks about. 

Of course, the situation is not as bad in our industry because of the 
size of the corporations with whom we deal, like General Electric and 
Westinghouse and Sylvania and RCA and others. There is no ques- 
tion about them. It is entirely conceivable that within our industry 
there are many corporations of the type you just described where the 
purchases are coming from an indirect source and coming from 
within the State in many instances. 

Mr. Roosrvetr. And lastly, with relation to my good colleague 
and his remark that you might have problems if you took the fellow 
who had $500,000 worth of sales and the fellow across the street had 
$400,000 worth of sales, is that not going to be in actual operation 
rather the exception to the rule ¢ 

The reason for the $500,000 exemption as I understand it from the 
records of the National Labor Relations Board is that that is a con- 
venient breakdown, that below that they drop off fairly quickly to 
fairly small companies. Anybody who gets to $400,000 is going to 
be over $500,000 in no time at all. 

fr. Harrnerr. That is the basis of it; yes, sir. 

Mr. Roosrvetr. From a practical point of view, so if my colleague 
will go over to the National Labor Relations Board, he will find evi- 
dence that he would not find many people across the street with only 
$400,000. 

Mr. Harrnerr. That was the basis upon which the Board, or at 
least the basis upon which the Board advanced—— 

Mr. Lanprum. I am not going to take the National Labor Rela- 
tions Board for his authority. 

Mr. Harrnerr. For which I cannot blame you. 

Mr. Roosrvett. But the facts will be there, I think. 

Mr. Lanprum. Mr. Hartnett, if we must have arbitrary cutoff fig 
ures as Mr, Mitchell has suggested and as Mr. Selfridge has suggested, 
and as you indicate here is inevitable, is it your thinking that the 
cutoff ficure or whatever it is, whether $1 million or $500,000 should 
be based on gross sales only, and not as to a combination of purchases 
and number of employees ¢ 

Mr. Harrnerr. I think it should be solely on the basis of gross 
Sales, sir. ; 

Mr. Lanprum. And nothing else ? 

Mr. Harrnert. I think so. I think if you start trying to water it 
down and dilute it, you get into real difficulty. I do not think that 
you can come up with any fair equation that would be a more con- 
sistent figure. 

I think it is important that we have a consistent figure that can be 
used for guiding purposes and steering purposes. I do not think 
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that you ought to have any combination. I think it ought to be gross 
sales. 

Mr. Roosrvett. Would you also be agreeable to cutting out this 
provision that talks about four other locations? The committee has 
had a considerable bit of evidence that there are many instances, where 
an individual might have 4 locations, and still be under the $500,000 
sales figure and it would seem to me that it would improve administra- 
tion to just make it the $500,000 cutoff and that the additional loca- 
tions do not add enough to it to justify it. 

Mr. Harrnert. I think that that is right. I think that is a fair 
approach. I do not think that there is any more magic about the 
number 4 than there is about the $500,000. I think $500,000 ought 
to be the figure and if a fellow has a half a dozen or 7 establishments 
and he is still beneath the $500,000 figure, I would not be particularly 
opposed to it. 

I would hope some day in the future, not too long from now, there 
would be a chance to adopt the kind of a law which would provide 
protection for everyone as I indicated earlier. 

Mr. Lanprum. You use the $500,000 as a gross sales figure for the 
cutoff ? 

Mr. Harrnerr. Yes, sir. 

Mr. Lanprum. And you would not include in that any regard for 
the number of establishments he had first, nor the number of em- 
ployees that he had secondly. 

Mr. Harrnerr. No, sir. 

Mr. Lanprum. Just the gross figure ? 

Mr. Harrnett. Just the gross figure of $500,000 in business. 

Mr. Lanprum. That is gross sales, you mean ? 

Mr. Harrnert. Yes, sir, and if you have done that you are covered 
by the terms of the act. That would be my approach to it. I would 
set the idea that there is nothing magic about having 4 establishments 
and 6 establishments and the $500,000 figure of gross sales is the guid- 
ing light and that is the beacon. 

Mr. Grirrtn. I suppose I have a comment rather than a question. I 
want to say that I think the number of employees, as far as you are 
concerned, should be very import: unt. Now, I do not know whether 
the number should be 100 or what it should be, but it seems to me that 
you are concerned about the impact upon the labor force of those 
employees who receive less than $1 an hour and how many of them 
there are. 

It is obvious, of course, that $500,000—we have said it is an arbitrary 
figure, but as far as a jewelry store or an automobile dealer is con- 
cerned, $500,000 might be a very small business, whereas in a grocery 
store which might employ a considerable number of employees, 
$500,000 would be a big business. 

I just wonder if we should toss aside so quickly the factor of the 
number of employees. 

Mr. Hartnetr. We do not toss it aside quickly and we toss it aside 
after some deliberation. We think that by adoption of this $500,000 
figure, we will get coverage _ most of the people. We think we will 
get more coverage that way, actually, than we will by dealing in terms 
of the number of saieiaboee ths at must be employed by an establish- 
ment, 
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For example, we are reasonably confident that an organization em- 
ploying 100 people will almost invariably do $500, 000 in gross sales. 
We will get the coverage that way. We think that an organization 
which has only 2 or 3 pe ople will almost invariably not do it. 

There will be some that will do $500,000 in gross sales, and if they 
do they will qualify. But we think we will get the numbers far more 
frequently than not, by employment of the $ 500, 000 gross sales figure. 
We think that we will accomplish the purpose, “which you justifiably 
assess to us, seeking the broadest mentees coverage, by using the 
$500,000 gross sales figure. 

Mr. Grirrin. Thank you. 

Mr. Roosrveut. I have one other question and this is such a com- 
plicated piece of legislation that as each individual part of it comes up, 
we struggle with it. Now, for instance, there is a matter of telephone 
exchanges in rural areas. 

I have received a good many rather heart-rending stories of what 
will happen in a rural community where the telephone exchange is 
manned by a lady who has the switchboard set up in her living room, 
where she does not get $1 an hour because she goes to bed and if the 
-~ ‘phone rings she gets up, answers it, and calls the doctors, police, 

r the sheriff or whatever the call might be for. But she could not 
senatiie be on a full-time basis and she is not compensated on $1 
an hour and she does it as an accommodation in the community and 
it renders a service and an important service in the community from 
the point of view of the people there. 

However, it does not justify economically, and it could not justify 
paying her $1 an hour and she does not expect it and she does not 
want it. How do we help out in a situation like that ? 

There are a good many other little situations of that kind, and I 
am particularly reminded that the law itself says that these condi- 
tions referred to which make minimum wages desirable shall be ac- 
complished without substé apo. curtailing employ ment. 

In some of these areas, we are going into and in some of these 
industries where you h: ave part-time services, you are going to have 
to definitely eliminate some employment. I think that it cannot be 
questioned. 

Mr. Lanprum. Does Mr. Roosevelt not admit by that question that 
he has been watching Lassy ? 

Mr. Hartnett. Well, if he was around my house, he would not have 
any choice in the matter. 

Mr. Roosevett. I am guilty as charged. 

Mr. Harrnetr. I think, Mr. Roosevelt, that there will undoubtedly 
be some dislocations as a result of the passage of the legislation and 
there will be some inconveniences felt and I do not think that you 
_ find very many pieces of legislation which can be passed without 

‘ausing some difficulty to some one. 

But I think that there will be adjustments made and I cannot 
envision all of the kinds of adjustments that might be made, to con- 
tinue to provide those services about which you have just spoken. 

It may be that this telephone company might have to do a little 
bit of greater investment in that operator and might have to pay her 
for some specified time, or might have to establish a switchboard 
where a switchboard does not now exist. 
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Mr. Roosrvetr. The trouble in that case is that these are little 
companies, independent companies, and there is an answer. ‘They 
can be bought up by the large company that can afford to do it; 1s 
that a good answer? 

Mr. Harrnerr. I do not necessarily think so. I am not going to 
want Bell Telephone to get any bigger than it is now. 

Mr. Roosrevetr. That is what I am worried about. 

Mr. Harrnerr. I do not think that that is necessarily going to 
happen. I think that these communities and these smaller companies 
will in many instances find ways to adjust themselves. Frankly, it 
can be done through increased rates, which sometimes will become 
necessary and which Bell Telephone has found necessary, that will 
permit them with their greater revenue to do the kind of thing or 
relieve the kind of a situation about which you spoke. 

Now, that is one of the difficulties that you might run into. But 
I think as these companies expand, and as they improve their know- 
how, they, too, wil] find that they can operate within reasonable rates 
and do the kind of thing that will provide $1 an hour for a switch- 
board operator. 

I do not profess to know the answer to all of these problems, to be 
very candid about it. 

Mr. Roosrveitr. Would you feel that it would be worthwhile, or 
would you give consideration to some kind of a provision where in 
cases of hardship and we would have to define hardship in a realistic 
manner, we would give discretion to the Secretary of Labor to exempt 
certain situations provided that they did not get to a size that perhaps 
we could also properly describe ¢ 

Mr. Harrnerr. Well, it would de spend upon the criterion you have 
developed for the Secretary of Labor in giving this « ‘onsideration, 2s 
well as the definition of h: ardship. I have some disagreements with 
the Secretary of Labor, as you may suspect, from time to time, 
although I think very highly of him as a man, and as a matter of fact, 
as Secretary of Labor. 

This use of learners permits is a source of great irritation to us. 
There is judgment which we think is being improperly exercised, to 
the disadvantage of many people who are In our opinion and to the 
disadvantage of many people who are not within our union. 

I find employers crying out vigorously against the use of these 
learner certificates just as vigor ously as the unions do in some instances, 
and I would have to say that unless I knew the definition of hardship 
and the criteria that would be applied, I would be reluctant to lend 
my endorsement to the idea that the Secretary of Labor would use 
his judgment in deciding whether or not this is a hardship, and this 
case is to be exempted from coverage of the act. I would have to know 
more about it, frankly. I would like to know what the definition of 
hardship would be. 

Mr. Roosrvettr. You think probably then, that we just have to sort 
of let it go, hit or miss, to adjust itself in some other manner? 

Mr. Harrnerr. Just as we have had to do at the time the act was 
originally adopted, and just as we had to do on each occasion it has 
been amended as the coverage has been either expanded or narrowed 
and as the minimum wage itself has been increased. We have had to 
adjust to different kinds of situations and to, in a sense, play by 
ear. 
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Mr. Roosever. However, if you were in my position and you were 
ery that the only adjustment that was going to be made was 
to let A. T. & T. get larger, would you not write an exemption into 
this oo 

Mr. Harrnerr. If the only adjustment that was going to be made 
was for A. T. & T. to get larger, I would fight to get an exemption into 
the law, but I would be sure that there was not any other kind of 
velief around than A. T. & T. getting larger. I would seek that as 
the remedy. 

Mr. Rooseverr. I am looking for the remedies, you see, because I 
have to be sure about that. 

Mr. Harrnerr. We will set our research department to work on 
the problem and we would be glad to make it available to them. 

Mr. Roosrvetr. I think you, and I think many of the others whe 
are interested in this bill, could do a great service to us, if you would 
take the exemptions that are now in the law and if you would examine 
those particular exemptions and would come up w ith a realistic recom- 
mendation as to which one of these exemptions—because there is no 
other alternative than maybe drive them out of business; at least that 
we can see for the moment—that we would recommend leaving those 
exemptions in the bill. I think that it would be helpful to all of the 
members of this committee. 

Mr. Harrnetr. I have asked Mr. Peterson to do some work on that. 

Mr. Roosrvetr. Not much has been done on that. 

Mr. Harrnerr. I have asked Mr. Peterson to note that, and I will 
get our people to work on it. 

Mr. Roosrverr. You have to remember that there will be other 
Congresses coming along, where if we give an exemption this year 
we can go back and fight the battle over again to remove it, if another 
and better answer comes. But if we do not have another and better 
answer in 1957, then let us not do something that would provide a bad 
answer in the situation. 

Mr. Harrnerr. I agree with you thoroughly and we will try to 
develop something that may be useful to the me mbers of the committee 
and it will be your judgment whether or not it is useful. 

Mr. Lanprum. Thank you, Mr. Hartnett. 

Mr. Harrnerr. Thank you very much, Mr. Chairman and thanks 
to all of you for your courtesy and consideration. 


Mr. Lanprum. That cone ludes the work of the subcommittee for 


today. We meet again at 10 o’clock Thursday, and we adjourn until 
Thursday at 10 o’clock, 

(Whereupon the hearing in the above-entitled matter was recessed 
at 11:35 a. m., to reconvene at 10 a. m., Thursday, April 4, 1957.) 
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FAIR LABOR STANDARDS ACT OF 1938 


THURSDAY, APRIL 4, 1957 


House or REpresENTATIVES, 
SUBCOMMITTEE ON Lapor STANDARDS 
OF THE CoMMITTEE ON EpucaTION AND Lasor, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 429 
of the House Office Building, Hon. Augustine B. Kelley, presiding. 

Present: Representatives Kelley of Pennsylvania, Landrum, Teller, 
Holt, Ayres, and Griffin. 

Mr. Keitiry. The committee will be in order. 

The Chair will recognize the clerk at this time to insert matters 
in the record. 

Mr. A. Reets Keiiey (clerk). Mr. Chairman, the staff of the com- 
mittee and a number of the members have received communications 
pertaining to the issue we have under consideration. 

Mr. Ketter. Without objection, they will be inserted in the record. 

(Communications referred to will be found at the end of this day’s 
hearing.) 

Mr. Ketiry. Mr. Leeth, you may proceed. You may identify your- 
self and your associates. 


STATEMENT OF ASHBY L. LEETH, TREASURER OF THE NATIONAL 
TIRE DEALERS & RETREADERS ASSOCIATION, INC., ACCOMPANIED 
BY PHIL FRIEDLANDER AND MR. ACKERLY, ATTORNEY 


Mr. Leeru. This is Mr. Phil Friedlander from the National Tire 
Dealers Association. This is Mr. Ackerly, attorney for the Tire 
Dealers Association. 

Mr. Ketiey. You may proceed, Mr. Leeth. 

Mr. Leeru. Mr. Chairman, this statement is on behalf of the Na- 
tional Tire Dealers and Retreaders Association, Inc. 

My name is Ashby L. Leeth. I am a Washington, D. C., tire dealer 
and treasurer of the National Tire Dealers and Retreaders Associa- 
tion. Our membership is composed of tire dealers and retreaders in 
all 48 States who own their own business and are all basically small- 
business men. These members are not connected in any way with 
tire manufacturers, chain stores, or other factory-type outlets for 
tires. The association is a nonprofit organization and is the only 
trade association which represents the independent tire dealers and 
retreaders in the country. These small independent businessmen are 
engaged primarily in furnishing retail services incident to the sale 
of new and retreaded tires. 

A number of bills have been introduced in the Congress which 
would accomplish a number of changes in the Fair Labor Standards 
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Act; however, the majority of the bills seek to amend section 13 of 
the act, as amended in 1949, with 1 ‘espect to the exemption for retail 
organizations as well as the provisions with respect to the minimum 
wage. 

The independent tire dealers have, for the past 25 years been losing 
a progressively larger share of the retail tire, battery and accessory 
business to the major rubber manufacturers who sell direct to some 
consumers, the large oil companies whose activities in this field are 
presently the subject of proceedings before the Federal Trade Com- 
mission, and to large chain retail outlets. 

The pr yposals submitted by Secretary of Labor Mitchell on behalf 
of the administration request a modification of section 13 of the act 
to include employers doing at least $1 million worth of business a 
year and employing a minimum of 100 employees. However, the 
form of the amendments to section 13 which are now pending before 
the committee would go much further than the administration has 
requested and would include a great majority of small, independent 

tire dealers, many having only 5 or 6 employees. It is most important, 
aeal fore, that careful consideration be given to the amendments to 
section 13 and that the status of many small-business men be not 
inadvertently changed with respect to the act. A brief review of 
this section will clarify the problem areas in this section for the 
independent tire dealers. 


When the act was first passed in 1938, employees in executive capacities, those 
in a local retailing capacity and those e ngaged as outside salesmen were exempt 
from the coverage of the act. After 10 years of experience under the act, section 
13 was amended in 1949 to define the oe under which the exemptions 
would apply. This clarification was necessary to obviate the sweeping rulings 
of the Administrator which extended the act far beyond the intent of Congress 
(H. Rept. 1543, 81st Cong., 1st sess. ). 

The 1949 amendments defined a retail establishment as one 75 percent of 
whose annual dollar volume of sales was not for resale. This permitted an 
independent tire dealer to conduct some business through local gasoline service 
stations without losing his status as an exempt retail establishment. Subdivi- 
sion 4 of section 13, as amended, recognized that many independent tire dealers 
conducted retreating operations, and the Administrator has subsequently classi- 
fied retreading as a service function. 

The reasons for these provisions are even stronger today than they were in 1949 
when the amendments Were approved by the Congress. Independent tire dealers 
today are faced with keener competition from large retailing and manufacturing 
companies than they were in 1949. The cost of doing business has increased. 

Not even Secretary Mitchell has suggested that the small local retail busi- 
nesses be brought within the provisions of the act. Although, it should be noted 
that organized labor is seeking to include all retail businesses, regardless of 
Size, within the scope of the act. Any amendment to section 138 which would 
eliminate section 13 (a) (4) or modify 13 (a) (2) by prohibiting the exemption 
from applying to a retail business which engaged in any sales for resale would 
bring practically every tire dealer in the country under the act. Such a result 
would have very serious consequences to the tire dealers. The cost of record- 
keeping alone required under the act would impose a serious drain on the tire 
dealers. Outside salesmen who are used by some small dealers on a straight 
commission basis could not remain if they were included within the terms of the 
act. A guaranteed hourly wage not destroys the incentive for an outside sales- 
man but would increase the tire dealers overhead without regard to income 
and require the termination of many of the persons now employed in that cate- 
gory. 

There may be a question in the minds of some members of the committee 
as to whether these local retail businesses affect interstate commerce and, thus, 
whether these tire dealers are within the jurisdiction of the act. The court 
decisions under the act and the rulings of the administrator clearly illustrate 


RP RL ED ER TIS 


—. Fe TH teed 


—— 


re 









































FAIR LABOR STANDARDS ACT 651 


of that most tire dealers perform some indirect service which could be construed 
il as affecting interstate commerce and, therefore, place them under the jurisdic- 


tion of the act. 


m | 
: For example, in the case of McComb v. Robertson, 101 Fed. | 
1g | 1018, a tire dealer who retreaded tires for customers engaged in inter- . 
ry oa state commerce was held to be within the scope of the act. The United | 
18 States Court of Appeals for the Fifth Circuit held in the case of 
re : Mitchell v. Royal Baking Co., Inc., 219 Fed. 2d 532, that a bakery | 
1- which sold baked goods to a cafeteria which, in turn, sold the products 
| to an airline for use in serving meals to passengers was within the 
lf scope of the act. 
ct A tire dealer who retreads a tire would not necessarily know whether 
o @ his customer engaged in interstate commerce, but, certainly retreading . 
1e : for any trucking company, bus line or similar organization would | 
re | bring the tire de aler within the sc ope of the act even though practically | 
3 all of his business be entirely local in nature and though he engaged | 
it @ only 3 or 4 employees. ! 
t, | Most tire dealers sell in relatively small amount tires to gasoline 
io service stations for resale. This outlet has been curbed by the activi- ! 
rt : ties of the major oil companies who have been paid overriding com- 
{ = missions by the tire manufacturers. Nevertheless, some independent . 
1e service stations still remain as outlets for the independent tire dealer. 
. If the term “retail establishment” is defined without permitting the . 
se retailer to sell some portion of his goods for resale, most tire dealers 
pt will fall out of the retail exemption though their sales for resale be 
mn only 5 or 10 pere ent of their gross business. 
= Without repeating the extensive testimony previously made before 
8 ) your committee on the probable effect of changing the retail and serv- 
ice exemption, let me say just this: We believe that the extension of 
of | coverage of the minimum wage law to retail and service employees 
- will very definitely have an inflationary impact on the Nation’s 
i- : economy and will at the same time bring about another increased cost 
rs in the operation of the Federal Government. 
i- We request that any amendments to section 13 retain the exemption 
9 in section 18 (a) (4) as well as the exemption for outside salesmen 
PS and retail establishments who do a small part of their business through 
iz sales for resale. This problem is a serious one to the tire dealer, and 
d. : any additional burdens on the business operation of these small- 
4 : business men may contribute substantially to his departure from the 
of American business scene. 
d We sincerely appreciate this opportunity to bring to the attention 
a : of the committee these problems of the independent tire dealers. 
: Mr. Kettey. Mr. Holt, do you have any questions? 
1- | Mr. Horr. No, I do not. 
e Mr. Ketiry. Mr. Ayres. 
e Mr. Ayres. No. 
c | Mr. Horr. I may have one. How many dealers do you represent ? 
e Mr. Leeru. We have approximately 3,000 active members. 
2 : Mr. Hour. How do you measure their size? 
) Mr. Leeru. We measure their size in this way: We have one class 
: of membership which covers a small retail gasoline station. His dues 
+t are very low. I believe it is about $16 a year. They are paid quarterly, 
about $4 every 3 months. 
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Then we base our other memberships on their volume of business. 
The minimum for the small station is around $36 a year. He is sup- 
posed to pay his dues in accordance with his volume of tires and re- 
treading sales up to a million dollars and a million and a half. So we 
have a ‘pretty good cross section of all types of tire dealers and re- 
treaders in apy { Jnited States. 

Mr. Horr. Say in an area like southern California or the Los An- 
geles area, how many members would you have? 

Mr. Lxeru. That is separated into northern and southern Cali- 
fornia. I would say that we have between 250 and 300 members in 
California. 


Mr. Hoxtr. Do you have any breakdown as to their size in member- 
ship ? 


Mr. Leeru. I do not have it right now. We could furnish that 
for you. 

Mr. Horr. If it isno trouble, I would appreciate it. 

Mr. Lerru. Yes. 

Mr. Frrepianver. Is that for the entire membership, or just Cali- 
fornia? 

Mr. Horr. I would leave it at the discretion of the chairman. I 
would like to know it for the entire membership. I would like to 
know how many people you are representing. 

Mr. Frrepianpber. In the breakdown of the sales volumes? 

Mr. Hour. However you care to break it down. You folks are 
strangers to me, in other words, who are you, how many people are 
youre epresenting ? It helps me to formulate my opinion. 

Mr. Leera. We can furnish the information. 

Mr. Hour. Thank you, Mr. Chairman. 

(The information 1s as follows :) 


NATIONAL TIRE DEALERS AND RETREADERS ASSOCIATION, INC., 
Washington, D. C., April 5, 1957. 
Mr. Frep G. HUSSEY, 
Chief Clerk, House Education and Labor Committee, 
House Office Building, Washington, D.C. 

Dear Mr. Hussey: Enclosed, you will find a breakdown of our membership as 
requested of Mr. Leeth when he testified before the Labor Standards Subcom- 
mittee on April 4. We have included also, at Mr. Holt’s request, a breakdown of 
our membership in southern California. 

The figures here are as of October 1, 1956, as this is the last time we made a 
complete survey of our records. However, within a spread of about 200 people 
since that time across the 48 States, these figures are very representative and 
were, of course, as of that date, absolutely accurate. 

If there is any additional information which the committee desire, we will be 
most happy to try to supply it. 

Sincerely, 
Puirie P. FRIEDLANDER, Jr., 
Director of Public Relations. 


Dues rate by volume 


Number of Number of 

Volume: members } Southern California : members 
$0 to 6 aoesg Che ok 299 $25,000 to $75,000__________ 39 
$25.000 to $75,000_____----- 1, 490 $75,000 to $150,000_______-~ 23 
$75,000 to $150,000___--___- 434 $150,000 to $250,000___.____ 19 
$150,000 to $250,000_____--__ 225 $250,000 to $400,000________ 2 
$250,000 to $400,000 Pte 92 $400,000 to $500,000________ > 
$400,000 to $500,000___-_-_--_ 20 $500,000 and up_.__.-.._.- 9 
$500,000 and up_-_-_--~- ooo 59 —-- 
— Ie ads doh eee inant 94 
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Mr. Keuiry. If you are covered under the act would any of your 
members go out of business ? 

Mr. Lereru. Out of business ? 

Mr. Ketter. Yes. 

Mr. Lerrn. That is a kind of hard thing for me to answer. 

Mr. Keitiey. Or would they make an adjustment ¢ ¢ 

Mr. Lerern. They usually make adjustments. It would be kind of 
tough. Speaking for myself, I am a tire dealer in the District of Co- 
lumbia. I hire outside salesmen. I came under the act. 

Mr. Ketiey. Aside from the outside salesmen, most of your per- 
sonnel, do they consist of outside salesmen ? 

Mr. Leern. No. We only have two outside salesmen. We have 
28 employees. 

Mr. Ketitry. How many hours a day do those employees work on 
an average ¢ 

Mr. Lerru. They work as a rule around 50 hours a week, for which 
they get paid more than the minimum wage, all of them, and for all 
that extra 10 hours they get time and a half for overtime. 

Mr. Ketitey. You would not be penalized very much. 

Mr. Leern. No, I do not think I would be penalized very much. I 
am speaking about a lot of these small dealers. 

Mr. Ketiry. You do not know what the average wage is, do you, 
paid by members of your organization ¢ 

Mr. Leeru. I think it varies in different parts of the United States. 
I do not know of a tire dealer who is paying less than the minimum 
wage. There may be some. Probably in the South they might have 
some that pay less than the minimum wage because they are purely 
a retail establishment. 

Mr. Kettey. Thank you very much, Mr. Leeth. 

Mr. Leern. Thank you, Mr. Chairman. 

Mr. Ketiry. Our next witness is Mr. Treacy. 


STATEMENT OF JOSEPH M. TREACY, ON BEHALF OF THE NATIONAL 
LICENSED BEVERAGE ASSOCIATION 


Mr. Treacy. Mr. Chairman and gentlemen of the committee, my 
name is Joseph M. Treacy. I live in Indianapolis, Ind., where I own 
and operate a retail establishment selling food and beverages for con- 
sumption on the premises. I appear here as chairman of the legisla- 
tive committee of the National Licensed Beverage Association. Our 
membership is composed of the proprietors of taverns, restaurants, 
bar cafes and small, independently owned hotels in 29 States and the 
Distr ict of Columbia. Appended to my statement is a list of the local 
and State associations affiliated with the National Licensed Beverage 
Association. 

[t is my purpose in appearing here today to call the attention of the 
committee to the fact that the on-premise food and beverage industry 
has some unique characteristics which make the retail exemption in 
the Fair Labor Standards Act important to us. In the first place, the 
retail establishments which we operate are essentially loc af in char- 
acter, and we, therefore, fear the effect of any nationwide regulation, 
or yardstick, whether it is applied to all or to only a few of the larger 
operations. We are the most regulated retail industry in the country 
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today. In our work of preparing food and beverages for consumption 
on the premises, State and local authorities license the very existence 
of our establishments; State and local health agencies prescribe rules 
and inspect our premises to maintain proper health standards; and a 
great many of the States provide rules and regulations covering hours 
of work and minimum wages for at least a part of our employees. 

Even though we may be the most regulated industry, the regulations 
under which we operate apply indiscriminately to all, regardless of 
size. We do not have one set of regulations for the large estabish- 
ments and another for the smaller ones. The present test for the appli- 

cation of the regulations under which we operate is the type of business 
rather than the size. We are, therefore, apprehensive of legislation 
which, on the theory that our business affects commerce, w ould subject 
our operations to Federal regulation, even though a further exemption 
for the small establishments might be included. 

We believe Federal regulation of wages and hours in our industry 
would be disruptive in its application by reason of the existing varia- 
tion in wage levels from State to State and from locality to locality 

within a State. The variations do not, however, indicate substandard 
wages in any area, because there is very little variation in the relation- 
ship between these several rates and the cost of living levels in the 
communities where the rates prevail. This illustrates, we believe, the 
advantage of systems of local control in the wage and hour field for 
our industry. Where there is need for regulation the States have 
acted, or will act, to accomplish regulation locally. 

Dealing with eating and drinking establishments on a uniform basis 
throughout the country is further complic ated by the fact that we do 
not entirely compensate our employees with wages. All of our em- 
ployees by their contract of employment are entitled to at least 1 meal 
a day and very often 2. Many of them are furnished uniforms and 
laundry, and the service employees obtain gratuities and tips in the 
regular course of their employment. In the resort areas employees 
are very often furnished with lodging also. This system, which has 
grown up over the years, has adapted itself to regulation provided by 
State minimum wage laws, and the State regulatory boards have taken 
these facts into consideration in establishing wage rates. 

The fact that our business has peak periods at regular mealtimes and 
in some cases during evening entertainment periods means that the 
problem of split shifts has some effect upon wage rates. Generally, 
where a split shift is worked there is a daily minimum wage as well as 
an hourly minimum. 

We have noted with interest statistical material previously furnished 
the committee by the Department of Labor in which various studies 
of retail employment were reported. Throughout this material the 
various charts and summaries report facts on various industries in- 
cluding retail trade. It is interesting to note that in covering retail 
trade there is usually an exception for eating and drinking places. 
Such exceptions in statistical reporting are due, of course, to the great 
variation in conditions in the industry from area to area and the 
difficulty of compilation of facts concerning the perquisites mentioned 
above. ‘Tf these variations make statistical reporting so difficult, one 
can imagine the difficulty of applying one uniform rule or yardstick 

for the industry throughout the country. 
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We are informed that the current study being made by the Depart- 
ment of Labor on wage levels in the retail industries will not cover the 
situation as regards eating and drinking establishments. We under- 
— our industry is not being included ‘because there can be no exact 

‘ approximate measurement of earnings due to the perquisites which 
I have just mentioned, and because throughout the country we operate 
under a variety of minimum wage laws 1 in the different States. We 
believe this shows that our industry is not reasonably susceptible to 
country wide standardization. 

We assume from the language of some of the bills introduced thus 
far that some proponents for change in the present exemption believe 
it reasonable to adopt a cl: assification for application of the act based 
on the cost of goods sold, or the gross revenues from the business. Any 
dollar yardstic k in our industry “would result in inequity of application 
due to the high-rated commodity we sell. In 15 States it is possible for 
a restaurant or tavern operator to make sales of beverages by the 
package for consumption off the premises. In those States, many 

retailers have, in connection with their on-premise food and beverage 
business, a so-called package store operation. The commodity they 
sell has a sales price that is over one-half tax. A survey made by Li- 
censed Beverage Industries, Inc., of retail price and excise taxes in 
the 29 license States indicates that on the average 56 percent of the 
retail sales price of distilled spirits is Federal, State, and local tax. 
This means that applying a coverage yardstick of $500,000 total an- 
nual volume of sales to package retailers of alcoholic beverages would 
in fact include those with a real volume of sales of just over $200, 000. 
The same would be true of any other retailers whose sales prices con- 
tained a high proportion of tax. 

Finally, we submit that the wages in our industry are not sub- 
standard but have kept pace with the cost of living in the communi- 
ties where the wages are paid. As mentioned earlier, neither we nor 
the committee will have the benefit of a study of prevailing wages in 
our industry, since the Labor Department did not think it feasible to 
include eating and drinking places in the current study they are mak- 
ing. We, as businessmen, do not have the facilities nor the money to 
conduct such an extensive survey, but we do have information which 
shows that our labor costs have increased 56 percent since 1948. I 
have attached to my statement the tabulation of a survey made by 
Gelrod, Fox & Co. of Philadelphia, which compares fe with 1948 
and shows that in a typical tavern operation all overhead cost items 
have increased by an average of 38 percent, but that payroll and 
payroll taxes together have increased 56 percent. 

The tremendous increase in our labor costs over the past 8 years 
brings us to another of our objections to a dollar yardstick for the ap- 
plication of Federal regulation. In our business, success or failure 
depends upon the individual ability of the proprietor to prepare and 
serve food and beverages in a manner that will attract patronage. To 
furnish the best possible service in the most congenial surroundings 
he must have a superior type of employee. To get those employees 
he must depend upon the local labor market and - pay the wages and 
perquisites paid by other users of labor in that market. The applica- 
tion of the law to the larger operations in an area will therefore have 
an effect upon all users ‘of labor in our industry. We invite your 
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attention again to the Gelrod, Fox & Co. survey, wherein it is shown 
that while labor costs have climbed 56 percent in the past 8 years, 
proprietors’ drawings and profits have declined 44 percent. 


This decline means, as the survey indicate, that if the proprietor’s 
return from his business were considered as wages for the hours he 
must devote to the business, he would be earning subst: intially less per 
— than the bartenders he employs and would be receiving nothing 

s a return upon his capital investment. 


WW e realize that the attached summary is in a form that cannot be 
reproduced readily in the record, but we did believe the members of 
the committee would be interested in seeing a copy of it. The survey 
itself was made in the Philadelphia area, but we have made spot 
checks in other States and find the percentages to be typical. 

We submit, therefore, that the on-premise food and beverage retail 
industry needs a continuance of the present exemption; that any of 
the proposals submitted thus far would be indefinite and difficult for 
the businessman to apply; and further, our increasing labor costs over 


the past several years show a responsiveness to increasing living costs 
and that no Federal regulation is necessary. 


(Documents accompanying statement are as follows:) 


AFFILIATES OF NATIONAL LICENSED BEVERAGE ASSOCIATION 


Arizona Retail Licensed Beverage Association, Inc. 
California Licensed Beverage Association. 
California Tavern Association. 
Colorado Licensed Beverage Association. 
Connecticut Restaurant Association, Inc. 
Idaho Licensed Beverage Association. 
Chicago Tavern Owners Association. 
Licensed Beverage Association of Illinois. 
Indiana Licensed Reverage Association, Inc. 
Hawkeye National Beverage Association, Inc. (Iowa). 
Campbell County Cafe Owners Protective Association (Kentucky). 
Maryland State Licensed Beverage Association, Inc. 
Massachusetts Retail Liquor Dealers Board of Trade. 
Michigan Table-top Licensees’ Congress. 
Minnesota Licensed Liquor Retailers, Inc. 
ty Sale Liquor Dealers of Minneapolis, Inc. 

. Paul On-Sale Liquor Dealers Association. 
Sadabane Licensed Beverage Association. 
Nebraska Licensed Beverage Association. 
Nevada Licensed Beverage Association. 
United Tavern Owners Association of New Jersey. 
New Mexico Retail Licensed Beverage Association. 
State Restaurant Liquor Dealers Association of New York, Inc. 
Association Tavern Owners of Brooklyn, Inc. (New York). 
North Dakota Beverage Dealers Association. 
Buckeye Retail Liquor Dealers Association (Ohio). 
Oregon Licensed Beverage Association. 
Pennsylvania Tavern Association. 
United Tavern Owners of Philadelphia 
Rhode Island Retail Liquor Dealers Association, Inc. 
South Dakota Retail Liquor Dealers Association. 
Associated Tavern Owners of Utah. 
Restaurant Beverage Association of Washington, D. C. 
Washington State Licensed Beverage Association, Inc. 
Wisconsin Tavern Keepers Association, Inc. 
Tavern League of Wisconsin, Inc. 
Wyoming State Liquor Dealers Asociation, Inc. 
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NATIONAL LICENSED BEVERAGE ASSOCIATION, 

Jackson, Wyo. 
DEAR MEMBER: This analysis is based upon the documented records of a cross 
section of 100 neighborhood taverns doing a weekly business of approximately 
$900. The periods compared were 1948 and 1956. All of the information con- 
tained in the following pages was obtained by Gelrod, Fox & Co. of Philadelphia, 
a firm of certified public accountants specializing in bar and tavern accounts. 
From the wealth of valuable information which this firm accumulates each year, 
it has analyzed its records in accordance with the outline set forth by us, and has 

offered the attached interesting study of the most significant points uncovered. 

Cordially yours, 
C. LeRoy JENSEN, President. 


A Specrat Report ANALYZING Cost AND Prorit Factors IN TAVERN 
OPERATIONS 


PURPOSE OF ANALYSIS 


The only firm foundation of any business operation is one built on facts. And, 
believing that tavern owners should be fully aware of the business facts of life, 
the NLBA has sponsored this analysis as part of its continuing effort to provide 
its members with information that will be helpful in the successful conduct of 
their businesses. 

This report reveals how increased overhead costs are sapping the profits out 
of the pockets of tavern owners. It points out two glaring facts: First, that ifa 
tavern owner’s return from his business were considered as wages paid for the 
extremely long hours he puts in, he would be earning substantially less per hour 
than the bartenders he employs. Secondly, that being the case, then he is not 
receiving 1 cent as a return upon his capital investment or for his managerial 
responsibilities in the operation of his establishment. 

It is clearly necessary for the tavern owners to adopt new thinking concerning 
the course of their future business operations. In fact, a careful study of the 
drastic rise in the cost of doing business, as shown by this study, strongly indi- 
cates that every tavern owner should seriously evaluate his operation and make 
adjustments in the pricing of his drinks that will insure a reasonably profit- 
able operation. 


Norr.—The year 1948 was selected as a base for this report because it was the 
first normal postwar year. 


A typical tavern saw its operating costs increase in the following manner 





1948 | 1956 | Inerease 

Total overhead wuseie theuny et $14, 831 | $20, 520 | $5, 689 
Local taxes... . ionncakiptamneeundciueaenes nadie 190 | 352 162 
W ages, salaries and payroll taxes | 6, 480 | 10, 080 3, 600 
Laundry, linen ‘ 328 492 | 164 
Accounting 120 | 180 | 60 
Glasses and other replacements 203 303 | 100 
Depreciation: Furniture and fixtures 950 | 1, 300 350 
Advertising 286 | 385 | 99 
Rent, utilities, building. repair, ete 3, 608 | 4, 213 605 
Licenses, permits, and bonds 680 750 | 70 
BT OGRE GEOG 5 on ccectscnnscsuen (iiiscttngennddawandamnin 1, 986 2, 465 | 479 
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AN EVALUATION 


It is apparent from our analysis of the operational costs of a cross section of 
100 typical taverns that the proprietors are not nearly as aware of the steadily 
increasing costs of doing business as they should be and, as a result, they are 
limiting their profit opportunities in the sale of liquor. 

The trend of operations from 1948 through 1956 offers clear-cut evidence that 
overhead costs continue to move upward each year. The only flexibility the 
tavern owner enjoys is in the area of drink pricing. Since the tavern operator 
has relatively little control of his overhead costs, and since these costs are in- 
creasing in all areas of tavern operations, it appears that good business practice 
would call for a revision upward in the drink prices of liquors sold in taverns and 
bars, just as has happened in the recent past in beer prices. 

If prices on liquor drinks were increased, tavern operators would be availing 
themselves of the same profit opportunities in liquor as they have already ob- 
tained through increased beer prices. Only by passing along to consumers the 
higher costs of doing business, will bars be able to earn for themselves a reason- 
able return on their investment in the products they sell. 

For those alert businessmen who are seeking a means of keeping up with the 
overhead cost spiral, our findings indicate that a revision of their price structure 
is the realm of greatest potential. 

Mr. Keizer. Mr. Treacy, you said something there about the min1- 
mum wage being regulated by the various States. Very few States 
have minimum-wage laws and those that do have vary very much, 
unless they have laws pertaining to a particular industry. 

Mr. Treacy. Yes. 

Mr. Ketter. Idonotknow. Dothey? 

Mr. Treacy. Yes. At a recent meeting of ours a survey was made 
and I believe there were 10 States that just this year in their State 
legislatures were considering some kind of a minimum-wage scale. 

Mr. Ketter. For beverage establishments and liquor dealers? 

Mr. Treacy. As to any of them having it right now, I could not 
answer right off. 

Mr. Ketitey. How many members are in your association ? 

Mr. Treacy. Approximately 39,000. 

Mr. Ketter. What would you say the average hours worked would 
be ? 

Mr. Treacy. A bartender is approximately 48 hours. Waitresses 
and culinary workers, 40 hours. 

Mr. Ketter. What is the minimum wage ? 

Mr. Treacy. It varies as far as the union contracts in different 
States are concerned. In my State it is $69.50 a week for bartenders. 
That is for 40 hours and time and a half overtime. 

Mr. Kettry. You pay them 40 hours and time and a half over 40 
hours? 

Mr. Treacy. That is right. 

Mr. Ketiey. You would not be hurt very much on that. 

Mr. Treacy. We would not be hurt on that end. But as far as 
waitresses and so forth are concern ied we would be. 

Mr. Ketiry. They are not included in this 40 hours a week ? 

Mr. Treacy. They work approximately 0 hours a week. In my 
State the scale is $22.50 a week for the 40-hour week. 

Mr. Ketiry. That isa pretty low wage. 

Mr. Treacy. Yes. But you take into consideration the tips and 
gratuities. 

Mr. K’ettey. Of course, they get tips. 

Mr. Treacy. That is right. That does not include tips. 

Mr. Ketitry Do you think that would give them an average of a 
dollar an hour, with the tips and all ? 
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Mr. Treacy. Yes, very definitely. 

Mr. Keuiey. Mr. Landrum. 

Mr. Lanprum. Mr. Treacy, you have stated here that your labor 
costs since 1948 have increased 56 percent and that your profits of 
drawings of the proprietor have decreased 44 percent. In that period 
how much increase percentagewise of the commodities like a glass of 
beer that you might sell go up ¢ 

Mr. Treacy. Since 1948, due to the fact that manufacturers have 
raised their prices, the commodities have gone up. The exact per- 
centage I could not give you right off. It has been substantial. 

Mr. Lanprum. Do you have in your establishments now what is 
known as a dime glass of beer? Is there such a thing anymore? 

Mr. Treacy. Some neighborhood operations would have it; yes, sir. 

Mr. Lanprum. Would that be in a smaller quantity than the dime 
glass you sold before 1948 ¢ 

Mr. Treacy. It is almost definite that he would give them a smaller 
glass. 

Mr. Lanprum. What is the standard price throughout these estab- 
lishments of your association for a glass of draught beer ! 

Mr. Treacy. A standard bottle is 12 ounces, and about 10 ounces on 
draught beer. 

Mr. Lanprum. What is the average price ? 

Mr. Treacy. 10 cents. That is in your smaller neighborhoods. In 
your better places it is more. 

Mr. Lanprum. That is the draught beer ? 

Mr. Treacy. Yes, sir. 

Mr. Lanprum. What would the bottle of 12 ounces aver age price be ? 

Mr. Treacy. In the neighborhood tavern from 20 to 25 cents. 

Mr. Lanprum. Is there any difference in the qualities of those beers ? 

Mr. Treacy. No. The only difference is that bottle beer is Saas 
ized where draught beer is not. 

Mr. Lanprum. The difference in pr ice relates to the cost of service, 
rather than to the quality of the beer 

Mr. Treacy. That is right. It ilefinitely costs you more money to 
draught beer because of your ice facilities and so forth. 

Mr. Lanprum. So you would not agree, then, would you, that the 
increased cost to the consumer has absorbed your increase in labor 
costs 4 

Mr. Treacy. No. According to this survey that was made and 
was mentioned here, which is typical pretty much over the States, 
there has been an overhead increase of 38 percent. That is for all 
the expenses involved such as rent, license and so forth, and wages. 

Mr. Lanprum. Could you give us any average cost figure for a 
sandwich served with this beer drink now as compared to what it was 
before 1948? Let us take a ham and cheese on rye which might ordi- 
narily be served by an establishment such as you represent. 

Mr. Treacy. In my establishment a ham and cheese on rye I would 
get 50 cents for it. I do not recall what I would have gotten in 1948. 

Mr. Lanprum. How long have you been getting 50 cents for that 
type of sandwich? 

Mr. Treacy. The last 5 or 6 years. 

Mr. Lanprum. What was your price of it before you went to 50 
cents ¢ 

89327—57—pt. 1—_—-44 
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Mr. Treacy. As I recall, 40 cents. 

Mr. Lanprum. What price did you have before you went to 40 
cents ? 

Mr. Treacy. I do not recall. 

Mr. Lanprum. Have you ever sold such a sandwich as that in your 
establishment for 25 cents ? 

Mr. Treacy. No, I don’t think so. 

Mr. Lanprum. How long have you been in business ? 

Mr. Treacy. I have been in business 20 years. 

Mr. Lanprum. And you never sold a sandwich like that for 25 cents? 

Mr. Treacy. Not in the establishment I have today. I have in 
the neighborhood place. My overhead is very much greater today 
than it was then. 

Mr. Lanprum. Could we say that within the last years the price 
of that particular commodity has doubled ? 

Mr. Treacy. | would not say doubled, but I would say it is 25 or 30 
percent higher. 

Mr. Lanprum. If the coverage of this act is extended to workers 
in your field, do you predict that it would have any effect on the price 
of these commodites we have been discussing here? That is, the retail 
price ? 

Mr. Treacy. No, it would not necessarily have any effect on it. The 
overhead that we are working on now and the net profit we are gain- 
ing from the operation would be reduced definitely. 

Mr. Lanprum. Then are you telling us that you have reached the 
saturation point insofar as customers’ prices are concerned ¢ 

Mr. Treacy. Almost. 

Mr. Lanprum. And that any additional cost brought upon the pro- 
prietor or the retailer of these establishments by Government regula- 
tion or otherwise is going to have to be absorbed rather than passed on 
to the consumer. 

Mr. Treacy. In our business you do not get a substantial enough 
raise to begin with in a commodity to really raise the price. Say we 
were going to get a raise on the case of beer. It would possibly be 
made 5 to 8 cents a case. We cannot go up 5 cents on that. In the 
past 8 years or since the increase in taxes and so forth, yes, we have 
taken possibly a raise but not enough to compensate the other costs 
of living that we have to pay and the cost of increased w ages and so 
forth. A raise of 5 to 8 cents on a case of beer we cannot go up a 
nickel or a penny because the public today knows as well as we do 
what we are paying for those commodities. 

Mr. Lanprum. You say your profits have declined 44 percent be- 

sause of these things. Can you give us any idea about the margin of 
profit on which establishments such as yours operate? I am speaking 
percentagewise now. 

Mr. Treacy. Percentagewise ? 

Mr. Lanprum. Or any ; other way you can give it tome. Take your 
50-cent sandwich that we were discussing. “About what percentage 
of that could be counted in the profit ? 

Mr. Treacy. On a particular sandwich it is hard to estimate be- 
cause possibly there is not the volume that you would do on it. 

Mr. Lanprum. I suspect you would have to give that answer. Could 
you give us any idea about your margin of profit where you have 
average volume? 
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Mr. Treacy. If we don’t gross 50 percent 

Mr. Lanprum. What I am driving at, Mr. Treacy, is this: How 
much more can your profit shrink without putting you out of business? 

Mr. Treacy. That would be hard to answer. They are going out 
of business every day, some of them, because of the high overhead. 

Mr. Lanprum. Are you going out of business because of the high 
overhead principally, or are you going out of business because the 
cost of the commodity you serve has gone beyond the ability of the 
consumer to buy ¢ 

Mr. Treacy. That is right. You take our beverages, 8 years ago 
it was estimated that we were doing 70 percent of the spirits beverage 
business in the taverns. Today we are doing about 35 percent of it. 
The carry-outs, the package stores, the State-owned stores, are doing 
the business today, on which we no longer have a profit. 

Mr. Lanprum. So the package store has cut deeply into your type 
of business ? 

Mr. Treacy. Very definitely. I happen to be in a State that can 
sell beverages either on premise or ofi premise for either on-premise 
consumption or off-premise consumption. There are 15 to 16 States 
that have that right. 

Mr. Lanprum. Have people discovered that they can buy a pack- 
age of beer and take it home and have the same utility from it and 
the sandwiches that they could in your establishment at much less 
money ¢ 

Mr. Treacy. Very definitely. If I was getting a quarter for a can 
of beer—say in one of these six packs—which would be a dollar and 
a half over my bar, I will have to sell that for a dollar and a quarter 
to sell it and compete, if not less. That is true especially in some of 
your outlets that just use the commodity as a business promotion. 

Mr. Lanprum. But you still say you could live if this act was 
extended to cover you ? 

Mr. Treacy. Yes. 

Mr. Lanprum. You would slice the meat thinner. 

Mr. Treacy. You can’t get much smaller a bun. You would have 
to do something. 

Mr. Texter. I agree with that. 

Mr. LanprumM. Thank you, Mr. Chairman, that is all I have. 

The Cuarrman. Mr. Teller. 

Mr. Teiier. Mr. Treacy, this survey which was made and which you 
annex as an appendix in your statement, is this a national survey ? 

Mr. Treacy. No. As mentioned in the statement there, it was tak- 
en in Pennsylvania around the area of Philadelphia by a very reputa- 
ble concern. But, as I mentioned in there, it also by our own observa- 
tion holds pretty well true throughout the country. 

Mr. Triier. Why was the area of Philadelphia chosen for the 
purpose ? 

Mr. Treacy. I think primarily for the fact that the survey firm was 
located there. They area firm of Philadelphia. 

Mr. Treiier. You have been serving as chairman of the legislative 
committee of the National Licensed Beverage Association ? 

Mr. Treacy. That is right, sir. 

Mr. TrtiteR. How long have you served in that capacity ? 

Mr. Treacy. This is my second year. 
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Mr. Tetier. You have been in this industry for a number of years? 
Mr. Treacy. Yes, sir. 

Mr. Tetier. And you are prepared to state that this survey al- 
though representing an actual examination of the facts in Philadel- 
phia “does roughly represent a national estimate ? 

Mr. Treacy. That is right, sir. 

Mr. Tetier. Does it include—— 

Mr. Treacy. You understand that this is for on-premise consump- 
tion. 

Mr. Tetter. Yes. Are many of the establishments in Philadelphia 
unionized ? 

Mr. Treacy. I could not answer that, but I believe so. In my area, 
no. I believe in Pennsylvania they are pretty much so. 

Mr. Triirr. As I understand it, you say that in Philadelphia many 
of the establishments are unionized. Is that your statement ? 

Mr. Treacy. That is my understanding. I would not be positive on 
that. I have only been in Philadelphia once in my life. 

Mr. Tetier. How about Indianapolis? 

Mr. Treacy. No, not too much. 

Mr. Teiuer. Very few of them are unionized. 

Mr. Treacy. Very few. In our hotels we have only two hotels 
that are really unionized. 

Mr. Tetier. Then you are not really prepared to tell us whether 
this estimate as far as it deals with wages, salaries and payroll taxes 
is an estimate based on unionized establishments or nonunionized 
establishments ? 

Mr. Treacy. No, I could not answer that. 

Mr. Texter. Insofar as this constitutes a basis for any national sur- 
vey you would not expect us to accept it, do you, in light of your state- 
ment ? 

Mr. Treacy. No. In the statement it does not say it is national. 
It says in the area of Philadelphia. 

Mr. Teter. You also stated that you regarded this as a rough esti- 
mate of the national situation ? 

Mr. Treacy. From observation of our directors throughout the 
country, yes, sir. 

Mr. TELLER. But now you tell us you do not know whether Phila- 
delphia is unionized or not, and therefore I would like to know upon 
what basis we can accept this as a national survey. 

Mr. Treacy. I could not answer whether the people who made this 
survey asked that question or not when they made it. 

Mr. Teurr. I wonder if we could trouble you to investigate that 
matter a little further. 

Mr. Treacy. Yes, sir. 

Mr. Teter. And to provide us with that information. 

Mr. Treacy. Yes, sir. 

Mr. Teturr. That is the extent to which Philadelphia establish- 
ments are unionized. 

(The information referred to is as follows:) 
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NATIONAL LICENSED BEVERAGE ASSOCIATION, 
Racine, Wis., April 29, 1957. 
Mr. Frep G. Hussey, 
Chief Clerk, Committee on Education and Labor, House of Representatives, 
House Office Building, Washington, D.C. 


Dear Mr. Hussey: During the course of the hearings on amendment to the 
Fair Labor Standards Act on April 4, 1957, a question was asked of Witness 
Joseph M. Treacy. The purpose of this letter is to supply the answer to that 
question. 

Attached to the statement by Mr. Treacy was an analysis of overhead costs 
of operations of taverns in the Philadelphia area made by Gelrod, Fox & Co. 
Mr. Treacy was aSked whether union contracts were in force in the 100 establish- 
ments surveyed. 

After the hearings, we queried Gelrod, Fox & Co. and have been advised that of 
the 100 taverns surveyed, there were 4 that have union contracts covering 
their employees. 


Very truly yours, 
RALPH EH. Curtiss. 

Mr. Treacy. We have an overseer in our organization from Phila- 
delphia and I am quite sure that we could get that information for 
you. 

Mr. Teiiter. Then would you give us an idea in this communica- 
tion which we very much apprec iate, if you would send it to us, of the 
extent of the wage increase from 1948 to 1956 in unionized establish- 
ments and the same extent of wage or salary increases in nonunionized 
establishments ? 

Mr. Treacy. Yes, sir. 

Mr. Tretier. Would you do that? 

Mr. Treacy. I certainly will. 

Mr. Ketiey. Youcan get that for the committee ? 

Mr. Treacy. Yes, I think we can get that. 

That would be around the area where this survey was taken, Phila- 
delphia ? 

Mr. Tretier. We would like it for both. The area of this survey 
around Philadelphia, and also your best estimate of the national situa- 
tion. 

Mr. Treacy. I will make every effort. 

(The information referred to will be available for reference when 
furnished. ) 

Mr. Teiier. Until we have that in my own personal view we can- 
not evaluate this exhibit which you have attached to your papers. 

Mr. Treacy. We did not expect it to go in as part of the record. 

Mr. Trrier. Is not this statement going to be part of the record, 
Mr. Chairman ? 

Mr. Ketiery. It is supposed to be part of the record. Don’t you 
want that as part of the record ¢ 

Mr. Treacy. As we mentioned in there we did not think it feasible 
for the record. 

Mr. Kerry. I assumed you wanted it as part of the record. 

Mr. Teter. In all events you have presented it. 

Mr. Ketiey. I assumed it would be part of the record because it is 
attached to his statement. 

Mr. Tevier. Whether or not it is part of the record, Mr. Treacy, 
you have presented it to us as a basis of your statement. 

Mr. Treacy. I thought as a mechanical matter it would not be pos- 
sible to make it part of the record. 
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Mr. Trevter. My sole purpose of asking you for this additional 
information is to put this committee in a position where it can evaluate 
the exhibit which you have presented to us in support of your effort to 
prevail upon us. 

Did I hear you correctly to state in Indianapolis there is very little 
union organization ¢ 

Mr. Treacy. Yes. They have bartenders, culinary workers, and 
waitresses union. J would say they are maybe 20 percent organized. 
Only two of our hotels are unionized. 

Mr. Tetter. Which are they? Is the Claypool organized? 

Mr. Treacy. No. Sheraton Lincoln, and one other hotel. It is an 
Albert Pick hotel. 

Mr. Tetier. Do you have any idea in relation to your testimony 
about time and a half being paid for work done in excess of 40 hours 
of the extent to which that practice exists in nonunion establishments ? 
That is to say, is time and a half paid for work done in excess of 40 
hours in nonunion establishments generally / 

Mr. Treacy. That I could not answer. I would not want to say 
definitely. The scale, if 1 recall right, in my area for a bartender is 
$69.50 for the 40 hours. 

Mr. Teiter. You are talking now about bartenders. They are 
somewhat the kingpins in this particular industry, are they not?) They 
can take care of themselves pretty well, can’t they ? 

Mr. Treacy. A bartender should, and a waitress should be able to. 
The waitress is really the lifeline of your business. If the waitress 
does not get along with your patron out on that floor sometimes it is 
going to be hard for you to know and that patron is not going to come 
back. Your waitress is just as important as your bartender in giving 
service as your bartender is in mixing a cocktail or a drink. 

Mr. Teter. I was not a ddressing myself to the importance of the 
waitress. I fully agree with your remarks, of course, Mr. Treac mJ 

was addressing my self to the fact that bartenders as a group perhaps 
throughout this country command a fairly larger salary as compared 
to the other people who work in the establishments ? 

Mr. Treacy. Definitely, outside of chefs. 

Mr. Tetter. The chefs and the bartenders. 

Mr. Treacy. That is right. 

Mr. Teter. You indicated that the waitresses on an aver age recelve 
$22.50 for a 40-hour week. 

Mr. Treacy. That isthe scale in my area. 

Mr. Tevier. That is the scale in your area ? 

Mr. Treacy. That is right. 

Mr. Tetier. Ina nonunion area? 

Mr. Treacy. Practically a nonunion area. 

Mr. Tetier. In making that average did you include the 20 percent 
who are subject to union contracts ? 

Mr. Treacy. No. 

Mr. Tetter. You excluded all union establishments in making that 
figure ? 

Mr. Treacy. No. I say the union scale in my area is $22.50 for a 
waitress for 40 hours. 

Mr. Teter. The union scale ¢ 
Mr. Treacy. That is right. 
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Mr. Texter. Is your establishment unionized ? 

Mr. Treacy. No, sir. 

Mr. Tetter. How much do you pay your waitresses 

Mr. Treacy. It varies. I have two classes of waitresses. I have day 

yaitresses and I have night waitresses. My day waitress gets $22.50 a 
week. The night w aitresses will av erage around $20. 

Mr. Teter. Are their tips included for the purpose of their social 
security contributions? Do you include their tips in calculating their 
social security contributions { ¢ 

Mr. Treacy. No, sir. 

Mr. TetierR. Do you have a health and welfare plan for your em- 
ployees ? 

Mr. Treacy. No. 

Mr. Teter. Do they have any paid holidays ? 

Mr. Treacy. The legal holidays of the State. 

Mr. Tetter. How many of those? 

Mr. Treacy. In our State we have Declaration Day; we have Christ- 
mas; we have New Years; of course, election day. 

Mr. Teiier. You give the full day off on election day ? 

Mr. Treacy. No. While the polls are open. 

Mr. Tetter. How many hours? 

Mr. Treacy. It is from 6 to 6. 

Mr. Teter. You mean the polls are open from 6 to 6? 

Mr. Treacy. Yes. Weare open tol a.m. 

Mr. Texter. Do you have any vacation schedule ? 

Mr. Treacy. Yes. 

Mr. Teter. What is that ? 

Mr. Treacy. Anybody who has been there for a year or more gets a 
week’s pay. 

Mr. Teter. Now, Mr. Treacy, do I understand your testimony to be 
that you believe that this is a more logical subject of regulation by the 
States rather than by Congress ? 

Mr. Treacy. That is right. 

Mr. Tetier. Is there any minimum-wage law in Indiana? 

Mr. Treacy. No. 

Mr. Teviter. Have you ever made any effort to secure a minimum- 
wage law for your employees in Indiana? 

Mr. Treacy. No; personally I have not. 

Mr. Tevixr. Really, doesn’t your testimony come down to an effort 
on your part to tell us in Congress that we ought not to legislate and 
to tell the States that they ought not to legislate also ? 

Mr. Treacy. No, because I think some States are trying to legislate. 

Mr. Trtier. Have you tried to help them along? 

Mr. Treacy. Personally, no. 

Mr. Triuer. Have you ever appeared in any State in opposition to 
State regulation of minimum wages? 

Mr. Treacy. No. 

Mr. Trtier. Have you ever testified at any hearing by an State 
committee or legislative committee designed to secure minimum wages 
in any State? 

Mr. Treacy. No, sir. 

Mr. Tetier. You say that you are the chairman of the legislative 
committee of the National Licensed Beverage Association. Are your 
activities limited to Indiana ? 
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Mr. Treacy. My personal? 

Mr. Trevier. Yes. 

Mr. Treacy. Yes. But not to other States. 

Mr. Tetier. You do not go to any other State? 

Mr. Treacy. No. 

Mr. Tetter. Do you have representatives in other States? 

Mr. Treacy. We have directors in each State in which we are aflili- 
ated. 

Mr. Tretter. To your knowledge have they ever appeared at hear- 
ings held by any other State legislative committee dealing with mini- 
mum wages? 

Mr. Treacy. Notito my knowledge. 

Mr. Tetier. You have been in this industry for a number of years, 
have you not? 

Mr. Treacy. Yes, sir. 

Mr. Tetier. You have acquainted yourself with the minimum-wage 
laws in the various States, both the pending laws and existing laws 
dealing with minimum wages, have you not ? 

Mr. Treacy. Yes, sir. 

Mr. Teter. Don’t you think that this Congress has the right or 
perhaps even an obligation to be somewh: at disappointed by the fact 
that so few of the States have general minimum-wage laws governing 
their employees ? 

Mr. Treacy. I do not know just how to answer that. 

Mr. Teter. I suppose your inclination is arguing with your quest 
for the facts. But it would seem to me, Mr. Treacy, that the Congress 
should be deeply concerned over that fact that it has through the Fair 
Labor Standards Act created a minimum wage and an overtime set of 
provisions applicable to employees engaged in commerce or in the 
production of goods for commerce, and that the States have failed al- 
most uniformly to take a single cue and to enact similar legislation 
governing employees not covered by the Federal law. 

Do you not think that is a legitimate cause of concern on our part ? 

Mr. Treacy. As far as you are concerned, it possibly is. But back 
when this law was repealed in 1933, Congress gave the States the right 
to regulate their laws. Consequently, almost every State has a differ- 
ent set of laws. 

Mr. Tetter. We would not mind if every State had a different set 
of laws. What we are concerned about is the fact that no States have 
no laws at all on the subject. 

Mr. Treacy. You mean as far as minimum wages are concerned ? 

Mr. Tewter. Yes. 

Mr. Treacy. Do you think that is something that is new in just the 
past few years and when the maority of these State laws were set up, 
as far as the regulations as to the beverage business is concerned, that 
it was not an issue at that time. 

Mr. Tetier. Do you believe that retail employees should be com- 
pletely unregulated by the States as regard to their minimum wages? 

Mr. Treacy. No. 

Mr. Trtier. You think there should be some regulation ? 

Mr. Treacy. Yes. 

Mr. Teter. You think there should be some minimum ? 

Mr. Treacy. Sure. 
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Mr. 'Tetter. Would you therefore favor an act of Congress, which 
some Members have under consideration, by which we would provide 
that our legislation should not be effected in any State where a mini- 
mum-wage “law exists, containing certain iendinda’ Do you think 
that is a good idea ¢ 

Mr. Treacy. Congressman, the proposed law right now would affect 
but very, very few establishments in the country. 

Mr. Tretter. Which proposed law ? 

Mr. Treacy. That is directly. 

Mr. Tretiter. Which proposed law are you talking about? 

Mr. ‘Treacy. The $500,000 exemption. 

It would not affect too many places directly. What we are con- 
cerned about is what might happen in the future. That is, indirectly. 

Mr. Tevter. You think it might go down to $100,000 ? 

Mr. Treacy. It is possible maybe in 4, 6, or 8 years. 

Mr. Tetier. And that you regard as undesirable ? 

Mr. Treacy. Very definitely. 

Mr. Trtter. Those employees who work in establishments where 
they sell no more than $100,000 worth of goods, are they not subect 
to the same Federal income-tax laws as the other employees who are 
now covered by the Federal act? 

Mr. Treacy. Surely. 

Mr. Texrer. Are they not similarly affected by any increase in the 
cost of living as anybody else, whether covered by the act or not ? 

Mr. Treacy. Surely they would be. 

Mr. Teiier. Will you tell us why we should be loathe to extend the 
coverage of minimum-wage legislation to these employees simply be- 
cause they happen to be w orking for a smaller establishment rather 
than a larger establishment ? 

Mr. Treacy. That I could not answer. It would be a little harder 
to answer. 

Mr. Teter. Thank you, Mr. Chairman. 

Mr. Kewey. Bc Ayres, do you have any questions? 

Mr. Ayres. No, I do not think I can add much to it. I appreciate 
Mr. Treacy coming 

How large an establishment do you have, Mr. Treacy? How many 
employees do you have ? 

Mr. Treacy. I have 15 employees. 

Mr. Ayres. What would you say the average take-home pay of 
your waitress is, including the salary and tips? 

Mr. Treacy. That I could not say. You will never find out from a 
waitress what she gets in tips. I would make a guess that the average 
would be around $50 or $55 a week. 

Mr. Ayres. I had an interesting experience in my own district. 

Mr. Treacy. I am not talking about your neighborhood places. I 
am talking about my establishment. 

Mr. Ayres. I have had an interesting experience in my district, 
which is Akron, Ohio, with a group of waitresses who are unionized. 
They met with me and suggested that I do everything possible to get 
their salaries up. I made this proposition: If we cet you covered 
under there and you get a dollar an hour, suppose we also say then to 

make certain you get a dollar an hour, that the customer leave his 
tip at the register when he pays his bill. They didn’t want any part 
of that. 
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Mr. Treacy. They don’t want any part of that. The only ones who 
know what they would make is themselves and the Internal Revenue, 
Mr. Ayres. From a practical point of view it is pretty difficult try- 


ing to establish a minimum wage taking into consideration tips and 
salaries. 


Mr. Treacy. That is right. 

Mr. Ayres. Whether you had a State law or a Federal law, it would 
be next to impossible to administer such an operation. 

Mr. Treacy. [think it would. I donot think you noone do it. 

Mr. Ayres. Where you would ask the waiter or waitress to report 

each evening. 

Mr. Tracy. They won’t tell one another what they make, let alone 
tell you. 

Mr. Ayers. Don’t they have a certain amount of pride in giving 
good service ? 

Mr. Tracy. Definitely. That is how they attain those tips; by 
service. 

Mr. Ayres. Do you have entertainment in your establishment ? 

Mr. Treacy. I have entertainment; yes. 

Mr. Ayres. This is aside from the Fair Labor Standards Act, but 
has your organization taken a position on the 20-percent cabaret tax? 

Mr. Treacy. We definitely fought for a reduction of it. 

Mr. Ayres. That is all I have. 

Mr. Ketiey. Thank you very much, Mr. Treacy. 

Mr. Treacy. Thank you, sir. 

Mr. A. Reois Ketter. Statement by Walter P. Reuther, president, 
Industrial Union Department, AF L-CIO. 
(The statement is as follows :) 










STATEMENT BY WALTER P. REUTHER, PRESIDENT INDUSTRIAL 


AFL-CIO 





UNION DEPARTMENT, 


My name is Walter P. Reuther. I am president of the Industrial Union Depart- 
ment, AFL-CIO, and I am filing this statement on behalf of the department. 

The Congress of the United States has no more important or necessary legis- 
lative task before it at the present time than to end the economic piracy of 
substandard wages and long hours of work that still prevail in large sections of 
American industry, trade and commerce. Legislation to extend the protection 
of the $1 an hour minimum wage and the 40-hour week, as provided in the Fair 
Labor Standards Act of 1938, to workers who have thus far been denied their 
statutory protection, should be speedily enacted without further delay. 

H. R. 4575, which has been introduced by Congressman Kelley of Pennsylvania, 
would extend minimum wage and maximum hour protection under the Fair 
Labor Standards Act to some 9,451,000 workers not presently covered. It should 
be promptly enacted by the Congress. 

H. R. 4575 would change the present coverage of the Fair Labor Standards Act 
in two principal respects: (1) Whereas the law now applies only to employees 
who are engaged in commerce or in the production of goods for commerce, under 
H. R. 4575 the law would also be extended to employees who are employed by 
any employer who is engaged in any activity affecting commerce; and (2) 8 
special exemptions now in the law would be eliminated, and the remaining 7 
exemptions would be substantially tightened and clarified. 

Both of these proposals are sound, and action on both of them is necessary if 
the Fair Labor Standards Act is to be made into an effective modern instrument 
for safeguarding minimum fair labor standards throughout interstate industry, 
trade, and commerce. 

The purpose of the Fair Labor Standards Act is a simple one. It is clearly 
stated in the act itself. Section 2 of the act declares its policy to be “to correct 
and as rapidly as practicable to eliminate” conditions of labor “in industries 
engaged in commerce or in the production of goods for commerce” which are 
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“detrimental to the maintenance of the minimum standard of living necessary for 
health, efficiency, and general well-being of workers.” The $1 an hour minimum 
vage, the requirement for payment of overtime at time and one-half the regular 
rate of pay per hour worked in excess of 40 in any workweek, and the prohibition 
of child labor are the standards adopted by Congress to carry out this policy. 

Unfortunately, these standards have never been applied throughout interstate 
industry, trade, and commerce. Only 3 percent of the employees in retail trade, 
and 17 percent of service workers, for example, are presently protected by these 
standards. Asa result of a special exemption contained in the law, agricultural 
workers are not covered at all by the law, nor are employees engaged in packing, 
canning, and other processing of farm commodities. Exemptions deprive many 
other workers, such as those in small telephone exchanges, small logging opera- 
tions, fish and seafood processing, merchant shipping, and a host of others in a 
variety of occupations, of the protection of a fair minimum wage and the 40-hour 
week. 

With some exceptions, most of the workers not presently covered by the Fair 
Labor Standards Act do not have the protection of collectively bargained union 
wage rates and working conditions. For the most part, these workers must 
look to Government, Federal, or State, to protect them against “wages too low 
to buy the bare necessities of life” and against “long hours of work injurious to 
health.” And in nearly every State this means that it is to the Federal 
Government, not the States, to which they must look for protection, for only 
half the States have any minimum wage law at all, and only 8 States and 3 
Territories have such laws applying to men, as well as women and children. 
State minimum wage standards are generally way below the Federal $1 an hour 
minimum standard, and few, if any, effectively regulate long hours of work 
in the interest of the workers’ health and welfare. 

That the protection of the Federal Government is needed by many of these 
workers is shown by the fact that even today retail and service workers make 
as little as 40 cents an hour, or $16 a week for a 40-hour week, in many sections 
of the country. There are hotel workers whose wages are as low as 30 to 35 
cents an hour, without tips. One sixth of the workers employed in packing, 
canning, and other processing of farm commodities earn less than 75 cents an 
hour, and two-thirds of these workers earn less than $1 an hour according to 
estimates made by the United States Department of Labor. On the average, 
about one-fourth, or 2,500,000 of the 9,451,000 workers to whom H. R. 4575 would 
apply, are presently receiving wages of less than $1, the legal Federal minimum 
under the Fair Labor Standards Act. 

Against the background of these facts, the inadequacy of the proposals for 
extension of coverage that have been made by Secretary of Labor James P. 
Mitchell, speaking for the Eisenhower administration, and the absurdity of the 
employers’ pleas of hardship and inability to pay, are obvious for all to see. 
The former clearly will not do the job that needs to be done. To harken to 
the latter would be a mockery on the promise of the full and satisfying life that 
America’s resources and know-how can and should guarantee to each one of 
our people. 

Secretary Mitchell has proposed amendments to the Fair Labor Standards Act 
that would extend minimum wage protection, according to the figures he him- 
self has given, to about 2 million employees employed by some 2,200 enterprises 
engaged in retail trade; 65,000 employees of metropolitan transit systems; 15,000 
telephone employees; 90,000 seamen; 50,000 hotel workers; 30,000 employees 
of large taxicab companies; and some 200,000 employees of about 100 construc- 
tion enterprises. 

The total number of employees who would be covered by the minimum wage 
provisions of the Fair Labor Standards Act if Secretary Mitchell’s proposals 
are adopted is only 2,450,000, as compared with the approximately 9,451,000 
employees to whom the minimum wage and maximum hours provisions would 
be extended under Congressman Kelley’s bill, H. R. 4575. Secretary Mitchell's 
proposal would benefit directly, according to estimates he has given the Subcom- 
mittee, only 400,000 employees who today are receiving wages of less than $i 
an hour. 

But, beside the question of their inadequacy, Secretary Mitchell’s proposals 
contain two propositions that are unsound in principle and threaten zreat danger 
to the continued effectiveness of the Fair Labor Standards Act. The first of 
these propositions is that the overtime provisions should not be extended to any 
additional employees; the new coverage would be limited to minimum wage 
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protection. The second proposal is that the new coverage would apply only in 
enterprises employing at least 100 workers; even if an employee was directly 
engaged in commerce or in the production of goods for commerce, existing ex- 
emptions would continue to exclude him from the protection of the act when 
the enterprise that employs him has 100 or more employees. 

I disagree with both of these propositions. 

I wish to state emphatically that in my opinion it is just as important to ex- 
tend the protection of the maximum hours provision to newly covered workers 
as the minimum wage provisions. These workers need and are entitled to such 
protection, just as much as the workers who now enjoy this protection. The 
employers of these workers will encounter no special hardship in adjusting to 
the 40-hour week and thereby providing labor conditions in their establishments 
in accord with generally accepted fair labor standards. 

I also believe it woud be most unfortunate to adopt a test of coverage based 
on the number of employees an employer has. Clearly, a plant with a few em- 
ployees can be quite as substantially engaged in commerce or can have just as 
much an effect on commerce as a plant with many employees. The degree of 
engagement or the amount of the effect depend on the character of the business 
in which the plant is engaged, not the number of employees it has. There being 
no necessary relationship whatsoever between the number of employees in a 
plant and its engagement in or effect on commerce, there can be no justification 
for such a test, particularly when the law has operated fairly and effectively 
without it for 18 years, except, in the case of the small logging operation ex- 
emption, which applies only when the number of employees does not exceed 12. 

Neither the waiver of the overtime provisions nor the 100-employee test of 
coverage is necessary to avoid undue hardship on any fair employer whose em- 
ployees can and ought to be brought under the protection of the minimum-wage 
and maximum-hours provision of the Fair Labor Standards Act. Those of us 
who have had occasion to sit down with management in collective bargaining 
negotiations have had to learn how to evaluate the forecasts of doom we always 
hear when we advance some new proposal for the workers’ benefit. The cries 
of disaster the subcommittee is hearing have an all too familiar sound to us. 
We have heard them all before. 

But even if it were true that the $1 an hour minimum and the 40-hour week 
are standards that some employers would experience hardship in adjusting to, 
these standards are certainly not so unreasonable that such employers should 
not be asked to shoulder such hardships. This, at any rate, is the theory of the 
wage and hour law. 

The minimum-wage and maximum-hours protection provided workers by the 
Fair Labor Standards Act is of benefit not only to the workers themselves, but to 
the fair employer and the economy of the Nation as a whole. Without this pro- 
tection many workers are the victims of ruthless chiseling and exploitation. 
There is no need or justification for this kind of economic piracy today. 

H. R. 4575 should be reported by the Subcommittee on Labor Standards and 
the full Committee on Education and Labor and should be passed by the House 
of Representatives without delay. 

On behalf of the industrial union department, AFT.-CIO, I thank the sub- 
committee for this opportunity of making this statement. 


Mr. A. Reats Kettey. Additional facts from Andrew J. Biemiller, 
chairman, legislative department, AFL-CIO. 
(The document is as follows :) 
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SumMary or AFL-CIO RECOMMENDATIONS FOR EXTENSION OF MINIMUM-WAGE 
CoveRAGE As CONTAINED IN Morse-Ketrey Brut (S. 1267 ann H. R. 4575) 


The AFL-CIO would like to see coverage broadened as much as possible, lim- 
ited only by principles of our Federal system of government and the prac- 
ticality of administration. The four basic changes in the Morse-Kelley bill 
(S. 1267 and H. R. 4575) would make it possible to extend coverage to about 
one-half the 20 million workers now exempt from its protection. 
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WHO ARE THESE WORKERS? HOW MANY WOULD BE AFFECTED BY THE MORSE-KELLEY 
BILL? 


Retail Trade and Service Workers (including laundry and cleaning) : 
Now exempt_--- spncerdinaucasiiipca shanna aren 8, 796, 000 
Covered by Morse- Kelley tied wecaeccnccrpenisnee 3, 725, 000 


Specific broad exemptions in the present act exempt all but about 3 percent 
of retail workers and 17 percent of service workers. The Morse-Kelley bill 
would do away with the present exemptions for employees of giant chains which 
dominate the retail field and lars ge-scale chain laundry and cleaning and dyeing 
firms, It would extend the law’s protection to workers in large retail and service 
firms doing business of $500,000 or more a year or having 5 or more branches. 

Retail and service workers now make as little as 40 cents an hour in many 
sections of the country. 

Technical, restrictive provisions and specific exemptions in the present law 
must be changed to provide coverage for this large number of unprotected wage 
earners. 


Hotels : 


mew: Cement 226i4 ce . peta oh oo ee ee 
Covered by Morse-Kelley bill_ ‘ 235, 000 


we ee er a ee ee wee eee 


The present law's retail exemption is applied to hotels, often big business in 
character, where wages, even for workers who receive no tips, are as low as 
30 to 35 cents per hour. In fact, contrary to popular belief very few hotel 
employees receive tips in addition to their earnings. 

The Morse-Kelley proposal for revising the retail.exemption provision would 
also apply to hotels. With its adoption, about 235,000 employees or one-half of 
all hotel workers would get needed protection under the minimum wage law. 


Wholesale trade: 
Diy CRORE ook : ; z _ 242, 000 
Covered by Morse-Kelley bill_ : 242, 000 


The present law’s restricted definition of “interstate commerce” exempts about 
10 percent of the Nation’s 2% million wholesale workers. Many of these work- 
ers, whose jobs obviously are in an industry involved in interstate commerce, 
receive less than the $1 minimum wage. The Morse-Kelley proposal would ex- 
tend coverage to almost all wholesale trade workers now deprived of FLSA 
protection. 

Agriculture: 
NOW: CRemiGe oi celine aaa aah ihe stats ashe Aa NG 
Covered by Morse-Kelley bill__. 1, 500, 000 


Agricultural workers are not covered at all by the Fair Labor Standards Act. 
They also are not covered under unemployment insurance laws or under the 
Labor Relations Act. Thus, they have no income to fall back on when they are 
jobless, even though they work in a highly seasonal industry. Their attempts to 
organize have been ruthlessly frustrated by employers, so that their bargaining 
power is almost nonexistent. Perhaps more than any other type of werkers in 
America, therefore, agricultural workers need the protection of minimum-wage 
coverage. 

A large percentage of farmworkers work on mechanized corporate farms, 
“factories in the field’’ where their jobs are similar to factory jobs. Wages are 
pitifully low and conditions are disgraceful. The Morse-Kelley bill would ex- 
tend coverage to agricultural workers employed on the relatively few large farms. 
The extension would have little effect on small farms and would help them to 
compete with the large-scale factories in the field. 

Agricultural processing : 
Now exempt siatolide . 233, 000 
Covered by Morse-Kelley bill. and aid 233, 00U 


Complicated exemptions in the present act now deny coverage to almost a quar- 
ter of a million workers in packing, canning; and other processing of farm com- 
modities. The Labor Department estimates that one-sixth of these workers earn 
less than 75 cents an hour and two-thirds less than $1 an hour. 

Partial exemptions from overtime provisions of FLSA extend to an additional 
660,000 workers in this field. 
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The Morse-Kelley bill would repeal all present exemptions applying to workers 
in this industry. This would give minimum wage and overtime protection to 
nearly 900,000 workers now completely or partially exempt from coverage. 


Small telephone exchanges: 
a na ncpraet _._ 22, 000 
I sind tmbarenenlanabepsarnaiorene 22, 000 


The original FLSA did not exempt any telephone operators. In 1939, the law 
was amended to exempt operators working in exchanges with less than 500 sta- 
tions and in 1949 the exemption was extended to exchanges with 750 stations. 
Large independent companies have been taken advantage of the exemption, in 
spite of their ability to pay, and even the giant Bell System could legally pay less 
than the $1 minimum wage in smaller exchanges. The Morse-Kelley bill would 
remove the exemption for telephone operators. 


Fish processing : 
Now exempt. __--_-_-- Pate eke laters 52 iabpebah Shaadbl in ateiekagibanan aie 26, 000 
Covered by Morse-Kelley bill__--~-- eee a ; 26, 000 


The present act exempts all fish-processing workers except those engaged in 
canning fish. There is no reason why firms engaged in other types of fish proc- 
essing should not have to pay at least the minimum wage paid by canning com- 
panies. Both for the benefit of the workers and for establishing competition not 
based on unfair wages, the Morse-Kelley bill would remove the fish processing 
exemption. 


Small-logging operations: 
Pen WN 5 


Sle donnie d ! ‘ és ats 110, 000 
Covered by Morse-Kelley bill___.____--~~-~ ees 


110, 000 


The present act exempts from coverage workers in logging operations with 12 
or less employees, supposedly because small lumbermen could not otherwise com- 
pete with large companies. However, large firms have made the provision un- 
realistic, because they have subcontracted so much of their business to smaller 
firms. In this way many workers who would have been employed by the larger 
firms and thus protected are cheated out of coverage. The Morse-Kelley bill 
would restore protection to all logging employees. 


OTHER WORKERS COVERED BY MORSE-KELLEY BILL 


Removing exemptions in the present law would also extend coverage to other 
workers in industries and occupations not now covered. Many of these workers 
earn low wages and badly need FLSA coverage. Present exemptions not only 
unfairly discriminate against unprotected workers, but also create unfair compe- 
tition between companies in the same industry. 

The Morse-Kelley bill would extend coverage to the following groups of work- 
ers in industries or occupations presently denied protection of the law. 


( 


Now exempt Morse- Kell 


Outside salesmen 1. 351, OO1f 451. 000 
Construction 1, 951, 000 1 400. 000 
Mining and manufacturing 321, OO 01.000 
Finance, insurance and real estate 414, 000 117. 000 
Seamen 117, 000 117,000 
Local transit companies 80, 000 30, 000 
Small newspapers 32, 000 32, 000 
Taxicab companies 50, 000 000 
Miscellaneous ! 2, 901, 000 210, 000 

1 Includes about 2 million domestic servants, who would be unaffected by the Morse-Kelley bill, and 


nearly 1 million workers in business and professional services and religious, charitable, and nonprofit or- 
ganizations, of whom approximately one-fifth would be covered by the Morse-Kelley bill. 
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Summary * 


Number Number 
Industry now covered by 
exempt Morse-Kelley 
bill 


Retailing and service (including laundry and cleaning and hotels) 9, 242, 000 3, 960, 000 
Outside salesmen 1, 351, 000 , 

Agriculture 3, 013, 000 , 500, 000 
Construction 1, 951, 000 7 , 000 
Wholesaling | 242, 000 2, 000 
Agricultural processing 233, 000 233, 000 
Finance, insurance, and real estate 414, 000 000 
Seamen.. 117, 000 7,000 
Small-logging operations 110, 000 , 000 
Mining and manufacturing 321, 000 , 000 
Local transit companies 80, 000 80, 000 
Small newspapers 32, 000 32, 000 
Seafood processing 26, 000 26, 000 
Taxicab companies 50, 000 50, 000 
Small telephone exchanges 22, 000 22, 000 
Miscellaneous a 2, 901, 000 210, 000 


Total itd : i 20, 105, 000 9, 451, 000 


1 Figures slightly revised from previous estimates. 
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ANALYSIS OF STATE MINIMUM-WAGE PROVISIONS 


An analysis of State minimum-wage provisions makes it clear that State 
legislatures have failed to protect workers excluded from the Federal act. 


GAPS IN STATE LAWS 


One-half of the States provide no minimum-wage protection at all for work- 
ers in nonmanufacturing industries. In two other States, Arkansas and North 
Dakota, the minimum hourly rate of less than 25 cents an hour is so low it 
is meaningless. 

Until recently, State minimum-wage legislation provided for a wage-board 
procedure under which rates were established for each industry separately, 
on the authority of 2 wage board appointed by the labor commissioner of the 
State. This procedure has led to serious discrepancies, even among States 
which do have some established minimum rates. For example, Pennsylvania 
established wage orders in 1947 for restaurant and hotel and laundry and dry 
cleaning trades, but no wage order was ever established for retail workers. 
Thus, workers in the retail trades in Pennsylvania have never had protection 
under State minimum-wage standards. In New Jersey, a 1956 wage order 
raised minimums for restaurant workers to a range of 87 cents to $1 an hour. 
Hotel workers, however, are not included in this order. Workers in the beauty 
culture industry in New Jersey are still operating under a 1943 wage order of 
$18 a week for a 48 hour week. In New Hampshire, laundry workers employed 
in nonprofit hospitals fall under the 1949 statutory minimum of 70 cents an 
hour. Private laundry workers are covered by a 1953 wage order of only 60 
cents an hour. 

Recently some States have departed from the wage-board procedure and es- 
tablished a basic minimum rate in the wage law itself. To date, however, there 
are still only 7 States or Territories (Alaska, Connecticut, Idaho, Hawaii, 
Massachusetts, Rhode Island, and Wyoming) that provide statutory minimum- 
wage coverage of 75 cents to $1 for all workers. Alaska is the only jurisdiction 
providing wage standards for all workers covered by the Territorial law equal 
to or above the Federal minimum, 


COVERAGE 


Only 8 States and 8 Territories in all have minimum-wage laws applying to 
both men and women workers. In 21 States, the minimum-wage laws apply 
only to women and minors, and in some States the laws apply only to women 
in specific industries. 

Even where States have added separate provisions for men brought under 
the State minimum-wage laws, they frequently exempt important industries. 
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For example, in 1949, New Hampshire added such a provision, but exempted 
hotels and restaurants. Thus in that industry, minimum-wage coverage in 
New Hampshire is still restricted to women and minors. 


STATE MINIMUM-WAGE LEVELS 


Alaska is the only jurisdiction providing wage standards for workers cov- 
ered by the Territorial law equal to or above the Federal minimum. Less than 
one-third (28 percent) of the States and Territories have wage provisions of 
75 cents to 90 cents for retail, laundry, hotel, and restaurant workers. In 
some of these, the rate of 75 cents or above is only applicable in large cities, 
And in many of these States, other important industries such as beauty culture 
and canning are excluded. Thity-six States have no wage orders covering 
canning. This includes relatively “high’ minimum States such as Colorado, 
Minnesota, New Jersey, New York, and Utah whose wage orders for retail, 
laundry, hotel and restaurant workers are in the 75 cent to $1 bracket. 


NUMBER OF WORKERS COVERED 


It is estimated that about 3,664,000 are covered by State minimum-wage rates 
established since 1945. Thus only 18 percent of the 20 million workers excluded 
from the Federal Act are protected by State minimums. This 3.6 million in- 
cludes workers in States whose statutes provide for extremely low levels— 
States such as Pennsylvania for example, with minimums of 30 to 40 cents for 
hotel and restaurant employees. 

About 7 million workers excluded from the Federal statute are in retail trade. 
Only 1,568,000 of these employees are covered by State minimum-wage orders— 
about 22 percent of all the workers in retail trade. Workers in only 1 State, 
New York, have standards equal to the Federal minimum-wage of $1 an hour. 

Approximately 38 percent of the 1,353,000 workers employed in eating and 
drinking establishments are covered by State minimum-wage orders. These 
orders range from 30 to 75 cents. Only four jurisdictions, Alaska, Massachu- 
setts, Nevada, and Rhode Island establish standards of over 75 cents for all 
hotel and restaurant employees. 

On the following pages are four tables showing State minimum-wage provi- 
sions in effect in each State for retail trade, laundries and dry cleaning, hotel 
and restaurant, and canning. 
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TABLE 1.—State minimum-wage laws and orders applying to retail trade, by 


ed State, 1957 
in 
Year | Estimated 
present number of 
tates with minimum Minimum hourly rate rate Type of employes employees 
urly rates of estab- covered | 
pve lished by law 
an (thousands) 
of } 
In 7 el or mor 
aS. A Jask $1.25 1955 Ven ) en ind 
. minors 
© California 75 cer 1952 Women and minor 00 
1g or rado 60 to BO ¢ t 1O5¢ co 
t i ) 
lO, Connecticut 75 cent 1951 Men, women, and 2 
2 minors 
il, District of Columbia do 1953 Women and minors 22 
lawaii 65 to 75 cents | 1955 Men, women, and ( 
| i i ui a 
iaano 75 cents 195 ‘ 21 
* pesytighrraner 80 cent 1957 do 208 
es Mit nesota 60 to 85 ct nts- 1957 W omen and minors } 54 
‘evada 49 to Bi “ents Yo. Women } 
“dd New Hampshire... 75 cents 1955 Men, women, and | 27 
n- minors. 
New Jersey 2 60 to 8246 cents 1949 Women and minors 70 
% New Mexico 4 75 cents 1955 Men, women, and ] 
r | minors. 
New York 90 to $1 1957 lo 91 
e Rhode Island 00) cents 1956 do si 
° Utah 66 to 80 cents 1956 Women and minors $ 
— W yoming 75 cents 1955 | Men and women ) 
e, 60 to 74 cents: 
: North Dakota_._- 65 cents | 1957 Women 9) 
r. Oregon 70 cents 1952 Women and minors 26 
id Washington 65 cents 1949 do 38 
se Wisconsin 50 to 70 cents... 1956 do 67 
30 to 59 cents: 
i Arizona 55 cents 1954 Women I 
ul Kentucky- 40, 45 and 50 cents : 1947 Women and minors 36 
linois 4 55 cents 1948 lo 
s Puerto Rico 33 to 43 cents 1955 Men, women, and mi- (‘) 
1- nors, 
a] Less than 30 cents 
Arkan 16 cents 1915 | Women } 16 
outh Dakota 22 to 28 cent 1943 d S 
Estimated total em- 1, 568 


ployed under wage 


provisions, 


Data on coverage is not available, 

? Court order restraining 1956 wage order of $1.00 issued on October 1, 1956. Case on appeal. 
Mir 1m wage law declared unconstitutional 12/56. Case on appeal. 

circuit court held order void 6/7/49. 


/ 






‘ Tlinois 





States with no minimum-wage standards * 


Alabama: No minimum wage provision. 
Delaware: No minimum wage provision. 
Florida: No minimum wage provision. 
Georgia: No minimum wage provision. 
Indiana: No minimum wage provision. 

Iowa: No minimum wage provision. 

Kansas: No minimum wage provision. 
Louisiana: No minimum wage orders issued. 
Maine: No minimum wage orders issued. 
Maryland: No minimum wage provision. 
Michigan: No minimum wage orders issued. 
Mississippi: No minimum wage provision. 
Missouri: No minimum wage orders issued. 
Montana: No minimum wage orders issued. 
Nebraska: No minimum wage provision. 
North Carolina: No minimum wage provision. 
Ohio: No minimum wage provision (for retail trades). 


1 States designated “no orders issued” indicate the States have basic minimum wage 
provision, but no action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 
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States with no minimum-w ge standards Continues 


Oklahoma: Law held unconstitutional (1939). 

Pennsylvania: No minimum wage provision (for retail trades). 
South Carolina: No minimum wage provision. 

Tennessee: No minimum wage provision. 

Texas: No minimum wage provision. 

Vermont: No minimum wage provision. 

Virginia: No minimum wage provision. 

West Virginia: No minimum wage provision. 


TABLE 2.- 
cleaning establishments, by State, 1957 


States with minimum hourly rat Minimum hourly rate ent rat Type of employees 
of estal 
7 } ] 
75 cel or more 
Alaska ¢ 19 M women, and minors 
( ornia 75 t 1952 Women and minors. 
C dc 60 to & ‘ } 1956 Do 
Connecticut 7 t 1951 Vien, women, and minor 
District of Colun 1 19 W om d minors. 
Hawai t f 19 Men, we n, and minor 
Idaho 7 S 19 D 
M assachusett 80 cx 19 D 
Minnesota 70 t 198 We ind minors 
N la s rr 19 W I 
N Terse\ RI t S 195¢ Wo n and minors. 
( er 
New York 70 t 7 i 19 Te womer und rr r 
tr 
R I 1 90 ce 19 D 
I t 75 »s 195 W I minor 
W I 1 e 5 
60-74 s 
New Hamps! f ? Di 
North Dakota ) 6316 cent 1953 Wome 
Oreo! f t ] Wo } I ors 
\ I 65 « | Do 
Ww 0 to 70 ce 195¢ 1) 
30-49 cx 
Arizona i i t 1948 D« 
1 ke 
New M ( I M ind mino 
(2 , 1 ) ) 
oO} 15 - : 1034 pw ind minors, 
Puer Rico ( 1955 Me women, and minors 
Le dcent 
ene 5A cent 1915 Womer 
I] ) 2 28 cent 19 Wi 1 and minors 
| tuck 20 to 28 1942 0 
Pen l I 27 cent { DD 
South Dakot 22.2 to 27.8 I 194 We ( 
1 Data on number of worker overed by Stat iws in this industry are not available 
M wage law declared unconstitutional December 1956. Case on appeal 


States without minimum wage standards! 


Alabama: No minimum wage provision. 
Delaware: No minimum wage provision. 
Florida : No minimum wage provision. 
Georgia : No minimum wage provision. 
Indiana : No minimum wage provision. 
lowa: No minimum wage provision. 
Kansas: No minimum wage provision. 
Louisiana : No minimum wage orders issued. 
Maine: No minimum wage orders issued. 
Maryland: No minimum wage provision. 
Michigan: No minimum wage orders issued. 
1 States designated “no orders issued” indicate that the States have 
wage authority, but no action has been taken to set standard under the 


source 


Department of Labor and Bureau of National Affairs, In¢ 


State minimum-wage laws and orders applying to laundries and dry 


basic min 
law 
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States without minimum wage standards—Continued 


Missouri: No minimum wage orders issued. 

Montana: No minimum wage orders issued. 

Nebraska : No minimum wage provision, 

North Carolina : No minimum wage provision, 

Oklahoma: Law held unconstitutional (19389). 

South Carolina: No minimum wage provision. 

Tennessee : No minimum wage provision. 

Texas : No minimum wage provision. 

ry | Vermont: No minimum wage provision. 
| Virginia: No minimum wage provision. 

West Virginia: No minimum wage provision. 

' 


| Mississippi: No minimum wage provision. 


TABLE 3.—State minimum wage laws and provisions applying to hotel and 
i restaurant establishments 


Estimated 








Year number of 
States with minimum Minimum hourly rate present Type of employee employees 
j hourly rates of rate es- covered by 
| tablished law (thou- 
sands) ! 
' 
' 75 cents or more } 
j Alaska $1.25 - 1955 Men, women and mi 
| ! nors 
California 75 cents sis 1952 Women and minors 65 
Colorado 60 to SO cent 1956 anntee ) 
Connecticut 75 cents ‘ 1951 Men, women, and mi 
nors 
District of Columbis do 1955 Women and minor | ) 
Hawai 5 to 75 cent 1955 Me wome! ind mi 
) | 
Idaho 75 cent 1955 ae t 
Massachusetts 85 cent 1957 do | 2 
Minnesota 60 to 75 cents... 1953 Women and mino | 18 
Nevada 8714 cents 1955 Women | 
New Jersey | 87 cents to $1 (nonservice 1956 Women and minors . 
} (hotel workers exempt) 
52 to 75 cents (restaurant 1953 Men, women, and mi- 179 
. . | 5 to 75 cent hote non 1954 nors. 
New York a 7 service), 40 to 50 cents 
| (hotel—service). 
Oregon 75 cents 1956 Women and minors 9 
Rhode Island : 90 cent 1956 Men, women, and mi- 2) 
i nors 
Utah . 70 to 75 cents (restaurant), 1956 Women and minors 
75 to 80 cents (hote 
W voming 75 cents 1955 Men and women. 2 
60 to 74 cents } 
| Ohio 70 cents (nonservice 55 1956 Women and minors | 45 
i ; } cents (service } 
Washington 65 cents 1950 at nn 
Wisconsin 50 to 70 cents | 1956 omtnlbiasica 18 
20 to 59 cents 
Kentucky 40 to 50 cents (restaurant), 1947 do 10 
: 26 to 45 cents (hotels). 
New Hampshire 10 cents (service), 50 cents 1950 do | 2 
i (nonser vice). | 
| New Mexico 3 50 cents... 1955 Men, women and, { 
minors 
i North Dakota 55 to 58 cents 1956 Women } } 
| Pennsylvania 29 cents (service), 39 cents 1947 Women and minors 50 
(nonser vice | 
| Puerto Rico 31 to 42 cents 1955 Men, women, and | 
| minors 
| Less than 30 cents: L : | 
j Arkansas 15.6 cents 1915 Women 3 
South Dakota 22.2 to 27.8 cents 1943 do 
Estimated total em- : 5i¢ 
ployment under 
wage provision. 
| Employment estimates include only eating and drinking establishments. Hotel work ire excluded 


Data on number of workers covered by State law not available. 
Act declared unconstitutional December 1956. Case on appeal. 


ow = 
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States with no minimum-wage standards’ 


Alabama : No minimum-wage provision. 
Arizona : No minimum-wage provision (for hotel and restaurant). 
Delaware: No minimum-wage provision. 
Florida : No minimum-wage provision. 
Georgia : No minimum-wage provision. 
Illinois : No minimum-wage provision (for hotel and restaurant). 
Indiana : No minimum-wage provision. 
Iowa: No minimum-wage provision. 
Kansas: No minimum-wage provision. 
Louisiana : No minimum-wage orders issued. 
Maine: No minimum-wage orders issued. 
Maryland: No minimum-wage provision. 
Michigan : No minimum-wage orders issued. 
Mississippi: No minimum-wage provision. 
Missouri: No minimum-wage orders issued. 
Montana : No minimum-wage orders issued. 
Nebraska : No minimum-wage provision. 
North Carolina: No minimum-wage provision. 
Oklahoma: Law held unconstitutional (1939). 
South Carolina : No minimum-wage provision. 
Tennessee : No minimum-wage provision. 
Texas: No minimum-wage provision. 
Vermont: No minimum-wage provision. 
Virginia : No minimum-wage provision. 
West Virginia: No minimum-wage provision. 
1 States designated ‘“‘no orders issued” indicate that the States have basic minimum-wage 
authority, but no action has been taken to set standard under the law. 


Source: Department of Labor and Bureau of National Affairs, Inc. 


Taste 4.—State minimum-wage laws and provisions applying to canning 
industry, by State* 


Y ir DT 
States with minimum v rat 1 ! t t rat f on 
ol ) 
’ 
ii Cu 

75 cents or more: 
Alaska $1.2 1955 Men, women, and minor 
California 75 cent 1952 Women and minors 
Connecticu ) 19 Mi vyomen, and mino 
Hawai < 65 to 75 ec 1955 Do 
Idaho-__- 75 cents 195 Do 
Massachusetts ; SO cent 1957 } Do 
Nevada... 75 to 8746 cents | 1955 W orn 
New Hampshire 75 cents 1955 Men, women, and minor 
New Mexico 2. ae lo 1955 Do 
Rhode Island 99 cent 195¢ Do 
W voming 75 cent 55 Men and wor 

60 to 74 cents: 
Oregon 66 cents. | 1955 Women and 
Washington 65 cent 1951 Do 
Wisconsin. ..- 50 to 70 cents 1956 Do. 

30 to 59 cents 
Kentucky 40 to 45 cents_. 1947 Do. 
Minnesota 28 to 38 cents 4139 Do 

Less than 3v cents: South Dakota_| 22.2 to 27.5 1943 Wome! 

1 Data on number of workers covered by State laws in this industrv are not 





2 Act held unconstitut 
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States with no minimum wage standards* 


Alabama: No minimum-wage provision. 
Arizona: No minimum-wage provision (for canning). 
Arkansas: No minimum-wage provision (for canning). 
Colorado: No minimum-wage provision (for canning). 
Delaware: No minimum-wage provision. 
District of Columbia: No minimum-wage provision (for canning). 
Florida: No minimum-wage provision. 

Georgia: No minimuim-wage provision. 

llinois: No minimum-wage provision (for canning). 
Indiana; No minimum-wage provision. 

Iowa: No minimum-wage provision. 

Kansas: No minimum-wage provision. 

Louisiana: No minimum-wage orders issued. 

Maine: No minimum-wage orders issued. 
Maryland: No minimum-wage provision. 

Michigan: No minimum-wage orders issued. 
Mississippi: No minimum-wage provision. 

Missouri: No minimum-wage orders issued. 

Montana: No minimum-wage orders issued. 

Nebraska: No minimum-wage provision, 

New Jersey: No minimum-wage provision (for canning). 
New York: No minimum-wage provision (for canning). 
North Carolina: No minimum-wage provision. 

North Dakota: No minimum-wage provision (for canning). 
Ohio: No minimum-wage provision (for canning). 
Oklahoma: Law held unconstitutional. 

Pennsylvania: No minimum-wage provision (for canning). 
Puerto Rico: Rate set under Federal law. 

South Carolina: No minimum-wage provision. 
Tennessee: No minimum-wage provision. 
Texas: No minimum-wage provision. 

Utah: No minimum-wage provision (for canning). 
Vermont: No minimum-wage provision. 

Virginia: No minimum-wage provision. 

West Virginia: No minimum-wage provision. 








1 States designated “no orders issued” indicate that the States have basic minimum-wagre 
authority, but no action has been taken to set standard under the law. 


AFL-CIO Farr LAnor STANDARDS Fact Sueetr No. 8 
WHOLESALE TRADE 
I. INDUSTRY DESCRIPTION 


Wholesale trade is one of the largest industries in the national economy. 
According to the United States census of business there were, in 1954, 252,000 
wholesale establishments with an annual sales volume of approximately $234 
billion. 

Approximately 2144 million workers are employed in wholesale trade. 

The great majority of these employees are subject to both the minimum-wage 
and overtime provisions of the Fair Labor Standards Act. However, about 
242,000 employees (excluding outside salesmen) are exempt under the present 
statute. 


II. IMPACT OF THE WHOLESALING INDUSTRY ON INTERSTATE COMMERCE 


The wholesaler is an integral link in the American mass-production system, 
and performs services which are essentially interstate in character. 

Wholesale trade depends largely on goods received from outside the area 
of the wholesaler. Because of the great number of items normally assembled for 
distribution, most wholesale centers depend more upon outside goods than 
upon locally manufactured ones. For a given wholesaler, the competitive-selling 
area of a product may be relatively narrow, whereas his supply area may extend 
over the entive United States. 
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The present act does not extend to any employment after goods have moved 
in interstate commerce. Thus it does not apply to storage or distribution of 
goods unless (1) the area of distribution extends beyond the State, (2) particu- 
lar goods are obtained from other States pursuant to a prior contract, or (3) 
the retail outlets are under obligation to fill their needs through the particular 
warehouse. 

These qualifications mean that the present act protects all employees in some 
of the wholesale establishments, but in most establishments only a part of the 
employees are protected. 

The provisions are so cumbersome that many wholesalers are not certain 
which of their employees are subject to the act and which are not. One week an 
employee may be subject to the act; the next week he will be exempt. The 
result is that many wholesalers are inadvertently violating the act, and many 
employees who are subject to the act are not receiving benefits. 

A second area where employees are exempt is the case of wholesalers who 
receive no goods from outside the State and distribute within the State. How- 
ever, a substantial portion of the goods which nearly all these wholesalers dis- 
tribute has moved in commerce from outside the State initially, and these whole- 
salers compete with other wholesalers, many of whose employees are covered by 
the act. This leads to unfair competition between wholesalers who must comply 
and those who through Jaw are exempt. 

In 1941 the Wage and Hour Division of the Department of Labor made a 
study of the effects of the original act on the wholesale-grocery trade. A number 
of wholesale grocers indicated that they were relatively satisfied with the wage 
and hour standards but were disturbed by the failure of competing noncovered 
firms to comply. Both large and small wholesalers in compliance felt that uni- 
formity of coverage was more important than any relaxation of statutory stand- 
ards. Partial coverage thus makes for inequities among employers and leads 
to unfair competition in certain areas of wholesale trade. 


III. CURRENT WAGE DISTRIBUTION IN THE INDUSTRY 


Wholesale trade is a relatively high-wage industry. However a considerable 
number of wholesale workers receive very low wages. A recent BLS survey 
covering wholesale trade found that average hourly earnings for material- 
handling laborers in Atlanta were $1 an hour and for 1 category of truckdrivers 
only $1.07. In Baltimore, janitors in wholesale establishments averaged only 
$1.08. Since the averages in these categories were at or barely above the statu- 
tory minimum, it is obvious that many workers were actually receiving less than 
$1 minimum wage. 


IV. MORSE-KELLY BILI 


The change in the basic coverage of the law which would be brought about 
through enactment of the Morse-Kelly bill would extend Fair Labor Standards 


il 


Act coverage to virtually all of the 242,000 workers now excluded. 
AFICIO Farr LABOR STANDARDS Fact SHEET No. 4 
HOTELS 


I. CONDITION OF THE INDUSTRY 


56 was a record year for the hotel industry. Gross receipts rose to a record 
52 million—an increase of over 4 percent from 1955, according to a report by 
Charles A. Horrworth, executive vice president of the American Hotel 
Association. 


Construction of new hotels in the United States was also on the upswing in 





1956 with 90 new hotels built or under construction in the first 10 months of 
the year. 

The largest hotel chains realized even more spectacular gains. The Wall 
Street Journal of March 12, 1957, reported that earnings of the Hilton chain for 
1956 increased 84 percent over 1955. Earnings in 1956 equaled $4.50 a share as 
compared to $2.52 a share in 1955. 

The motel and tourist court business has experienced phenomenal growth. 
According to the Department of Commerce, motel and tourist court receipts 


3 


showed a gain of 130 percent from 1948 to 1954. 
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The December 24, 1955, issue of Hotel Gazette reported that there were over 
60,000 motels in the United States in 1955, doing over a billion dollars worth 
of business. The Gazette article stated: “Major operators, particularly among 
the chains, are setting their sights on motels. At a fast pace, the past year has 
seen the buying, building, and leasing of motor hotels by several chains.” 


Il. HOTELS IN INTERSTATE COM MERCI 


2 


The 1950 Directory of Hotel Systems lists 123 interstate hotel chains with 3 
or more hotels each. These chains operate a total of 1,260 hotels. Among these 
are the most familiar names in the hotel business such as the Hilton-Statler 
and Sheraton. Such hotels employ about 11 percent of all hotel workers. 

About 37 percent of the chains operate in only 1 State. The remaining 65 
percent—nearly two-thirds of the chains—operate hotels in two or more States. 

These facts are most pertinent to the question of including hotel workers 
under the minimum wage provisions of the FLSA. 

Great changes have come about in the hotel industry since the FLSA was 
adopted 18 years ago. Then there were no such giant chains of hotels in exist- 
enve as the Sheraton and Hilton for example. Today each of these chains is a 
huge network of units, with establishments not only in this country but in nu- 
merous foreign ones as well. 

This consolidation of hotels has naturally brought with it wholesale buying 
of supplies and equipment with goods shipped across many State lines. Reserva- 
tions of rooms are now made by central bureaus of the hotels for any city in 
which it has units. Through advertising and promotion it tries to attract—and 
does attract—guests from every part of the United States. 


III, CURRENT WAGE DISTRIBUTION IN THE INDUSTRY 


Wages of hotel workers are notoriously low. The Bureau of Labor Statistics 
made a survey of earnings of hotel service workers in 19 cities during the 
summer of 1955. This survey showed very low wages generally as well as wide 
regional variations for the same occupation. 

For example, citywide averages for chambermaids ranged from 40 cents an 
hour or less in 4 southern cities to $1.27 in San Francisco. Even in Philadelphia 
and Washington, they averaged only about 80 cents an hour. The variation for 
pantry women was even greater, ranging from 39 cents an hour in Birmingham 
to $1.68 in San Francisco. Average hourly earnings for dishwashers ranged 
from 32 cents in Houston to $1.34 in San Francisco. 

Employees in these occupations, despite their low wages, receive no tips. Asa 
matter of fact, contrary to widespread impression, only @ small proportion of 
hotel workers receive tips. Thus a New York State survey for January 1956 
found that only 22 percent of the State’s hotel workers received tips from 


customers in addition to their cash payment. 
IV. INADEQUACY OF STATE LAWS 


In many States where large chain hotels operate, there is no State minimum 
wage coverage at all, as for example, in Florida, Missouri, Michigan, Connecticut, 
Illinois, New Mexico, and Texas, 

Even in States that do provide minimum wage coverage, the provisions are 
inadequate, and the complicated wage board procedures required by law prevent 
standards from keeping pace with rising living costs. 

New York employs more hotel and restaurant workers than any other State. 
It is one of the “high” minimum wage areas compared to standards in other 
States. 

The hotel order provides for 75 cents for nonservice workers in New York 
City, 72 cents elsewhere in the State: 50 cents for dining room service workers, 
and 48 cents for bellmen and baggage porters in New York City; 45 cents for 
this category elsewhere. 

Rates in resort hotels are considerably less. For example, a hotel as weli 
known and prosperous as Grossingers has the benefit of a resort rate which is 
as little as $8 per week. 

These rates were set in 1952. It has taken 4 years to convene a new hotel 
and restaurant wage board. Investigations and hearings generally take 1 to 2 
years. The workers who need the protection of minimum wages are unorganized 
and unable to cope with the intricacies wage board procedures involve. It is 
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often a practical impossibility for them to take time off from work to come in 
and give testimony in order to convince the board to fix a realistic minimum 


wage. Such procedures render State laws ineffective in giving hotel workers 
the minimum wage protection they need. 


V. MORSE-KELLEY BILL 


The provision in the Morse-Kelley bill removing the retail exemption from 
establishments doing an annual volume of business of $500,000 or more would 
apply to hotels. If it were adopted, some 235,000 or roughly one-half of all 
hotel workers would gain minimum wage protection. 


AFL-CIO Fam Lasor STANDARDS Fact SHEET No. 5 
RETAIL TRADE 
I. THE RETAIL INDUSTRY 


Retail trade today constitutes a multibillion dollar industry operating thou- 
sands of stores with several million employees. Presently only 230,000 workers 
employed in mail order houses and in central offices and warehouses of chain 
stores are covered by the FLSA. 

The census of business for 1954 provides the latest available detailed statistics 
with regard to retail establishments. According to these statistics, all retail sales 
constitute 42.9 percent of our gross national product. Retail sales of stores with 
an annual sales volume of $500,000 or over do business that constitutes 18.4 per- 
cent of our gross national product. 

According to the census, 1.6 million retail establishments operated throughout 
the year 1954; 4 out of every 5 of these establishments had sales of less than 
$500,000 or more. But the 3 percent of 


retail stores doing a volume of business 
of $500,000 or more accounted for more than 40 percent of sales, and more than 
one-third of total employment. These large stores clearly have a dispropor- 
tionate impact relative to their numbers on retail trade. 

These stores are clearly the major profitmakers in the retail industry, and 
indeed their profit picture compares favorably with other “covered” manufactur- 
ing firms of similar size 

The National City Bank of New York in its monthly letter for April 1956 stated 
that 25 of the largest grocery chain companies reported a total net income of over 
$94.5 million in 1955 or nearly 11 percent above the 1954 level. 





Business Week points out that among the Nation’s 20 biggest retailers: “Every 
company among the top 20 scored an increase in sales.” 


All but two pulled up 
their profits. 


II. IMPACT ON INTERSTATE COMMERCE 


In 1939 when the FLSA was enacted, super markets accounted for less than 


one-fifth of the total dollar volume of food in the United States. During the 
past 15 years the number of supermarkets has more than tripled. 

Giant chains won immunity fre the requirement to pay the statutory mini- 
mum wage under a law which was intended to exempt only small neighborhood 
stores. The difference between huge chains and small locally owned stores is 


as between day and night. 

The chain enterprises operate through centralized headquarters with central- 
ized purchasing and control. They have virtually eliminated the wholesaler. 

As Secretary of Labor Mitchell testified in FLSA hearings last year: “These 
multi-State enterprises are basically not local or intrastate in the most important 
characteristics including ownership, control, financing, management, and per- 
sonnel! policy. 

The chain groceries have subsidiaries which operate milk plants, general fac- 
tories, coffee roasting plants, and even an insurance company. The American 
Coffee Corp., owned by A. & P. is the world’s largest coffee purchaser. 





Ill. WAGE DISTRIBUTION IN THE RETAIL INDUSTRY 


The wages of retail workers have lagged far behind those of industrial workers 
who are more highly organized and have the protection of the FLSA minimum 
wage. In 1932 the average retail worker averaged $20.71 as compared with only 
$17.05 for the average factory worker. 
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roday that picture is completely reversed. While the average weekly wage 
for factory workers in November 1956 was $84.42, retail workers had earnings 
of only $60.04. 

According to the Labor Department estimates in 1955 in multi-State retail 
) percent of all employees were paid less than 75 cents an hour, 


1an 90 cents, 25 percent less than $1 and fully 50 percent less 


establishments, 


Department of Commerce figures show that in 1955 annual earnings of full- 
time employees in retail trade were lower than in any other major nonfarm 
A services. Average annual earnings in that year were $3,221 or 26 
der the level in manufacturing. 

Contrary to popular impression, it is these larg 
uently pay substandard wages. When a small retailer needs additional help 
he has to hire an all-around man or combination salesman, assistant, and standin 
en the owner is not in the store, and for whose services he must pay competi- 


| 
{ 
} 
il 


e chain stores that most fre- 


tive wage Work in large stores is broken down into assembly-line jobs such 
as mere order taking, checking, or packaging. The retail worker in such stores, 





without union organization or minimum wage protection, must accept whatever 


4 retail wage survey in New Jersey conducted in 1954 bears out this fact. 
rier he pr rtion of l ‘etail res with 50 or more employees receiving 





s ’ 


than $1 an hour was almost the same as that for stores with 25 to 50 
employees and stores employing fewer than 5 workers. ‘The proportion of 
women earning under $1 an hour in the large stores (over 50 employees) was 


£ ~ +! $ } } . Yr) ] te . 
eater by far than in the other smaller stores. 


IV. WAGE-COST RATIO 
Retailers frequently contend that theirs is a low productivity industry. Esti- 


mates indicate, however, that with increasing concentration in larger and more 


] 
in retailing has increased considerably since before 


efficient units productivity : 
World War II 
Wage costs—payroll as percent of sales—for 1954 in retail establishments with 


more than $500,000 sales were 11 percent. This compares to 40 percent in air- 


craft: 86 percent in electrical products, 22 percent in paper; and 15 percent in 





petroleum—to name a few examples in “covered” industries. 

Professor Blum in his staff report to the Senate Labor Committee in 1 has 
calculated that if the $1 minimum wage were applied to the entire retail indus- 
try—with no other compensating adjustments and with consumers bearing the 


ntire cost of the increase 


‘The maximum conceivable adjustment is estimated to amount to an increase in 





the price of retail goods of less than one-half of 1 percent (0.5 percent » .* 

Thus, to put it another way, the maximum effect if the total increase were 
passed on to the public would be the equivalent of an increase of one-half per- 
ce} n the Consumer Price Index. Certainly every principle of decency and 
justice dictates that this would be a very small price to pay to assure a m nimum 
standard of health and decency to retail workers and their families. 


V. COLLECTIVE BARGAINING AGREEMENTS IN THE RETATL INDUSTRY 


Another indication of the ability of large retail companies to adjust to $1 
minimum wage is the experience of retail workers’ unions who have won sub- 
stantial wage increases from employers in retail trade. These retailers have 
remained in business and continued to make sizeable profits. 

Typical of such contracts, is the agreement between the Retail Clerks Inter- 
national Association, AFL—CIO and the Associated Food Retailers of Greater 
Chicago covering about 12,000 employees establishing a 40-hour week and wage 
rates for clerks ranging from $1.24 to $1.85 an hour. Even part-time employees 
receive a minimum of $1.05 per hour 

Another example is the agreement between the Retail Clerks and the Central 
Hardware Company of St. Louis, Mo. which sets forth rates ranging from $1.58 
for storeroom employees to $1.80 for city order, hardware, plumbing, and lumber 
salesmen. There is no indication that Central Hardware is on the verge of 
bankruptcy as a result of paying decent wages. 

Contracts on file in the Research Department of the Amalgamated Meat 
Cutters and Butcher Workmen of North America, AFL-CIO covering 123,000 
workers in retail grocery and meat sales show nowhere—North, South, East or 
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West—any wage of less than $1 an hour. These contracts cover not only the 
larger supermarkets employing between 30 and 100 workers but also the smaller 
stores with 1, 2 and 3 employees. 

The vast majority of unionized retail stores have already demonstrated that 
the payment of $1 an hour presents no economic problem whatsoever. 


VI. STATE MINIMUM WAGE STANDARDS 


Retail workers can look to very little protection from state minimum wage 
laws. A majority of the states (26) have no protection at all for retail em- 
ployees. In 14 other States the law applies only to women and minors. In two 
other States (New Mexico and Minnesota) the effect of the minimum has been 
nullified by court action. 

Of the six States which now provide covarage for all retail employees (New 
York, Massachusetts, Connecticut, Rhode Island, Wyoming, and Idaho) the 
minimum applicable to retail employees ranges from 75 cents in Connecticut to 
$1 in New York. Here we can see the effect of leaving minimum wage regulation 
of large retailers to the States. An A. & P. employee in New York City gets a 
minimum of $1 an hour, but in the neighboring State of Connecticut an em- 
ployee doing the same work for the same company gets 25 cents an hour less. 

In the last 10 years not a single wage order has been issued in several States 
with minimum wage laws. Even important industrial States, such as Michigan, 
Indiana, Ohio, and Pennsylvania do not have any effective minimum wage law 
benefiting retail employees. 

As of March, 1956, 1,568,000 retail trade employees were subject to State 
minimum wage laws. This is less than 20 percent of all retail employees 

Thus even when there is a State law, most of them cover only women and 
minors and on the whole provide standards far below either the Federal minimum 
or any minimum which would permit a decent standard of living. 


VII. MORSE-KELLEY BILI 


This bill would extend coverage to employees employed in a retail or service 
establishment by an employer having 5 or more establishments or a total annual 
dollar volume of sales of goods or services of more than $500,000. An establish- 
ment would be deemed to be a “retail or service establishment” only if not more 
than 25 percent of its annual dollar volume of sales of goods or services is for 
resale or is made to customers who are engaged in a mining, manufacturing, 
ransportation, commercial or communications business. 

Enactment of these provisions would bring under coverage approximately 
3,565,000 retail workers (not including hotel and laundry and dry cleaning) now 
exempt from the FLSA. 


AFL-CIO Farr LAsor STANDARDS Fact SHEET No. 6 


EXTENSION OF COVERAGE OF THE Fark LABOR STANDARDS ACT TO LAUNDRY 
AND CLEANING AND DYEING WORKERS 


I. THE LAUNDRY AND CLEANING AND DYEING INDUSTRY 


The laundry and cleaning and dyeing industries constitute an important seg- 
ment of the national economy. More than a half-million workers are employed 
in laundries and in cleaning and dyeing plants. 

In 1954, there were 47,941 establishments, employing 470,967 workers, engaged 
in power, self-service, and industrial laundries and in cleaning and dyeing plants. 
Total receipts of these establishments were over $2 billion and their payrolls 
were more than $1 billion. They employ well over a half-million laundry and 
cleaning and dyeing workers in the United States. 

At the time of the hearings on amendments to the Fair Labor Standards Act 
in May 1955, the United States Department of Labor estimated that 533,000 
workers in laundries, cleaning, and related services were not covered by the 
provisions of the Fair Labor Standards Act. Since it has been estimated that 
only 57,000 laundry and cleaning and dyeing workers are presently covered 
by the act, it appears that only about 10 percent of the Nation’s laundry and 
cleaning and dyeing workers are protected by the provisions of the Fair Labor 
Standards Act. 
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II. WAGE DISTRIBUTION IN THE LAUNDRY INDUSTRY 


The earnings of power laundry and cleaning and dyeing workers were sur- 
veyed by the United States Department of Labor’s Bureau of Labor Statistics 
in May-July 1955. Hourly earnings in the 29 metropolitan areas and cities 
included in the survey found that average hourly earnings for production work- 
ers averaged $1.06 with males earning $1.88 and females 96 cents. In the same 
period, all manufacturing production workers were averaging about $1.88. The 
survey showed that half of the power laundry and cleaning and dyeing workers 
were earning less than $1 an hour. Thus half of the workers in these indus- 
tries do not have wages equal to the minimum provided under the Fair Labor 
Standards Act. 


111. STATE MINIMUM WAGE PROVISION FOR LAUNDRY AND CLEANING AND DYEING 
WORKERS 


While it has been generally assumed that laundry and cleaning and dyeing 
workers are protected by State minimum wage orders, these orders do not 
exist in many States, and, in those States where they do exist, the protection 
afforded is far from adequate. 

With regard to minimum wages, 25 States at present have minimum wage 
orders covering laundry workers or general orders under which laundry workers 
are included: 20 States have orders covering cleaning and dyeing workers or 
general orders under which they are covered. With regard to premium pay for 
overtime, only 14 States have such provision for laundry workers either in 
laundry orders or general orders, while only 11 States have such provision for 
‘leaning and dyeing workers in either specific orders for that industry or in 
general orders. And, among those States with orders calling for premium pay 
for overtime, only 4 provide for time-and-a-half after 40 hours a week, while 
only 4 provide for time-and-a-half after 8 hours a day. 

\ further examination of State minimum wages also shows that the pro- 
tection afforded even in those States which have orders is far from adequate. 
To begin with, some of the orders are very much out of date. Illinois has not 
revised its laundry order since 1937. Ohio’s laundry order dates from 1934 
and its cleaning and dyeing order from 1935. And, it is more than 40 years 
since Arkansas raised the minimum rates in its laundry order, which is dated 
1915. A number of other States have not changed their wage orders since the 
1950 amendments to the Fair Labor Standards Act. These include Arizona, 
Kentucky, Pennsylvania, and South Dakota. 

In the older orders, it is not surprising to find that the minimum rates pro- 
vided are low. The Arkansas minimum of $1.25 for an 8-hour day amounts to 
15.6 cents an hour, while Ohio has a 35-cent hourly rate for cleaning and dyeing 
and a 27.5-cent rate for laundry. Illinois rates range from 23 to 28 cents an 
hour. Even some of the States with orders dating from the 1940’s have rates 
of less than 380 cents an hour, rates which are on the books and effective now, 
in 1957. What is perhaps even more significant, however, is that some of the 
States which have revised their rates since the 1950 amendments to the Fair 
Labor Standards Act have rates as low as the 60 cents effective in New Hamp- 
shire in 1953 and the 50 cents promulgated as late as 1955 in New Mexico. It’s 
clear that the actual protection afforded the workers in the laundry and cleaning 
and dyeing industries by current State orders is meager and a long way from 
providing a minimum standard of health and decency to the majority of the 
workers einployed in these industries. 


IV. MORSE-KELLEY BILL 


This bill would remove the exemption from large-scale and chain laundry 
and cleaning and dyeing establishments, that is, firms having 5 or more estab- 
lishments and/or an annual business of at least $500,000. 

Minimum wage protection would be extended thereby to large industrial and 
commercial laundries and cleaning establishments, but the small home laundry 
aud the neighborhood dry cleaner would continue to be exempt. 

With this change, coverage would be extended to approximately 160,000 addi 
tional employees, so that with those already covered a total of about 217.000 
would be covered. 
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EXTENSION OF COVERAGE OF THE F'ArR LABOR STANDARDS ACT 
To TELEPHONE WORKERS 


I. THE TELEPHONE INDUSTRY 








As of the end of 1955, there were approximately 724,000 workers in the tele- 
phone industry (operating telephone companies only). In addition, there were 
over 120,000 workers in the Western Electric Co.—the manufacturing, distribut- 
ing, and installation company which supplies and Ss the telephone industry 
and is part of the Bell System. 

The telephone industry is basically a public utility service industry combined, 
because of the monopoly nature of the Bell System, with a manufacturing and 
distribution segment which supplies the operating portion of the industry. 

Approximate ly 630,000 f the 724,000 (S87 percent) lephone indu ry em- 
ployees work for the Bell System, the world’s largé l é emp ¢ The 
remaining 94,000 are employed by tl lepende ! Bell portion of e in- 
dustry. As of the end of 1955, there were 4,700 non-Bell independent telephone 
companies in the U as iti | ( my] 

The te epho dus wl e. re if I niny VE e! of close 
to $18 b m of hich Rel 3a ly ! ] indepe l S 
approximately $2 bill \ 1 ‘ ell p ndus ( ral 
Telep! me Co. is the irgesli iI } y ba | 5 f of 
arou 700 n io ! res Ss ove! é i if ( tele ny in 

e United States. 
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Approximately 2 out of every 5 telephone workers are switchboard operating 
employees. The following is a breakdown of the workers in the operating por- 
tion of the telephone industry (as of October 31, 1954) 

Percent 

Switchboard operating oe cae 
Construction, installation, maintenan - 
Clerical workers____-_- - 
3usiness and sales__- eacatadedites as am 
suilding service and maintenance 
Professional and semitechnical : r 
Officials and managerial assis : 
All others_ 

2 1 hunt ie NE : _ 

Note.—Included in each group are the production workers and their re 
supervisors. 

As of October 1955, there were apnproxin ely 200.000 telephone ¢ perators in 
the Bell System, none of whom, to our mwwledge, is being paid less than $1 an 
hour minimum wage. However, under the 750-station exemption, the Bell Sys- 
tem could legally pay less than the $1 minimum in such exchanges and may be 
doing so in nonunion areas 

In the independent branch of the telephone industry, there are approximately 


38,365 telephone operators of whom, according to industry-supplied information, 
22,400 are exempt from the Fair Labor Standards Act by virtue of being em- 
ployed in towns (exchanges) servicing less than 750 telephone 

For the telephone industry as a whole (excluding the Western Electric por- 
tion) gross average hourly earnings, as of October 1956 were $1.86 per hour. 
The craft group, as a whole, representing about 26 percent of the nonsupervisory 
workers, earned $2.32; switchboard operating employees, who make up about 
41 percent of the nonsupervisory workers, had average earnings of $1.86 an 
hour. 

Average weekly hours in the total industry were 39.6; the craft group averaged 
3.2 hours and the switchboard operating group 38.0. On a weekly basis, 
telephone industry earnings were $73.60; the craft group averaged $100.22 and 
the switchboard operating group $61.18. 
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Til. HISTORY OF EXEMPTION 


The original Fair Labor Standards Act did not exempt telephone operators. 
A 1939 amendment created an exemption for operators in exchanges with less 
than 500 stations. The report accompanying S-1234, dated July 1939, indicated 
that the exemption was designed to exempt small companies and not small 
exchanges which are part of large companies. In 1949, the 500-station exemp- 
tion was increased to 750 stations, over union protests, on the theory that what 
was a 500-station town in 1939 became a 750-station town in 1949 because of 
population and economic growth. 


IV. IMPACT OF INCREASING THE MINIMUM WAGE 


Since most of the 22,400 tele phone Cpprees presently exempt from the FLSA 
work f munion employers ve ve! way of knowing what their wag 
rates are, their hours of wor kx, ete. aul therefore we cannot estimate the tota ul 
cost of eliminating the exemption. Obviously, however, since such a small 
number is involved, the cost cannot be very great. Moreover, since practically 
every telephone company is regulated under State law and can change what- 
ever rates are necessary to insure a “fair return” (generally between 5 and 6 
percent of net plant investment), changing the law could not seriously affect 
profits. 

NEGOTIATED RATE ABOVE $1 MINIMUM IN SMALL COMPANIES 


At this time, there are very few independent companies, either union or non- 
union, which are not insisting upon taking advantage of the 750-station exemp- 
tion. However, there are some independent companies which, even now, are 
not taking advantage of the 750-station exemption. For example, the Lincoln 
Telephone & Telegraph Co. which operates in Weeping Water, Nebr., a town 
which, according to our information, has around 600 stations, pays a negotiated 
wage rate of $40 at the start, with automatic progression up to $51 a week at 
the end of 6 years. Similarly, the New Jersey Telephone Co., not to be confused 
with Bell of New Jersey, operates in at least 3 towns which have less than 
750 stations each. In those towns, namely, Bloomsbury, California, and Oldwick, 
the union has been able to negotiate starting rates for telephone operators of 
$41 a week with automatic wage increases leading up to a maximum rate of 
$51.50 at the end of 61% years. 


VI. INADEQUACY OF STATE LAWS 


Most States don’t have minimum-wage orders for telephone operators. Tele- 
phone operators who are exempt from the Fair Labor Standards Act are unpro- 
tected by any minimum wage legislation in most States. Ironically, only the 
telephone operator is exempt from the Fair Labor Standards Act. A clerk, a 
telephone craftsman, or anyone else who works alongside or in the same area 
as the exempt telephone operator is protected by the Fair Labor Stand: urds Act. 


VII. MORSE-KELLEY BILL 


This bill would remove the exemption for the approximately 22,000 telephone 
operators employed in exchanges servicing less than 750 telephones. 


AFL-CIO Farr LAnor STANDARDS Fact Sueet No. 8 


EXTENSION OF COVERAGE OF THE FAR LABOR STANDARDS ACT To AGRICULTURA! 
PROCESSING AND CANNING WoORKERS 


I, TH! AGRICULTURAL PROCESSING AND CANNING INDUSTRY 


The canning industry alone does over $314 billion worth of business annually 
according to the 1954 census of manufacturers of the United States Department 
of Commerce. There are approximately 3,275 estahlishments in the canning 
industry (including fish processing). About half of these employ 20 or more 
workers. These establishments include giant multiplant and interstate corpo 
rations such as General Foods, Libby, McNeill & Libby, Heinz, and Campbell. 
The profits of nine of these leading canneries amounted to over $100 million last 
vear. 
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Il. WAGE DISTRIBUTION IN THE AGRICULTURAL PROCESSING AND CANNING INDUSTRY 


1 


Average hourly earnings of canning and preserving workers in 1956 were $1.57 
as compared with an average of $1.98 in ail manufacturing. 

According to the Labor Department, approximately 230,000 workers engaged 
in handling and processing of farm commodities are completely exempt from all 
of the act’s protections (minimum wage, maximum hours, and overtime) becatise 


they are employed “in the area of (farm) production.” The Department esti- 
mates that about one-sixth of these workers receive less than 75 cents an hour, 
Ill. OVERTIME EXEMPTIONS IN THE AGRICULTURAL PROCESSING AND CANNING 


INDUSTRY 


In addition to the 230,000 farm-processing workers completely exempt from 
the law, about 660,000 additional workers are exempt from the overtime provi- 
sions of the act for all or part of the ye 

These exemptions are perhaps the most complicated in the entire act, both in 
terms of determining the application of the exemptions and the administration 
of then 

It is argued that the overtime exemption is necessary to permit expeditious 
handling of farm products in these highly seasonal industries. 

However, other perishable goods industries, such as meatpacking, must pay 
overtime at a rate of time and one-half to meet emergencies or adjust to the 
peak of seasonal demand. 

The meatpacking industry, for example, averaged 45.4 hours per week in the 
months of November and December 1955 and 44.9 in January of 1956. Key 
plants operated on schedules ranging from 50 hours per week for substantial 
periods during this time. Premium pay for workers is accepted in this section 
of the food industry as a justified compensation for the physical and nervous 
strain of abnormally long hours of work. 

In the peak months of seasonal production in 1956, average hours worked per 
week in canning 2nd preserving were as follows: July, 39.7; August, 42; Septem- 
ber, 42.9; and October, 41. 

For the full year, the Department of Labor reports show an average work 





he aw 
week of only 39.2 hours. These averages are comparable to the peak season 
average in the meatpacking industry. Thus it is clear that the burden of over- 
time is one which is not substantial except for a very few weeks during the year. 
It is true that in industries handling perishable crops like peas, beans, and 
tomatoes, an extended weekly work schedule during the peak of the season i 
necessary. But in other industries, the full load of meeting such a necessity is 
not exacted as a sacrifice from workers alone. Only in these sections of tl food 
industry do workers alone suffer all the penalties arising from the need for a 
heavy schedule of operations. 


IV. PRODUCTIVITY IN AGRICULTURAL PROCESSING AND CANNID 
Rising productivity in the canning and preserving industry would rapidly ab 
sorb any impact of overtime on current unit costs of production. As calculated 
from the Bureau of Labor Statistics’ man-hour data and the Federal Reserve 
Board’s index of production in canning and preserving, output per man-hour 
has risen as follows in recent years: 


Canning and preserving industry index output per man-hour (1947-49=100) 


1955__ 
1956 


This suggests an increase in output per man-hour of more than 9 percent in 
a 2-year period. Such an increase would, by itself, more than offset the cost of 
meeting overtime costs that are now an accepted standard in the rest of Ameri- 
can industry. 

That such gains will continue in the future is attested by the trend toward 
automation in the food processing industry. 
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VY. UNION AGREEMENTS IN THE AGRICULTURAL PROCESSING AND CANNING INDUSTRY 


Many employers of the canning and preserving industry have recognized the 
basic inequity of the overtime exemptions. They have either eliminated such 
provisions entirely or substantially limited the application of the exemptions. A 
partial list of such companies includes : 


Campbell Soups Standard Brands, Inc. (Hoboken, N. J., plant) 
Maxwell House Kraft Foods (Hillside, N. J., plant) 

Hi-Hat E. J. Heinz 

Stokely-Van Camp G. S. Suppiger Co. 

Woodward Foods, Ine. Ready Foods Canning Corp. 

American Home Foods, Ine. Orleans Canning Co. 


VI. MORSE-KELLEY BILI 


In order to extend full protection of the law to workers in food processing, 
this bill repeals all present exemptions applying to them. This would assure a 
minimum wage to 233,000 workers and extend overtime provisions of the act to 
the 660,000 workers now completely or partially exempt from the 40-hour 
standard. 


AFL-CIO Farr LApor STANDARDS Fact SHEET No. 9 
ANALYSIS OF PROPOSALS BY SECRETARY OF LABOR JAMES P. MITCHELL 


PROPOSALS 


In his testimony on minimum wage coverage, Secretary Mitchell has recom- 
mended two amendments to the act: 

1. Extension of basic coverage to employees of firms “doing business in inter- 
state commerce to a substantial extent.” These are defined as firms in which: 
(a) the total annual volume of merchandise, materials, or supplies received from 
another State is $1 million or more; and (0b) there are 100 or more employees. 

The Morse-Kelley bill (S. 1267 and H. R. 4575) calis for coverage for firms 
with sales of $500,000 or more. The value of the retailer’s purchases of $1 million 
ean be translated into about $1.6 million to $1.7 million in retail sales based upon 
the average markup of about 67 percent from wholesale. Another way of putting 
it is that the wholesale price is about 40 percent below the retail price. Thus a 
shirt with a wholesale price of $3 sells for about $5 at retail. 

In effect, therefore, Mitchell’s proposals establish 3 rigid tests for coverage 
and, employees of any firm which does not meet all 3 tests would be denied the 
act’s protection : 

(a) The firm must have total receipts with a wholesale value of at least 
$1 million ; 

(b) The firm must have receipts from another State valued at wholesale 
at a minimum of $1 million. Regardless of the volume of its purchases or 
of its sales, it will be exempt unless its out-of-State purchases meet this test ; 
and 

(c) The firm must have at least 100 employees. 

2. Exclusion from certain minimum wage exemptions, but not maximum hours 
and overtime exemptions, now in the act of employers of 100 or more workers 
who would also meet the above test of basic coverage. 

Mitchell estimated that his proposals would extend minimum wage coverage 
to about 2% million additional workers employed by some 3,000 firms, mostly 
in retailing, but also in construction, transportation, and communications (see 
table p. 2). 

Most noteworthy was the fact that Mitchell’s recommendation, except appar- 
ently for construction, applies only to extending minimum wage coverage and 
“would not change existing exemptions from the overtime provision of the act.” 

Mitchell’s proposals are inadequate in these respects : 

1. They extend coverage to only a fraction of the workers who could and 
should be covered. By making annual purchases directly from outside the State 
of at least $1 million in value the test of substantial engagement in interstate 
commerce. 

Mitchell's proposals for changes in the basic coverage of the Fair Labor 
Standards Act appear to be based upon 1 of 8 alternative tests used by the 
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National Labor Relations Board in determining coverage of retail establishments 
under the National Labor Relations Act. They apparently reject the other two 
alternative tests used by the Board based on indirect purchases from outside 


the State of $2 million in value and annual sales directly out of the State of 

















f 
$100,000. It is also worth noting that as to intrastate chains of retail stores and 
service establishments, the Board continues “the practice of totalling direct 
in-flow, indirect in-flow, or direct out-flow of all stores in the chain to determine 
whether any one of these standards is met. If the totals satisfy any one of 
these standards we wil! assert jurisdiction over the entire chain « over any 
store or group of stores in it asin the past.” (19th Annual Report of the National 
rr Relations Board for the fis vear ended June 3Q, 1954, p. 4). 
e commerce clause of the Constitution (art. 1, sec. 8) does not sj in 
‘substantial engagement” in inte e com! e. It gives Cong he 
power to “regulate comerce with foreign nations, and among e several State 
The power of Congress over interstate commerce is not limited to situa ns ere 


there is a lot of interstate commerce but may be exercised where there is any 





interstate commerce. The courts have held, furthermore, that this power may 
also be exercised over intrastate c nerce wherever it is necessary and appro- 
priate to do so in order to enable Congress effectively to control or regulate 
interstate commerce. 

The net effect of Mitchell's propos Is would be to extend cove rage to only 
about one-fourth as many workers as the Morse-Kelley bill. The following table 
shows a breakdown by industry of new workers covered t sals. 
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2. They fail to extend maximum hours and overtime protection to the addi- 
tional workers who would be covered. There is no justification for discriminat- 


ing against workers to whom minimum wage coverage would be extended by 
denying them the maximum hours and overtime protection of the law 

The 40-hour week has been the national policy with respect to the length of the 
workweek since the Fair Labor Standards Act was enacted in 1939. In fact, 
we have urged that serious consideration be given to reduction of the workweek 
under the law. To discourage employers from requiring their employees to work 


long hours without adequate compensation, the law provides for premium pay 





at time and one-half the regular rate for hours in excess of 40 in any workweek. 
It is because workers in presently uncovered industries do not have the maximum 
hours and overtime protection of the law that so many of them are forced to 
work such long hours at straight-time rates It would be a cruel injustice now 
le continuing to 
exempt them from the law’s other basic protection, the protection against long 


1+ } 


to extend to these workers protection of the minimum wage whi 





i 


hours. 

For 18 vears the Fair Labor Standards Act has been known as the Federal 
wage and hour law. It would be most unfortunate if at this late date, the Federal 
wage and hour law should be transformed into a Federal minimum wage law for 
some 2 million or more workers whose conditions of employment are no different 
from those of millions of others who are covered by the maximuin hours pro- 
visions of the act. 
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8. The Secretary’s proposals would establish for the first time minimum em- 
ployment of 100 as a criterion of basic coverage under the Fair Labor Standards 
Act. There is nothing to justify number of employees as an appropriate test 
of coverage. On the contrary, the number of employees of a firm in no way 
measures the effect of that firm’s business on interstate commerce. It may have 
a considerable number of employees and yet its business may not appreciably 
affect interstate commerce, or it may have few employees and yet its business 
may be of such a character as to have a considerable effect on interstate commerce. 

Under Federal statutes, such as the Social Security Act, the largest number 
of employees used in the early days of the act for this purpose was eight. An) 
test based upon the number of employees cannot help but operate unfairly as 
between different enterprises and as between the employees employed in such 


enterprises. 


AFL-CIO Farr Laror STanparps Fact SuHeer No. 10 
INVESTIGATION OF WAGES AND LivING CONDITIONS OF UNCOVERED WORKERS 


There are millions of workers in this country who somehow support families 
on wages of less than $1 an hour because they are forced to work in jobs that 
are not covered by the Fair Labor Standards Act. 

To find out how they manage to live on substandard wages, the AFL-CIO sent 
research teams into three typical communities in different sections of the country. 
Investigators went into Asheville, N. C., Springfield, Mo., and Pottsville, Pa. 
They were not trying to amass cold statistical tabulations. Rather, they were 
trying to find out the impact on basic human terms on families whose bread- 
winner works in a noncovered industry at wages under $1 an hour. They inter- 
viewed hotel workers, waitresses, retail clerks, laundry workers, and other 
employees in service and trade occupations. 
iewed were afraid that they might lose their jobs 
if they permitted their naimes to be used, but when assured of the protection of 


anonymity they were eager to tell the interviewers about their work and their 





Some of the workers inter 


lives. 

Here are some of the wages being paid to retail and service workers in Ash- 
ville, N. C.: Sales clerks in department stores, 38 to 73 cents per hour for work- 
weeks of 41 to 47% hours or more; chain drugstore clerks, 39 cents per hour 
for a 58-hour week; dime store clerks, 50 cents an hour; grocery store clerks 
58 cents per hour for a 60-hour week; hotel! elevator operators, 37 cents per ho 
for a 48-hour week; waitresses, 30 cents per hour plus tips which amount to not 
over $15 per week. 

Although Asheville, N. C., and Springfield, Mo., are separated by half a con- 
tinent, the level of wages for employees in retail and service firms are much the 
same in the two cities. The following are typical wages in Springfield: Dime 
store clerks, 50 cents an hour; supermarket checkers, 72 cents an hour for a 
52-hour week ; laundry workers, 71 cents an hour; hotel dishwashers, 48 cents an 
hour for a 7-day workweek of 56 hours. 

In Pottsville, where there is a high degree of union organization among manu 
facturing industries, wages in the service and retail trades run a little higher 
sut even in Pottsville, department store clerks’ hourly wages range from 66 to 
90 cents; dime stores from 65 to 70 cents: and supermarket checkers from 85 to 
90 cents. (It should be noted that even these low wages are higher than the 
level prevailing a year ago when the pressure of a union organization drive, even 
though largely unsuccessful, forced employers to raise retail wages 5 to 10 cents.) 
Substandard wages are also prevalent in the service trades. Hotel cleaning 
women earn about 66 cents an hour. Laundry workers make from 75 to 90 cents. 

The claim has often been made that even if retail and service workers have 
to work for such wages, most of them have only themselves to support and can 
somehow get by. Department of Labor budget studies have shown that even a 
single person with no dependents needs more than $1 an hour to provide even 
a minimum standard of living. The sad truth is, however, that millions of 
low-paid workers in retail and service and other uncovered occupations have 
somehow to stretch their meager incomes to provide for children, parents, and 
other relatives who are dependent on them. AFL—CIO investigators found that 
it was the rule rather than the exception that workers employed at substandard 
wages were supporting dependents as well as themselves. As a matter of fact, 
a number of the workers interviewed reported that they had sought the low-paid 
jobs in desparation in order to provide for disabled husbands and sons no 

89827—57—pt. 1——-46 
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longer able to obtain steady employment. Others were supporting children or 
in some cases even grandchildren. 

The investigators interviewed Mrs. Smith in Asheville. (Smith is a fictitious 
name. The real name is not disclosed to protect her from loss of her job.); 
Mrs. Smith is a laundry worker earning $27.50 for a 52%-hour week. This 
amounts to 52 cents per hour. 

She and her 2 children live in a 5-room frame bungalow for which the rent is 
$40 per month. The only heat comes from a wood-burning stove which is not 
enough to heat the whole house in cold weather. Her furniture in the house which 
Mrs. Smith keeps spotlessly clean consists of the wood stove, an old torn-up 
abinet and old-fashioned beds badly in need of decent mattresses. 

fhe Smiths are rarely able to have meat for their evening meal. Once in a 
vhile they get a frying chicken for Sunday dinner. Mrs. Smith buys 1 quart of 

k every other day for her underweight son. She buys no clothes for herself 

1d only enough clothes for her children so that they have something to wear 

school. Both she and her children need medical and dental care but simply 
cannot pay for it. 

Asked what would be her most immediate expenditure if her wages were 
raised to $1 an hour, Mrs. Smith said: “First thing, I’d buy more substantial 
food for my children, Next I'd have my eyes tested and my glasses fixed. I’d 
have my daughter’s teeth fixed. I’d pay on my debts and then I would buy the 
mattresses we need and a few clothes.” 

In Springfi AFL-CIO investigators saw Mrs. Cora Martin who gets $4.47 a 
lay in take-home pay at the Colonial Hotel where she works as a maid. The 
Martins are parents of 11 children, 3 of whom are still at home. Mrs. Martin 
is the main breadwinner for her family in which her husband and their 19-year- 
old daughter also work. The daughter is an elevator operator at the same hotel. 
Mr. Martin’s income amounts to only about $10 a week which he earns in odd 
jobs such as trash hauling. He lost an eye 2 years ago when over his protests his 
employer ordered him to wreck a refrigeration unit which exploded hurling acid 
nto his face. 

The Martin’s meals are extremely meager. The evening meal is frequently 

a big pot of soup. At the time of the interview, it had been a month since 
he Martins had even had a hamburger dinner. The few vegetables in their diet 
are grown in their own garden. 

A large part of the Martin’s incomes goes for payments on their 5-room house 
which they purchased 8 years ago when they moved to Springfield. They heat by 
a wood stove because gas costs too much. Any clothing which Mrs. Martin buys 
goes for the children She has to stretch her income to meet heavy medical 
and dental bills as well as the cost of operating a secondhand car needed to get 
her and her daughter to work from their home some distance from Springfield. 

Mrs. Martin told the interviewers thet if her wages were raised to $1 an 
hour she would pay off her bills as quickly as possible, buy better food and 
clothes for her children, and get their teeth fixed. 

The plight of the Thomas family in Pottsville, Pa., points up the need for 
adequate minimum wages in the retail trades in economically depressed com- 
munities. (Thomas is a fictitious name. The real name is withheld to protect 
them from loss of job.) 

In Pottsville, unemployment among men was about 16 percent in 1956. Women 
have an easier time finding work. Women’s unemployment rate was less than 
5 percent. 

When Jim Thomas was laid off from his job, his wife, Ann, was forced to go 
to work in a department store at an hourly wage of 66 cents to support their 
3 children. 

Jim earns $1.46 when employed as a paint mixer in a factory in Reading, Pa. 
But he has been unemployed for 13 months. In 1956 he earned a total of $900 
in wages and unemployment insurance. 

The family spends $25 a month rent for a 6-room house that is over 50 years 
old. There’s no central heating; a coal stove heats the downstairs. Their only 
appliances are an old radio and a washing machine which doesn’t work. 

In the 2-year period since Jim has been having trouble getting work, the 
Thomases have incurred debts of over $1,000 from banks and finance companies. 
They should be paying $70 a month on these debts, but can’t meet payments 

Almost all of Ann’s salary of $26.40 a week has to go for food. Ann doesn’t 
like to cut down on needed foods. She buys about 14 quarts of milk a week 
and about a dozen apples. However, they can rarely afford meat 


a 
o 
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Apart from food, Ann’s most pressing financial problem concerns the future 
of her 17-year-old daughter. Ann’s daughter is a good student. She was ac- 
cepted for nursing school at a nearby hospital. But before she can pass her 
physical exam, her teeth must be fixed. Ann doesn’t know where she will get 
the money to meet the bills for this dental care. This would be her most im- 
mediate expenditure if her wages were raised to $1 an hour. 

Investigators found that whatever the town or section of the country, the 
needs of workers earning under $1 an hour are almost the same: To pay debts 
incurred in the purchase of necessities, to pay medical or dental bills, to buy 
needed clothing, to buy a better variety of food. 


AFL-CIO Farr Laror STANDARDS Fact SuHeet No. 11 
IMPACT OF VREVIOUS INCREASES IN THE MINIMUM WAGE 


A recurring argument against minimum-wage legislation since its first enact- 
ment has been that industries couldn’t adjust to necessary wage increases, and 
that wage increases resulting from the minimum wage would have a disastrous 
effect on employment and business prosperity. 

The United States Department of Labor and State agencies have made a 
number of surveys after new minimums went into effect to try to determine the 
ffect of increases on employment and business. 

While these surveys are not conclusive by themselves, they do provide objec- 
tive data for low-wage industries most substantially affected by the minimum 
wage, such as southern sawmilling, fertilizer, apparel, and furniture. 

The Department of Labor has just issued an interim report on the economic 
effects of the $1 minimum wage effective in March 1956. The report summarizes 
the overall effects of the $1 minimum as follows: 

“Two general conclusions can now be drawn as to the effects that the minimum 
wage did not have. First, the minimum-wage increase had not, by December 
1956, resulted in any substantial changes in the economic situation of the Nation 
as a whole, as measured in terms of trends in employment, unemployment, price 
levels and other economic indicators. Second, it had not resulted in an increase 
in hourly earnings of high paid employees proportionate to the increase in 
earnings of workers previously paid less than $1 an hour.” 

Other conclusions of this, as well as previous surveys, explode many of the 
myths about the adverse effect of minimum wage increases. They show: 


MINIMUM WAGE INCREASES HAVE NOT RESULTED IN SUBSTANTIAL UNEMPLOYMENT 


The 1956 report states: “The general trend in unemployment remained rela- 
tively low throughout 1956, and information on specific situations in which the 
minimum wage might have resulted in unemployment indicates that nationwide, 
the extent of loss of jobs because of the minimum wage was small over the short- 
run period, and was not of sufficient magnitude to affect the overall level of 
unemployment.” 

Because there are so many low-wage industries in the Southern States, the 
impact of the minimum wage could be expected to be most strongly felt in this 
region. Employment statistics showed a slightly higher decline in factory 
employment in Southern States after March 1956 than for the rest of the country 
as a whole. However, another reliable economic indicator insured unemploy- 
ment claims showed no significant change in the period after March which can 
he attributed to the higher minimum rate. 

Southern sawmilling is an industry in which minimum wage changes have a 
severe impact. Almost three-fourths (73 percent) of the 137,000 covered workers 
in southern sawmills received wage increases when the $1 minimum went into 
effect. This is an industry which could be expected to have some problems ad- 
justing to the minimum. Employment between the fall of 1955 and April 1956 
did decline about 4 percent, but it is not certain that the minimum wage alone 
was responsible for this decline. The Department of Labor study comments: 
“Other factors also might have been involved in the decreases in employment.” 

The picture is much the same in other low-wage southern industries. Al- 
though some segments of these industries experienced a decline in employment, 
there were no abrupt or continuing layoffs that could be attributed to the mini- 
mum-wage increases alone. 

As another indication of economic adjustment, the Wage and Hour Division of 
the Department of Labor, following the increase in the minimum wage in 1950 
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and again in 1956, instituted a system of followups on individual plant rr ts 
of plant failures or layoffs to determine to what extent, if any, the minimum- 


wage increase was responsible. The 1956 interim report states: “The most sig- 


nificant result of this study was the small number of reports received. While 
this is not a measure of impact, it helps to put into proper perspective isolated 
reports that micht otherwise lead to unwarranted generalizations. Only about 
500 newspaper accounts, letters, and oral statements alleging adverse effects were 


noted, and in only about 150 cases did there seem to be some reason for believing 


that the minimum wage had adversely affected employment—employers cited 











unfavorable seasonal or cyclical factors and improvements in plant efficiency in 
reduction of employment ? * in almost all of the ca whe1 np ers ¢ l 
ated the work performance of discharged workers, laid-off workers were said to 
be unsatisfactory.” 

The 1950 report on plant-fai report Ce udec it « 1 I i 
stances was the minimum wage a contributory factor in the decision of a plant 
to close down. (Reports of plant failures in 1956 are not presented in the 
report. ) 

Evidence from earlier studies of minimum wage impact made in 1933 and 1938 
only strengthens the conclusion that where general business conditions are fairly 
stable, local influences such as weather, product-demand shifts, and changes in 
operations have a far greater effect on employment and plant failures than any 
increase in the Federal minimum wage. 

II, EFFECT ON PRICES 

The interim report on the 1956 $1 minimum found that prices for products in 

some low-wage industries were increased but in others they were not here 


was no consistent overall price increase as a result of the $1 minimum. 
It is probable that some businesses not affected by the minimum wage used the 


increase as an excuse for price increases. For example, about 100 of the saw- 

mill firms interviewed by the Bureau of Labor Statistics in 1956 indicated they 

had raised prices or intended doing so \ number of these were located in 

Alabama, Georgia, and Mississippi where the impact of the $1 minimum was very 

great. But one-third of the employers in Virginin—a relatively high wage area 
? + 


not substantially affected by the $1 minimum—also reported that they had in 
creased prices or were planning to do so. 

The Department of Labor reported in 1950 that the short-term effect of the 75- 
cent minimum wage increase on retail prices was negligible. The increase in the 
minimum wage caused an increase in wholesale prices in only 2 of the 5 low- 
wage industries studied—southern sawmills and furniture. These increases were 
small and not clearly attributable to the higher minimum wage. (Unfortunate 
the effects of any long-term effect on prices were obscured by the Korean war.) 

Earlier studies confirm this conclusion. For example, the 1939-41 wage order 
in the seamless hosiery industry showed no general price increase the year follow 
ing the 3214-cent minimum. Wholesale prices did increase moderately, but it ap- 
pears that the price of yarn was a more significant factor in this shift than was 
ihe minimum wage. 


1 





III. INDIRECT EFFECTS OF INCREASES IN THE MINIMUM 


Department of Labor studies have indicated that the immediate effect of an 
increase in the minimum wage is to compress the whole wage structure rather 
than to fan out the increase over the entire plant wage increase. 

Before the $1 minimum went into effect, it was estimated that the degree of 
impact on earnings of workers getting less than $1 an hour in southern saw- 
mills would be about 15 percent according to the Bureau of Labor Statistics’ 
computation. Since the actual increase between October-December 1955 and 
April 1956 came to 18 percent, only about 3 percent of the adjustment appears to 
have been among workers earning above $1 an hour. Undoubtedly part of this 3 
percent represents normal pay raises which would have been made even if the 
statutory minimum had not been increased. 

The 1950 Department of Labor report on southern sawmills found it required 
a 13-percent increase in wages to bring employees up to the 75-cent minimum. 
The overall adjustment in the wage bill was 16 percent. Thus only 2 percent rep- 
resented adjustments above the legal minimum. 

There is considerable variation from industry to industry (and similarly from 
area to area) in the cost of the indirect adjustments. Again it appears than 
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an increased minimum wage is only one of a number of factors determining the 
amount of wage increases above the minimum. 

Evidence points to the fact that indirect effects, for example, are likely to be 
greater in piece-rate industries where adjustments must be made to maintain 
the incentive system. For example, the men’s dress shirt and nightwear industry 
the cost of indirect adjustments in 1950 were about 60 percent of the cost of 
cirect 


increases. 
Based on this type of evidence, it seems re¢ 


asonable to assume that the indirect 
costs of raising minimums in retail and service industries were pay is based on 
“time rates” would be less than in manufacturing where incentive systems are 
more generally in effect. 





SUMMARY 


he objective data collected over the past 20 years since the Federal minimum 
wage was first enacted, clearly shows that the economic disaster predicted by 
the critics of protective legislation has not occurred. 

Che rise in the minimum wage from 25 cents in 1940 to $1 an hour has not re- 
ulted in large-scale unemployment, displacement of handicapped, aged, or mar- 


] . . , ; ] 


ginal workers, inflationary pressures, bankruptcy or the destruction of industry 


EARNINGS REQUIRED FOR MINIMUM LIVING STANDARD 


} HLLIOns 
t i i { e of the ! ll } ! 9 sarw for 
he ; ind j ! 1] / workers 
, ! th i oOas } ( of ea mre 7 Nacaccearr oO main- 
n the nimu andard of ! the cs ks » | ier. Kor t Ss purpose, 
os ; 

i city workers’ family budget of the D rtment of Labor. This 
bud : the minimum necessary to provide a iodest but adequate standard 
of 

Unfortunately he Department of Labor has not recomputed this budget 
s ee TO) in f ‘t. even the 1951 survey vas hased |] ‘rely on pre-World War 


II patterns of living and therefore does not take account of many items which 


sh ‘ Inde na dest but “uate budget Mlay, but which may not 
hay een considered fa necessary item 20 vear Oo Despite these limitations, 

e L-Cto r irch department h attempted to iz the 1951 budget up 

in ¢ rtoe ite the minimum needed to ] le a mod but ade- 
lar ving for a worker and his family today. These figures for 
Ks LON h ible I 

> ada on these yn ions, min iY earnings of S440 uld he needed 
. ry 1957 to provi the items inelud 1 the Labor De wrtment budget. 
A Vi ‘ 1 n ment all ent ind a 40-houm ork his annual 
HT 1} ? of ahou woe) A e¢ oO 2.12 in} 

Chis budget requires more than twice the present statutory minimum wage of 
<1 ’ IT Ye i Vv no means irrelevant to nsider the city workers’ 
fa v budget because it actually provides a very modest level of living 

or ex ple, althongh it is intended cover a family of 4, ineluding 2 chil- 
drey it provides for less tha 9 varts of mill 1 Gay. Clothing pnurchases per- 

ed under this budget are quite limited The husband can buy 1 heavy wool 
spit ever > vears and a light wool suit everv 3 vears It permits three phone 


calls a week on a pay phone outside the house and allows no leeway whatsoever 


\vings. Thus, it can be seen that this budget falls far short of providing 

even a comfortable standard of living. 
If a $2 an hour income can provide only such a modest standard of living, it 
loes not take much imagination to realize how very little can be afforded when 
family must eke out an existence on the $1 an hour assured as a minimum to 


covered workers under the act. As a matter of fact, $1 an hour is even less than 
enouch to provide for the minimum needs of a single woman worker with no 
dependents. Based on recent studies in 13 different States, it is estimated that 
in January 1957 a median annual income of over $2,400 would be necessary for 
a minimum adequate budget for a single woman. This would require an hourly 
rate of $1.20 based on 2,000 hours worked per year of $1.33 based on 1,800 hours 
ner vear (See table If for State breakdow1 


is.) 
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Thus, the best estimates of minimum needs leave no question that the present az 
minimum wage of $1 an hour cannot begin to afford even a single worker with 
out dependents a minimum standard of living. 
Yet, there are millions of workers in this country who somehow support 
famili« 1 wages of less than $1 an hour because they are forced to work in jobs 
that ar ot covered by the Fair Labor Standards Act. 
Fnactinent of the Morse-Kelley bill would bring 9% million workers in retai} 
service and other low-wage industries closer to the level necessary to maintain 
a decent standard of living. 
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TasLe I1.—Minimum income needed for modest but adequate standard of living’ 


wea 


Sat 4 











Mobile. 3, 940 if 
New Orleans 3, 812 73 
New York 4, 08 79 4, 176 
Norfolk 4 146 X() 


October 1951 February 19 
j P 
“ 4 
Annual! Week] Annual Week V 
All cities surveyed - - - $4, 162 Sl $4 311 BR 
Atlanta_- $ nS 4,4 ‘s 
3altimore 4,2 8 14 
Birmingham 4 952 & 
Boston 4.217 x] 7) x4 
Buffalo____. 4,127 
Chicago 4 18 Si) 1)2 
Cincinnati. . 4, 208 8] ¢ 371 ‘a4 
Cleveland 4 1 70 12 g 
Denver __-- , 4,199 . 
Detroit __..- 119 8] A 375 Q4 
Houston 204 09 407 | 
Indianapolis - - 4,044 78 ( 
Jacksonville_. 4, 202 | f 
Kansas City... On) 7 { 
Lo eles $311 8 4 42 
Manchester 1 090 79 i 
Memphis - . .- 4 190 & 
Milwankee__. 1S 4 
Minneapolis - - 41 8 44 ] 
1 
t 


Philadelphia 1, O78 78 1. 2 
Pittsburgh 4, 203 5S 4, 279 s2 
Portland, Maine 4, 02 17 
Portland, Ores 15 8 4,313 . 
Richmond -. 4, 388 . 
St. Louis 4,112 ‘ t, 322 s 
San Francisco 4,2 S 4,532 S 
Savannah { s 
Scranton 4,002 7 4, O1¢ ' 
Seattle 4, JN SZ 4. 402 s 
Washington, D. C 4,454 : +, 522 

1 For city worker with wife and 2 children. 

2 City worker’s family budget, calculated by Bureau of Labor Statistics of the U. 8S. Depart 
of Labor. 

3 October 1951 figures adjusted for rise in « ner price i own by Bureau < Labor Statistics 


sumer Price Index for each city. 
4 December 1955 
§ Estimate can’t be made because there is no Consumer Price Index f 
* January 1956. 


Note.—Since February 1956 the Bureau of Labor Statistics’ Consumer Price Index has increased 


3 percent. 
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TABLE I1.—Currcnl annual earnings necessary to support a single woman without 
dependents 


Changes in | Annual cost, 
State | Date surveyed Budget cost of living January 
until Janu- 1957 
ary 1957 


Arizona ! +o " ..-| February 1954__..-/} $2, 313 +2.8 2, 377 
California. -. ea October 1950 2, 004 +12. 6 | 2, 256 
Colorado ne January 1949. . 1, 813 +-15.1 2, 086 
Connecticut ‘ ..----| March 1949 1, 867 +16.0 | 2, 165 
District of Columbia_-__. a | May 1953 2, 209 +3.6 | 2, 288 
Kentucky an a tas ...--, February 1949 1, 992 +-16.3 2, 316 
Maine. - ec neaa ao Fm | December 1950_- 2, 236 +10. 5 2, 470 
Massachusetts... .._.__..- ( a | February 1954 1, 967 +2.8 | 2, 022 
New Jersey. -- Said ......| October 1954 2, 933 | +3. 2 3, 026 
New York City ?_. September 1954 2, 488 +2. 6 2, 552 
Pennsylvania. . deabe seeaomis | November 1949 2, 121 +16.3 2, 466 
Utah EXE .| October 1950. . 2, 230 +12. 6 2, 511 
Washington : May 1952. 2, 664 +4. 6 2, 78¢ 
1 Median. 


2 New York City budget is lower than the New York State budget. 
AFL-CIO Farr LABor STANDARDS Fact Sueet No. 13 
FARMING 
I. FARMING AS AN INDUSTRY 


In 1954 there were over 4% million so-called farms in the United States. 
Over half of these are residential farms, part-time farms, and other smaller 
farms that are in no position to employ labor at any wage. 

Competing with these family-type farms are 134,000 large farms. These large 
farms produce more than one-fourth of the total farm products harvested in the 
United States. In some specialized crops such farms account for nearly 100 
percent of the production. Moreover, the agricultural census of 1950 revealed 
that within this group of large farms there were over 70,000 giant farms that 
together held nearly one-third of all the productive land in the United States. 
These farms had more than 5,000 acres of land each. 


II. IMPACT ON INTERSTATE COMMERCE 


During the past two decades there has been a technological revolution in farm- 
ing. Farming is no longer a way of life—it is big business. Agriculture ‘s 
America’s largest single industry. The total value of machinery used in agri- 
culture exceeds that invested by the steel industry by $10 billion. It is 5 times 
that invested in the automobile industry, and 7 times that of nonferrous mining. 

Large scale farms are rapidly dominating American agriculture. Not only do 
these farms ship goods across State lines, but many have multi-State holdings. 
The DiGiorgio Fruit Corp. is a striking example of this type of multi-State 
corporation. 

The DiGiorgio “farm” is incorporated in Delaware, with its main offices in 
San Francisco and New York City. It owns the controlling interest in the New 
York Fruit Auction and stock in nearly all of the fruit markets in the principal 
cities in the United States. DiGiorgio has large packing plants, the world’s 
largest winery, and several farms containing 31,000 acres of land in California. 
The corporation also owns 4,000 acres of land in Florida. 

It is estimated that DiGiorgio employs over 2,000 workers full time and 
unknown number of seasonal workers during the fruit harvest. Yet this corpo- 
ration’s employees are exempt from minimum wage and hour regulation on the 
grounds DiGiorgio is a “farmer.” 


IlI. EARNINGS OF FARM LABORERS 


There are now nearly 2 million hired farmworkers employed 25 days or more 
a year. Over a million of these workers earned more than half of their annual 
income from farmwork in 1949. Three-quarters of a million reported they 
worked for the same employer 6 months or longer that year. There were also 





700 FAIR LABOR STANDARDS ACT 








almost 40,000 workers employed on the t factory-ty} farms on perma- 
nent year-round basis. 

In addition to the million or more workers who make up the basic labor force 
in here are about 900,000 seasonal kers en 
or 1 lays a year in farmwork. T! irger part of thi asonal or migratory 
labor force is made up of foreign workers imported under contract. In 1956 there 
were 445,197 Mexican nationals imported f farmwork and 29,962 already here 
whose contracts were extended. There were also several thousand West Indians 
employed on United States farm 

C?CO ti; sof tl | te rt ) n ] 
lve Ww re ra l Worl l i ! ! Ss 
pel ! | n 195 

W n irg f I | \ n tl } 
re ry e ‘ | b ed he er 
plo} i¢ ne ( 1 repet a milar t 
t] { 

These w KeTS not i I aD é io ot he I | ] Standards 
tl ( R i s Act ¢ ive ! ) 

t } - ; T \ 

I yr ¢ mle I Dit 0 » | ] { rie ( ' t ! 
wages as vy as 87 I I The ast Sugar ¢ | if New Orleans 
farn s 1 ) a Louisi le { vorker on a 
regular basis. It pays as little as 50 cents an hour for vork. On th 
other hand, the basic wage rate on Seab < Farms in Bridg 1, N. J., for 1,200 
farmworkers und inion contra $1.09 hor Dit and § heo 
sugar ( l : | ) i 

The Un 1g es nt \ v Warm 
Labo ; l \ ] UU I t] il 
rhe ¢ { = | rt i i on ite b 
~ ife ic Tl] ean t ~ ‘ C y ; n 2 QS ( ' . 
hic 3 of Octohb j 6 | highe I e reno 1 $1.95 t 
ihe stat I ’ hit : ~ . 1d 
Oreg tes ge $ hou I | I ( irm 
wage rate n ess of 9 rhe kk ! en . 
cent Sou os I ek « E 3 e¢ in) 
ents Alab 

Si ‘ ‘ in og ( he hore 

i rworket n 1 no rl 
less than $1 an Yet tl ( nd 

1ore indicate { ext I wie Protection ( ! —c 
ia s both p l i f ad « i } é 


counrries l 1) lg ) f ) l ] wo € 
Farms in E ) are sm r than in America There is less mechanization 
rnd pore ipowe require for ] t Yet I } n Wester1 
Europe, to a far greater extent than in the United States, ars yvered by mini- 
um wage and maximum hours laws The United Kingdom, France, Ws 


Germany, Belgium, The Netherlands, and Italy all have protective legislation 





covering farm as well as industrial workers. 

Earnings of farmworkers in the United States have lagged far behind tl > 
of industrial workers. In Europe, farmworkers’ incomes have more nearly kept 
pace with comparable factory workers’ incomes. 

The following table lists farmwo earnil is a percent of com 
parable industrial rkers’ earning ed States and ei Kuropean 
countries (Ac y the disparity rm and factory earnings is even 





greater in America because the ratio for the United States was computed 


on hourly rather than annual earnings In a seasonal industry such as farm 


ing, most workers are employed fewer hours per year than the average indus- 


trial worker. ) 





en tet tet ae Ot 
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Percent Percent 
United States... i... - _. 85:6 Holland... pre, etx 82 
See Ft a ok wee CP Wen. ah ee 2 
PPAMee swe ed ne Ss Ol Weis Germany. 2.2. okt 74 
PIORE.. oo Soe Sate : 84 United Kingdom__-__-—- pees 72 
Finland_-_- hte ok Sy 4 83 


Source: International Landworkers Federation, ICFTU. 


V. MORSE-KELLEY BILL 


In order to give Fair Labor Standards protection to the 144 million farm- 
workers employed on large farms, this bill would extend coverage to any em- 
ployee employed in agriculture, during any calendar quarter, by a farm enter- 
prise which used 400 or more man-days of hired farm labor during each of the 
preceding four quarters other than labor performed by members of the family of 
a family-operated farm. It is estimated that only farms averaging 6—7 full-time 
employees or more would be covered by this bill 
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MAxIMUM Hours AND OVERTIME 


The Morse-Kelley bill would amend the basic maximum hours provisions of the 
Fair Labor Standards Act in three respects : 

1. It extends the coverage of maximum hours and overtime provisions to all 
employees who are affected by the extension of the minimum-wage provisions 
(that is workers employed by any employer engaged in any activity affecting 
commerce. ) 

2. It repeals the exemptions from the maximum hours provisions which are 
applicable under the present act to a large number of workers including princi- 
pally workers engaged in processing of farm commodities in the so-called area 
of production. 

3. It also repeals the 14 workweek exemption from the maximum hours provi- 
sions applicable under the present act to workers in seasonal industries. 


I. EXTENSION OF MAXIMUM HOURS PROVISIONS TO NEWY COVERED RETAIL WORKERS 


For 18 years the Fair Labor Standards Act has covered both wages and hours 
of affected employees. The Morse-Kelley bill follows the original concept of the 
Fair Labor Standards Act by extending coverage in both wages and hours to retail 
workers. 

The administration has proposed to limit Fair Labor Standards Act coverage 
for newly covered workers to the minimum-wage sections of the act only. It 
would be most unfortunate if, at this late date, the Federal wage and hour law 
should be transformed into a Federal minimum-wage law for some 3 million 
newly covered retail workers whose conditions of employment are no different 
from millions of industrial workers covered by the maximum hours’ provisions 
of the act. 


I-A. OVERTIME IN THE RETAIL INDUSTRY 


Retail workers urgently need Fair Labor Standards Act maximum hours pro 
tection. Most of them have arduous jobs. Almost every retail worker must stand 
on his feet during the entire work day except for lunch. His work is much more 
physically taxing than that of other white collar workers. Physically, retail 
work is more comparable to industrial jobs such as machine tending, inspecting, 
ete. At the end of a full day (8 hours) the average retail worker in the large 
store is physically tired. 

There is no reason why such employees should be required to work more than 
40 hours a week without premium pay. The availability and wide experience 
with part-time workers gives employers a choice of paying premium pay or hir- 
ing part-time workers to work the extra time required at straight pay. Employ 
ers in large-scale retailing generally do both. 
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Part-time employment is, therefore, a typical phenomenon in retail trade. Ap- 
proximately 1 out of every 4 retail workers works less than a 40-hour schedule. 

Data from State surveys show that in New York State, as of September 1955, 
about 23.5 percent were on a workweek of 35 hours or less, and about 10 percent 
worked 16 hours or less. In New Jersey, 5 percent of the men and over 10 per- 
cent of the women employed in retail trade worked less than 32 hours. Ohio and 
Maine showed similar trends. 

On the other hand, many full-time workers work workweeks of more than 
40 hours. In New York in 1955, about 38 percent of the employees worked more 
than 40 hours per week. Median hours of full-time employees in retail stores 
in New Jersey in 1954 were 45.6 hours per week for men and 40 hours per week 
for women. Actually, over three-fourths of the men and almost one-third of the 
women employed in retail industries in New Jersey worked over 40 hours per 
week. A 1955 Ohio retail trade survey showed that 30 percent of the full-time 
women in retail trade worked over 40 hours and over 50 percent of the men 
were on schedules of more than 40 hours. 

In New York State, 5 out of 6 stores scheduling overtime in 1955 paid a 
premium rate for overtime work, typically at time and one-half. On the other 
hand, only about one-sixth of the firms surveyed in Ohio paid time and one-half 
for overtime. Overtime pay practices in retail trade vary widely. 

It should be noted that the foregoing figures on overtime work in the various 
State surveys include stores of all sizes and do not show separately the overtime 
worked in stores with annual sales volume of over $500,000, the dividing line for 
coverage under the Morse-Kelley bill. It is an accepted fact that there is more 
overtime worked in small retail firms than in large firms which can utilize more 
readily part-time scheduling. 

Collective bargaining agreements in retail trade confirm the fact that a 
majority of the large retail establishments now pay premium rates for time 
worked over 40 hours. The Retail Clerks International Union, AFL-CIO con- 
ducted sample surveys in Terre Haute, Ind.; Chicago, Ill.; East St. Louis, IIL; 
St. Louis, Mo. and Seattle, Wash. Representative samples of wages and hours 
were taken in food stores, drugstores, department stores, specialty stores, 
florists, variety and furniture stores. 

The normal workweek for a majority of stores surveyed was 40 hours in any 
one week. There were some exceptions. One is the retail furniture industry. 
Here employees customarily worked 42% to 45 hours per week. Drugstores 
usually provided a 44- or 45-hour workweek for pharmacists, but commonly were 
on a 40-hour week schedule for all other employees. 

A very limited number of small independent grocery stores with a corre- 
spondingly small number of employees worked a 5-day, 45-hour week. (A review 
of prevailing hours in over 400 union contracts throughout the country is 
presented in table I.) 

The Retail, Wholesale and Department Store Union, AFL-CIO reports that 
the 40-hour week, with time and one-half for overtime, is practically universal 
in New York City in their contracts with department stores, variety stores and 
chain supermarkets. 

The trend in the retailing industry is definitely toward shorter hours and even 
greater use of part-time workers. Doth collective bargaining experience and 
State retail surveys confirm this fact. 

In view of these trends, there can be no question that the large retail 
establishments that would be covered by the Morse-Kelley bill could, without 
undue difficulty, adjust to the overtime provisions of the act. 


II. REPEAL OF OVERTIME EXEMPTIONS FOR FOOD PROCESSING WORKERS 


The Morse-Kelley bill would eliminate the following exemptions applicable to 
food processing workers in the present Fair Labor Standards Act: 

1. Seafood processing exemptions: 

Section 15 (a) and (b): Exempting fish canning, packing, and freezing. 

2. Fruit and vegetable processing exemptions: 

(a) Section 13 (2) (6): Year-round exemption for enumerated activities re- 
lating to agriculture as defined under the act. 

(b) Section 13 (a) (10): Year-round exemption for employees physically 
engaged in packing goods for market in “area of production.” 

(c) Section 7 (7) : Complete hours exemption for 14 workweeks for some nack 
ing workers (meeting certain criteria). 
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(d) Section 7 (b) (8): Fourteen workweek exemption for work up to 12 
hours per day or 56 hours per week for employees of a fresh fruit and vegetable 
packer. 

(e) Section 138 (b) (5): Exemption applicable to outside buyers of poultry, 
exgs, and milk in natural state. 

As is readily seen from the multiplicity of exemptions enumerated above, the 
complex provisions covering food processing workers in the present act are not 
fully understood by employers, are almost impossible to administer, and produce 
lmany competitive inequities. 

There is a great degree of overlapping in the provision. Some establishments 
may be eligible for 2 or even 3 exemptions. And in the same firm, some em- 
ployees—working on certain commodities, or doing certain types of jobs—may 
have either maximum hours and minimum wage protection or both while other 
workers in the same plant will not qualify for any Fair Labor Standards Act 
protection. This type of hit-or-miss coverage points out the need for adjust- 
ments in the act, quite apart from equity, but simply to make it a workable 
law 

For example, some categories of fish processing workers are totally excluded 
from coverage. If the fish processing is done as a part of a “single, unin- 
terrupted canning process” it is covered by minimum wage, but not maximum 
hours regulations. However, freezing operations are totally exempt. The 
question arises as to what type of coverage workers have who are processing 
fish both for canning and for freezing? If a worker devotes 20 percent or more 
of his time to duties which are not exempt, then his full time worked will be 
covered under the act. However, if the exempt work is not segregated from 
the nonexempt work—as on a fish processing line moving both toward a freezing 
and a canning unit—even though the nonexempt work may be less than 20 
percent, then all the work done in the week is brought under the $1 an hour 
minimum wage coverage—but still not under the 40-hour week coverage. 

A justified basis for such distinctions is impossible to rationalize. Such dis- 
tinctions exist merely as concessions to employers seeking to escape responsibility 
for complying with minimum standards of wages and hours. 

It is true that for some weeks during the season in industries handiing perish- 
able crops an extended weekly work schedule is necessary. But only in the food 
processing industry is the full burden of meeting such a necessity exacted as a 
sacrifice from workers alone. 

Other industries, like the meatpacking industry or garment trades, must pay 
overtime at the rate of time and one-half to meet emergencies or adjust to the 
peak of seasonal demand. Peak hours in the meatpacking industry are com- 
parable to those in vegetable canning. Yet premium pay is accepted in meat 
packing as providing equitable compensation for the physical and nervous strain 
of abnormally long hours of work. 

Average hourly earnings of canning and preserving workers in 1956 were $1.57 
as compared to an average of $1.98 for all manufacturing. 

But this average includes high-wage employees in companies under collective 
hargaining agreements and in high-wage States. In establishments where em- 
ployees are not protected by minimum-wage laws or collective bargaining in 
low-wage Southern States, United States Government surveys found that in 
1952 more than half of the employees in fruit and vegetable packing, cotton 
ginning, and poultry and egg wholesaling establishments were earning less than 
75 cents an hour. 

In the years that have elapsed since the inception of the Fair Labor Stand- 
ards Act, many changes have occurred in the economy, in technology, and in the 
workweek and wages of workers in this country. Many of the exemptions for 
food processing workers have become obsolete. 

The exemptions were primarily intended to protect the employer processing 
a perishable commodity who needed to process such commodities before they 
spoiled. Today, modern technology largely prevents the danger of spoilage. 
Moreover, automation and other technological improvements have simplified and 
have greatly accelerated production. According to the United States Bureau 
of Labor Statistics, output per man-hour in the west coast canning industry 
has increased 34 percent since 1947. The increase since the Fair Labor Stand- 
ards Act went into effect is, of course, considerably higher. Consequently, exemp- 
tions which were justified when the act was put into effect are no longer appli- 
cable. 
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The nature of the industry has changed substantially since the exemptions 
were put into effect. The canning industry is among the most profitable in the 
United States. In many cases, canneries are better able to pay overtime after 
40 hours per week and the minimum wage provided under the act than large 
numbers of employers already covered by the act. A study of the economics of 
the industry reveals that it is no more entitled to exemption from the act than 
the many industries now covered under the terms of the act. 

Union contracts with employers in the food-processing industry prove that 
it is economically feasible to comply with accepted industry standards of a 
40-hour week with time ane one-half for overtime. 

A partial list of contracts providing for a 40-hour week is presented in table II. 

If the act is discriminatory against workers, it is equally so against many 
employers. Why should a businessman who deals honestly and fairly with his 
employees be put at a competitive disadvantage by those operators who pay 
pitiful wages and run their business under miserable working conditions? Obvi- 
ously, such a situation works a gross injustice against the decent employer. His 
fair dealing with his employees should be encouraged, instead of punished. 

Enactment of the Morse-Kelley bill would eliminate unfair competition between 
airminded employers trying to comply with accepted industrial standards and 
irresponsible operators seeking to exploit the loopholes under the present law 
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TABLE II.—Hours limitation in food-processing contracts negotiated by the 


Fruit and vegetabl 


FAIR LABOR 


gamated Meat Cutters and Butcher We 


pany 


nD S- 
proc 





sors 
Libby, McN« & | Houston, De 
Libby. 
Do Ocala, Fla 
G. 8. Suppiger Co Indianapolis, Ind 
Campbell Soups Terre Haute, Ind 
Crosse & Blackwell Baltimore, Md - 
G. 8. Suppiger Co Collinsville, Ill ‘ 
Otoe Foods. Nebraska City, Nebr 
Manischewitz Camden, N. J 
Hunts Foods do 
Ritter Co do 
Venice Maid Co = do 
Heinz Salem, N. J 
Hunts Foods--.-.-.-- suffalo, N. Y 
Welch Grape Juice _do 
Heinz de 
Pure Food Factor White Plains, N. ¥ 
Hansa. 
Heinz_. = Bowling Green, Ohi 
Campbe li Soup --| N spoleon, Ohio 
Heinz : ..-| Pittsburgh, Pa 
Lutz & Schramm Pittsburgh, Pa 
Lee-Thompson Fawcet do_... 
Libby, McNeill & Hartford, Wis 
Libby. 
Libby- - Janesville, Wis 
Fish processors 
Smoked Fish Manufac- | Los Angeles, Calif 


turing 
Booth Fisheries- -- 
O. E. Wentworth i 
16 companies in crab- 
meat products. 
Gorton Pew Fisheries 
and 17 other large | 
fisheries 


Indianapolis, Ind 
Baltimore, Md 
Cristfield, Md 


Gloucester, Mass... 


Fish Smokers Trade | New York, N. Y-.-..-- 
Council, Inc. 

De GTR, PRs cccsccénce 

Fahl & Bernstein Fish | Bellingham, Wash.-..- 


Co. 
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wrkmen of North America, AFL-CIO 











Pro m on hours 
7 (b) 3 limitati 7 limitatior 
1% times pay after 48 | Full exemption. 
hours instead of 56 
Full exemption Limited to 56 and 12 
hours. 
No exemption No exemption 
14% times pay after 8 Do. 
hours. 
No exemption Do 
do Do. 
Full exemption 144 times after 12 or 72 
hours for 3 weeks. 2 
2 times for Sundays and 
holidays ; 
do No exemption. 
do Full exemption, 20 per- 
cent premium after 12 
hours 
14% times for hours on | I exemption 144 times 
Sunday and holidays. for hours on Sundays 
ind holidays. 
No exemption No exemption. 
do Full exemption July 15 to 
\ctober 15 
I exemption, 1% | Exempt, but 1% times 
times for Sunday work ifter 54 hours. 1% 
times for Sunday work 
No exempti Full exe nption, 1! nes 
Sunda NOTK 
I exen I I exemption, 1 
ufter 54 hours 
No exemption No exemption 
do... > Do, 
F Do 
Exe tions not used Exemptions not u 
No exemption No exemption 
ao Do 


Exemption. 1% times 


nes Pea pack full exer 
after 10 or 48 hours 


balance 144 times 
48 hours. 
Full exemption. 


ption, 


fter 
Ler 


May 


1f 


LIne 


October 
Le t 
48 hours 


15 to 
mption. 
ulter 


40 hours 


Do 


45 hours 


Time and one-half for holidays worked; 
time for Sunday. 
40 hours. 


Do. 
44 hours, male. 


40 hours, female. 
40 hours. 


Source: Contracts file of Amalgamated Meat Cutters and Butcher Workme f Nort! erica 
AFL-CIO 
Department of Research, AFL-CIO Apr. 3, 1957 
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LOCAL TRANSIT 


Under section 13 (a) (9) of the Fair Labor Standards Act, local intercity 
transit employees are exempt from minimum wage and maximum hours provi- 
sions of the act. The Morse-Kelley bill would eliminate this exemption. 

Today almost all local transit employees earn more than $1 an hour. There 
may be a few exceptions among porters and laborers in the South who earn 
slightly less than $1, but it is doubtful if there would be more than 100 workers 
out of approximately 200,000 or so in the industry in this category. 

Fhe section of the act that affects transit workers adversely is the maximum 
hours exemption. 

When the Fair Labor Standards Act was first enacted nearly 20 years ago, 
it was contended by industry that there were difficult problems in applying the 
law to the local transit industry due to the need to meet the demands of traffic 
which are continuous but concentrated most heavily during rush-hour periods. 

Today any doubts as to the practicability of the 40-hour week in the local 
transit industry have long since been dispelled. The 40-hour week has been 
established in a substantial segment of the industry. Transit systems in many 
cities of varying sizes, large, medium, and small, are presently operating suc- 
cessfully under union agreements providing for a 40-hour week. 

Table I lists cities where local transit companies under contract with the 
Amalgamated Association of Street, Electric Railway and Motor Coachmen, 
AFL-CIO provide for a 40-hour week. Cities illustrative of this transition are 
as diverse in size as: Albany, N. Y.; Newark, N. J.; Boston, Mass.; Minneapolis, 
Minn.; Paducah, Ky.; and Memphis, Tenn. These cities have operated suc- 
cessfully under such a provision. Nevertheless, in many cities workers are 
denied the benefits of the 40-hour week because of the maximum hours exemption 
in the Fair Labor Standards Act. 

The requirement of pay of time and one-half for all work in excess of 40 hours 
is now a standard working condition in American industry. It is the practice 
in communications and public utilities. It is the overwhelming practice in con- 
tinuous process industries. It is followed in many transportation industries 
such as airlines. The over 1 million nonoperating employees on the railroads 
have such a provision. The operating problems of the railroad industry are 
analogous to those in the local transit industry. It is inequitable that so many 
railroad and public utility employees should enjoy a 40-hour week while so many 
employees in the transit industry do not. 

At the time the Fair Labor Standards Act was passed, the industry claimed 
that its financial condition was so poor that the reduction in working hours to 
40 could not be accomplished with maintenance of take-home pay. The transit 
industry pledged that it would establish the 40 hour week through collective 
bargaining as soon as circumstances made it feasible. During World War II, 
the industry made large profits, replaced much of its equipment, and substantially 
iinproved its financial position. 

Transit employees are equally entitled to share in the achievement of the 40- 
hour week so long enjoyed by other American workers. They, too, are entitled 
to more leisure time, more opportunity for family, social, and community life. 

The Morse-Kelley bill would help them achieve this standard. 
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ras_e I.—Cities in the United States where local transit employees are covered 
by 40-hour-week provision,’ March 1957 
City City 
Worcester, Mass. New York, N. Y. 
Pittsburgh. Pa. St. Louis, Mo. 
Charleroi, Pa. Newark, ete., N. J. 
Wheeling, W. Va. Sayreveille, N. J. 
Connecticut cities Wilmington, Del. 
Allentown and Easton, Pa. Springfield, Ohio 
Fall River and other suburban cities York, Pa. 
around Boston South Bend, Ind. 
Oakland, Calif. Kenosha, Wis. 
Oak Park, IIL. Milwaukee, Wis. 
Chicago, Ill. Racine, Wis. 
Evanston, Ill. Minneapolis-St. Paul, Minn. 
Youngstown, Ohio New Bedford, Mass. 
Rochester, N. Y. Floral Park, Long Island, N. Y. 
Springfield, Mass. Indianapolis, Ind. 
Madison, Wis. Arlington, Va. 
Gary, Ind. Duluth, Minn., and Superior, Wis. 
Trenton, N. J. Lyons, Il. 
Erie, Pa. Alexandria, Va. 
Syracuse, N. Y. Flushing, Long Island, N. Y. 
Seattle, Wash. Paducah, Ky. 
Boston, Mass. Phillipsburg, N. J. 
Providence, R. I. Springfield, Il. 
Framingham, Mass. Los Angeles, Calif. 
Cincinnati, Ohio saltimore, Md. 
Fort Wayne, Ind. Albany, N. Y. 
Washington, D. C. Buffalo, N. Y. 
Toledo, Ohio Reading, Pa. 
Memphis, Tenn. Louisville, Ky. 


1This exhibit is limited to situations where the employees are represented by the 
Amalgamated Association of Street, Eletcric Railway & Motor Coach Employees of 
America, AFL-CIO, and where 40-hour week provision covers both operating and non- 
operating employees. 


Source: Amalgamated Association of Street, Electric Railway & Motor Coach Employees 
of America, AFL-CIO. 


LOGGING 


Under section 13 (a) (15) of the Fair Labor Standards Act, logging operations 
having no more than 12 employees are exempt from both minimum wage and 
overtime provisions. 

This exemption was established in 1949, on the assumption that small lumber- 
men could not compete with large operators unless they had a wage advantage. 
In practice, however, the exemption has permitted large logging operators to 
bypass FLSA standards through the simple expedient of subcontracting work 
to small employers. 

Thus some of the largest and wealthiest paper companies are indirectly the 
employers of logging employees exempt from the Fair Labor Standards Act. 
These companies include industrial giants such as St. Regis Paper, Scott Paper, 
Georgia-Pacific, Kimberly-Clark, Kirby Lumber Co., and W. T. Smith Lumber Co 

Since many of the smaller companies do not have to report to the SEC, it is 
impossible to determine their real ability to pay minimum wages. Many small 
firms are marginal enterprises. Such enterprises exploit substandard wage 
rates and inadequate safety regulations to enter the market, make a quick profit 
and then leave the industry. 

Experience in the garment trades and other industries has shown that the 
higher wages won by unions actually stabilize the market for reputable and 
responsible manufacturers who want to pay fair wages but must compete with 
fly-by-night operations. This is particularly true in the South. Moreover, 
virtually all logging operations exempt from Fair Labor Standards Act require- 
ments do not come under the jurisdiction of the National Labor Relations Board. 
Workers are unorganized and have protection of neither unions nor legislation. 
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NUMBER OF EMPLOYEES AND EARNINGS 


It is estimated that there are approximately 223,000 logging employees in the 
United States. About half of these employees (approximately 110,000) are now 
exempt under the act. This figure includes about 2,000 employees in forestry 
enterprises; 46,000 employees of logging camps and 62,000 in sawmills which 
earry on their own logging operations. 

Most of the 62,000 loggers employed in sawmills which also carry on logging 
operations are paid the minimum wage or above. This is because the sawmilling 
employees are covered by the act. Both logging and sawmilling occupations are 
largely unskilled and are interchangeable. Thus work crews may include both 
exempt and covered workers, and it is impractical to take advantage of the 
exemption for loggers when sawmillers are covered. 

Thus in April 1953, only a very small fraction of exempt logging employees 
employed by sawmills received less than 75 cents an hour and average wages 
compared favorably with covered workers. 

Data on wages are not available for the 48,000 employees in independent 
logging operations and forestry enterprises. ° Information available to the unions 
in this industry leaves no doubt that workers in this category would be substan- 
tially benefited by coverage under the Fair Labor Standards Act. 


MORSE-KELLEY BILL 


The Morse-Kelley bill would extend protection to the 110,000 logging employees 
now exempt from the act. 


Mr. A. Reets Ketitey. A statement concerning the proposed ex- 
tension of the Fair Labor Standards Act by George W. Priehs, execu- 
tive vice president, John Priehs Mercantile Co. 

(The statement is as follows:) 


A STATEMENT CONCERNING THE PROPOSED EXTENSION OF THE FatrR [LABOR 
STANDARDS ACT AND THE EFFECT OF THIS EXTENSION ON SMALL RETAILERS 
IN SMALLER COMMUNITIES 


By George W. Priehs, Executive Vice President, John Priehs Merchantile Co., 
Mount Clemens, Mich. 


FORE W ORD 


Chis statement concerning the proposed extension of the Fair Labor Standards 
Act and the effect of this extension on retailers in smaller communities is made 
by the writer as an individual small store executive and represents his per- 
sonal views based upon his intimate knowledge of small retail store operations. 


INFORMATION CONCERNING THE WRITER 


My name is George W. Priehs, age 49, married and a father of two daughters. 
I was educated in the public-school system of Mount Clemens, Mich. I received 
my Bachelor of Arts degree from the University of Michigan, 1930. I am 
employed by the John Priehs Mercantile Co. operators of a junior department 
store in Mount Clemens, Mich. My position is that of the company’s executive 
vice president and general manager. I have been employed in this capacity since 
June 1982. 

In the early 1930's I authored the book We Do $100,000. This book was one 
of the first written on small-store operations. I was appointed by President 
Roosevelt as a member of a seven man delegation from my State to attend the 
first Washington Conference on the Problems of Small Business. In 1940 I 
authored a series of 10 articles dealing with the problems confronting small- 
store executives in small towns. This series ran in the Fairchild Publications 
under the title “Retailing in Smaller Towns.” I was appointed and served as 
the small-store representative on the Retail Trade Advisory Committee of the 
War Production Board during World War IT. 

I have served at various times as a member of the advisory board of the 
small-stores division of the National Retail Dry Goods Association and as a 
member of the board of directors of the Michigan Retail Association, a group of 
several thousands of smaller retailers in this State. I am listed in the Who’s 
Who of Industry and Commerce. I am a member of the American Institute of 
Management and the American Academy of Political and Social Science. 


89327—57—pt. 1 47 
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INFORMATION CONCERNING THE INDIVIDUAL SMALLER STORE, ITS OPERATIONS, 
PAYROLL, EMPLOYEE RELATIONS, WAGE SCALE AND Hours ON WHIcH THIs 
STATEMENT Is Basen UPon 

THE STORE 


The John Priehs Mercantile Co. owns and operates the Priehs Department 
Store. It began business in 1896 as a country general store. It is the largest 
volume store in Mount Clemens, Mich., a city of 20,000. Since 1932 until the 
close of 1956 its sales has increased from less than $40,000 to slightly less than 
$2 million. Its daily operations requires the employment of 100 to 160 em- 
ployees depending upon consumer demand at various times throughout the year 
Our employment is at its peak during December and at its lowest during the 
months of July and August. 


FACTS CONCERNING THE EMPLOYEES 


Over 50 of the company’s employees, 20 of whom are in executive, semi- 
executive and administrative positions, have been on the company’s payroll for 
5 and more years. 

More than 35 employees, at their own request, work less than 30 hours a week 
These employees are classified as regular part-time employees 

Over 70 of our employees are married women. Sixty of these married en 
ployees work because of individual preference rather than from economic neces- 
sity. Most of the income earned is spent for nonessentials rather than for 
necessities. The total loss of income by these 60 employees would not affect the 
basic economy of their individual families due to the fact that the chief source 
of family incomes is the husband’s paycheck. 

Fourteen of our employees are teen-agers, employed on their first salary 
paying job. This income usually augments the teen-agers allowance. The total 
loss of this income would in no way affect their respective family economics. 

Only 18 of the store’s employees can be classed as the financial heads of their 
family. Of this 18, only 9 have children between the ages of 1 to 17. The othe 
9 are heads of family where either the husband or wife is gainfully employed 


WORK HABITS OF THE COMPANY'S EMPLOYEES 


During the fiscal year 1956, we employed 286 persons in order to keep om 
average staff requirements of 139 employees filled. Seventy-two of the total of 
286 have been on the company’s payroll as of January 1, 1957, for 1 year and 
longer. The other 214 can be classed as transient workers, being on the payrol 
from 2 days to less than 8 months. Only 6 were dismissed for reason, the re 


maining 208 left our employment for the following admitted reasons: 


Husbands did not approve of full-time employment $1) 
Pregnancy 7 
Moved from the city 23 
Accepted employment for a limited time only 67 
Didn't like retail work 2h 
Decided that they didn’t want to work 30 
Left to take other employment 27 


From these severance interviews, conclusion must be reached that for most 
employment in retailing is considered by employees as temporary and not 


means for economic existence. In this respect retailing holds a unique positio 
as an employer. 
QUALIFICATIONS POSSESSED BY EMPLOYE! 

The great majority of the 208 employees referred to entered the company) 
employment during 1956 and had little or no previous retail experience. Judged 
by existing industrial standards, the majority would be classified as inexperi 
enced trainees not worth the proposed minimum proposed by the extension of 
FLSA 

A considerable number of employees entered the company’s employment witl 
little or no desire for permanent employment The great majority had mn 


economic need for permanent employment 
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TIIE COMPANY'S POSITION AS AN EMPLOYER 


In our community the company acts as the largest employers of part-time, non- 
permanent and inexperienced workers. Unlike industry our employment needs 
and demands permits us to employ marginal and part-time workers who period- 
ically enter the employment market to occasionally augment the family income 
to purchase nonessential extras. We can absorb these occasional workers due 
to the seasonable sales patterns of retailing. The employment of these in-and- 
outers help to keep the cost of retail distribution down without creating a 
financial hardship to the temporary worker. 


rHE COMPANY'S WAGE PATTERN 


Due to the inability of retailing to even out the spread of consumer demand 
throughout working day, week, month or year the average productivity of the 
retail employee fiuctuates from zero to 100 plus per hour. The inability of 
retailing to regulate consumer demand it becomes an operation must to corre- 
late the average retail employee’s salary to the number of consumer dollars of 
merchandise sold. Rates of pay is based upon individual sales productivity over 
a given period just as industrial rates of pay is based upon product productivity. 

Unlike industry, retailing cannot control the hourly productivity of the great 
numbers of its employees. The rate of hourly productivity depends for the most 
part on the whims of the consumer, not in the slowing or the increasing of the 
speed of an assembly line. To tie the rates of retailing pay to an hourly rate is 
to confess to a total ignerance of the basic employment problem in retailing. 
To deliberately confuse retailing with the problems of industry is to perpetuate 
a great frand for the selfish interest of the perpetuators. 


EXTENSION OF LFSA AND ITS PROBABLE EFFECT ON PART-TIME EMPLOYMENT 


The Labor Fair Standards Act was originally designed to treat with the labor 
problems confronting industry. If these standards are applied to retailing with 
out qualifications, it is more than a probability that retailing will be forced to 
give up its important role as the largest employer of part-time, temporary und 
inexperienced workers. If this happens, a large body of useful workers will be 
eliminated from the Nation’s work force, causing serious disruption in our 
economy. This elimination will be directly caused by retailing’s inability to 
meet the unrealistic minimum wage that the extension of LFSA will cause. 


EX'TENSION OF LFSA AND ITS EFFECT ON CONSUMER PRICES 


In face of the net profit of 1.4 percent, shown by our company, the additional 
payroll expense which the extension of LFSA will create must of necessity be 
passed on to the consumer public. Our company cannot absorb the increase. 
This additional cost will approximate an 8'. percent increase in commodity 
prices. This increase will contribute a substantial addition to the inflationary 
force already threatening our entire economy. 


INABILITY OF THLE COMPANY TO ABSORB THE INCREASE IN PAYROLL COSTS 
The proposed extension of the present LFSA to cover all or part of retaili 
will entail additional payroll costs If this cost is not to be added to existing 


consumer prices, it is necessary that retailing shall be able to absorb the addi 
tional pay roll costs 

To determine retailing’s ability to absorb this additional cost it is essential t 
examine what retailing does with the consumer's dollar it receives and how much 
of this dollar is retained as profit For this purpose the operating staten t of 


mv company is submitted for examination 
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How the company spent the consumer dollar it received in 1956 





Cente 
Cost of merchandise__ AE Fe eS Sete es Se Set 65. 9 
ON pe gr a hes hetcwin “ wien idedeibates? Tis ae 
eC ce eee eel 4.47 
ae de, cb imciobimisWacicdibuideeanka:- Le 
i cee oe Bl nis Botnet nsdn cece d Sites onsite aOR 2. 43 
Miscellaneous_____________-_ beeen ocean). ee OE le nd a 
a ge OO Pek Ng oe oe hyd ee, 
I stat caramel aes = anaes 89 
Repairs and utilities__ aa 67 
penreciation.......~..—-—..- os _— ere eee 66 


a te piece ‘ss 41 


Telephone, postage, etc = ae 08 
98, 55 
Retained as profit_____._._...___- 5 : : : 1.45 


The profit margin shown by retailing has during the past 10 years been reduced 
from 8.9 percent experienced in 1947 to 1.45 percent in 1956. The reduction of 
the profit margin during this period has been the result of cost absorption by re- 
tailing without a corresponding increase in consumer prices. The present profit 
margin allows for little or no further cost absorption. 

Any increase in payroll costs must be passed on to the consumer in the form of 
retail price increase if retailing is to retain its economic health. During 1957, 
retailing will be faced with other increased operating costs in freight rates, local 
and State taxes, supplies and public utilities. The extension of LFSA would add 
a sizable percentage increase to operating costs far above retailing’s ability to 
absorb. 


COMPARABLE PAYROLL COSTS BEFORE AND AFTER EXTENSION OF LFSA 


For purpose of illustration, the payroll costs shown below is based on my 
company’s average weekly payroll showing average number of employees and 
employment classifications. 

The store is opened 6 days and 1 night a week for a total of 56 hours. The 
employees’ workweek is 44 hours, plus time and a half for any overtime. Under 
the proposed extension, the store hours will remain the same, the workweek will 
be 40 hours at a minimum of $1 an hour for the lowest classified employee, plus 
time and a half for overtime. 


Proposed payroll under FLSA 


60 salespeople at $46.50 (4 hours overtime) —~---------_--__-___-__---_~- vow, Oty TOO 
"32 eemiecent Gepartiment MERAGErs AL DUO... cess 8258 
ae me INNA, DUNNO UNOS 0 a stp csactercimbtenacien wristssesnneniniahiown dinmuanenis 1, 584 
*10 office employees at $46.50____-_ iad eehees ae cae a ‘ le 165 
*§ maintenance-drivers-janitors at $69_._________~_- ica ace 414 
*15 part-time employees at $30 eee eas 450 


*20 miscellaneous employees (15 percent adjustment) —_--~--. 


2, 625 


9, 156 

NoTe.—Since the extension of FLSA is not based upon increased individual productivity 
but rather on involuntary and forced salary upgrading, it will be necessary for our com 
pany to upgrade all employees designated by (*). If this is not done our entire organiza- 
tion will be wrecked by selected salary upgrading. Under FLSA, the store will be forced 
to adjust all salaries by a minimum of 15 percent 


TOG. MEV TOl WOlnIy BP AK Woke ee ec 


Our payroll during 1956 


60 salespeople at $32.50 (including overtime) —-~~- bicisciecevmstidnintesioce Seiya GP 
12 assistant department managers at $50____----______~- a ietemmigea 600. 00 
Rip MoT NOG PROTIABCTH EU BIG ee enw nccmcceneecwectenccen “Apa 
10 office workers at $35_- ees eee gas ace 350. 00 
S.geivers-sanitora, etc: at SG0........................ 360. 00 


Rp ERO CITT O8 AU Bn si ccm menimencw cen nmeneecun 337. 50 
See ARR RNNIIR RINURNON  iiniiwriinntamcmink em memnainmminw ai ninmcinma’ typ TORE Oe 


ce Be a | | | a 6, 547. 50 





nite 


my 
nd 


‘he 
ler 
rill 
lus 


‘90 


00 
OO 
00 
00 
00 
50 
00 


50 


FAIR LABOR STANDARDS ACT 713 


Comparative annual payrolls 


DRUM, PRED NER EE ccs ass se be gen eee ach nicgd dc es CT 
Annual payroll for 1956_.._--__-.- as ceceiiae bien ease oust at cewnth cerckinn cen Sa re 
AGuuocpal payroll Unger FrieaA.... ot a iecaeht aks 149, 117. 53 


ADDITIONAL PAYROLL COSTS CAUSED BY EXTENSION OF FLSA 


The additional payroll costs of $149,117.53 under FLSA will cause the follow- 
ing additional incidental payroll charges: 


Aaitional SOciAl S6CUTICY CBRTIG io cre aise int ncn ames eu es _. $3, 051. 95 
Additional unemployment tax _.__-------~. acces side aa cai Algeck bial 1, 356. 40 
Increase in workman’s insurance ; 138. 41 
aS SUE. ARIAT TU csc wae wns siosienpi'onge pn emia on sssiionaioen ca senwsitsitwey ng OO e 
Increase in annual bonus pay_-_- scot pi eapaa E ie 1, 500. 05 
Increased payroll record costs_ i senator a tet ; ih tace 2, 808. 00 

Total additional incidentals___- : : isan a teu slau ee 


CONCLUSIONS TO BE DRAWN FROM THE INCREASED PAYROLL UNDER FLSA 


The total additional charge to our payroll under the extension of FLSA would 
amount to the staggering total of $162,293.04, or more than three times our gross 
operating profit of $59,611.06 before taxes. If we were willing to operate our 
business on a break-even point, there would still remain an additional $102,681.98 
that would have to be passed on to the consuming public in the form of price 
increases. 

If the extension of FLSA should include our company, with retail sales of 
approximately $2 million, we would have to increase our prices by 844 percent 
just to cover the increased payroll costs. Unfortunately retailing is also faced 
with other increased operating costs. The ICC has already granted freight in- 
creases. State and local taxes promise a definite increase. Many public utilities 
have asked for rate increases. 

Retailing cannot absorb further increases in operating expense and it is 
reasonable to predict that if retailing is further burdened with the extension of 
FLSA, retail prices will be raised in excess of 10 percent thus further reducing 
the purchasing power of the consumer dollar to the lowest depth in the history of 
the country. 


SUMMARY AND CONCLUDING STATEMENTS CONCERNING THE PROPOSED EXTENSION OF 
FLSA TO INCLUDE RETAILING ~ 


It is the sincere hope of the writer that those charged with the responsibility 
of judging the economic wisdom of extending FLSA to cover retailing, large or 
small, located in large or small communities, shall carefully weigh the total 
effect such extension shall have on both our national economy and especially the 
individual consumer. 

The following is offered to help in reaching a fair and honest conclusion : 

1. The majority of people employed in retailing do not depend upon the wages 
or salaries paid by retailing as the sole financial support of their individual 
family unit. The earnings serve only to augment the family income, helping 
toward the purchase of nonessential extras. 

2. The majority of people employed by retailing can be classed as inexperienced 
and unskilled, offering their services on a temporary or a part-time basis as 
serves their individual preference and personal convenience. 

3. The rate of pay in retailing for the most part must of necessity be inti- 
mately related to sales productivity rather than on purely hourly rates, due to 
the inability of anyone to regulate and even consumer demand to secure a relative 
stable hour productivity throughout the work week, month and year. 

4. The problem of hourly productivity in retailing is in no way similar to the 
regulated productivity possible in most of industry. 

5. The proposed extension of FLSA and its corresponding increase in wage 
rates is in no way related to increased productivity and that the proposed 
extension is nothing more or less than a basic wage boost which lends itself to 
increasing the inflationary pressures threating our economy. 
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6. The pressure for the extension of FLSA does not come from retail em- 
ployees, but instead the pressure is coming from industrial labor organizations 
und leaders unfamilar with the working conditions and problems of retailing. 

7. The increased payroll costs. the extension of FLSA demands must be 
passed on to the cousumer because of the inability of retailing to absorb this 
additional cost. 

8. The corresponding increase in consumer goods will substantially raise the 
cost-of-living index, causing further and substantial raise in industrial wages 
which are by contract tied to this index. 

9. The proposed extension of FLSA will serve only to increase the inflationary 
pressure which is dangerously threatening our present economy and economic 
wellbeing. 

The extension of FLSA to cover retailing, large or small or both, will serve 
only to raise cousumer prices without a corresponding increase in the pro- 
ductivity of retail workers, adding dangerous weight to inflation forces danger- 
ously threatening our economy 
Mr. A. Reats Keuiry. Statement of American Bankers Associa- 
on 


(The statement is as follows:) 


STATEMENT OF AMERICAN BANKERS ASSOCIATION ON PROPOSED AMENDMENTS TO 
THE FAIR LABOR STANDARDS ACT 


The membership of the American Bankers Association consists of 98 percent 
of all the banks in the United States in number and represents better than 99 
percent of the banking resources. Information released relating to these hear- 
ings indicate that the principal subject under consideration is the proposed 
extension of the coverage of the Fair Labor Standards Act. As most bank 
employees are now considered covered by the act, the proposed extension of 
coverage should not have a significant effect on our members. 

However, a number of other amendments to the act, which are of interest 
to our members, have been introduced. This statement is directed to five pro- 
posals, specifically : 

(1) Theincrease in the minimum wage; 
(2) The $6,000 salary minimum for exempt employees; 
(3) The payment of overtime on a daily basis; 
(4) The inclusion of certain fringe benefits in the regular rate of pay 
for the purpose of computing overtime; and 
(5) The 6-year statute of limitations. 
The committee’s attention is directed to the fact that banking is predom 
antly small business, being made up of thousands of sm: institutions. Of 
approximately 14,300 banks, only 1,000 have deposits of over $25 million, 


iT 





the 
another 3,800 have deposits between $5 million and $25 million, while approx 
imately 9,500 banks have deposits of less than $5 million. 

Banks range in size from those employing as few as 2 or 3 people, to those 
with thousands of employees. In fact, 95 percent of the banks have fewer than 
100 employees. 

Many of these banks are located in small rural towns. Data on the number 
of banks in communities of various sizes are not available for the Nation as a 
whole. However, some indication can be derived from surveys made by a few 
State bankers associations. In one State, out of 114 banks with total resources 
of less than $2 million in 1953, there were 52 banks located in towns of less 
than 1,000 population; and 35 in towns of 1,000 to 2,000 population. 

In another State 160 out of 198 banks with total resources of less than $2 
million were located in communities of less than 1,000 population. 

Some people may brush aside the problems confronting small banks because 
they employ comparatively few people. It is true that the 9,500 banks with 
deposits of less than $5 million only employ about 75,000 of the 585,000 people 
in banking. But these 9,500 banks play a vital role in the functioning of the 
Nation’s economy. In many areas they are the only source of financial service 
to the farmer and rural merchant. 





ahs 


e 


is 


1e 


aS 


it 
9 


. 


d 


a 


eo 


FAIR LABOR STANDARDS ACT 715 


MINIMUM WAGE 


It was only 1 year ago that banks and other employees adjusted their salary 
scales to reflect the changes in salary levels created by the increase in the mini- 
mum wage from 75 cents to $1 per hour—a 3344 percent increase. To start 
another series of adjustments by further increasing the minimum wage could 
have a serious effect on many banks. It must be borne in mind that an increase 
in the salary rate of the lowest paid employee requires corresponding increases 
in the pay of most other employees in order to maintain customary salary 
differentials. 

The impact of these adjustments would be particularly serious on the 9,500 
banks with deposits of less than $5 million which are located mainly in smaller 
communities. The small size of these banks places a practical limitation on their 
earnings. It has been difficult for some to adjust to the $1 minimum. The 
association feels that it would be unreasonable to ask them to adjust now to a 
higher level. 

Banks, small and large, employ a majority of their permanent staffs directly 
from high schools. These boys and girls are inexperienced, yet the banks pay 
them full salary while they are being trained. Banks also provide employment 
for thousands of students during summer vacations. These summer replace- 
ments generally cannot operate the bookkeeping machines or teller windows, but 
are used to perform simple clerical tasks. If minimum-wage standards are set 

o high it could result in the employment of only those who already have 
acquired specialized training through secretarial or commercial schools and 
might deprive many of these youths of employment opportunities. 


EXEMPT EMPLOYEES 


The American Bankers Association does not favor including a minimum 
salary as one of the tests in determining the status of executive and administrative 
employees It is illogical to say that one man is an executive while another 
ndividual carrying similar duties and responsibilities is not, solely because of 
an arbitrarily fixed salary requirement. The difficulty with a fixed salary limita- 
tion is that it is inflexible and does not adjust itself to fit the varying salary levels 
existing in the different sections of the country. It becomes even more difficult 
to apply in a business such as ours where the units range from banks of less than 
$500,000 in deposits, employing as few as 2 or 8 people, to billion dollar banks 
with thousands of employees 

We helieve that the only true test of administrative and executive status is 
the occupational test based on duties performed and responsibilities carried. We 
have never been able to reconcile this belief with the action of the wage-hour 


Administrator incorporating a salary requirement in the regulation defining 
executive and administrative employees. By the same token, we wonder why it 
should now be proposed that Congress write a salary test into the law We are 
ipposed to such an arbitrary test for the reasons stated above 


DAILY OVERTIMI 


Che payment of overtime on a daily basis may be practical in many industrial 
operations where production can be controlled, to a great extent, by the company. 
Che fluctuations in banking operations are great and for the most part are 
beyond the control of the bank. Banking operations are not the type that can 
be controlled by a time clock. It is not the type of business in which a switch 
ean be thrown on at 8 o’cleok or 9 o’clock in the morning and can be turned off 
it the same hour every afternoon and operations cease until the following day. 
Banking operations, from their very nature, must respond to the needs and 
demands of the public and must be flexible to meet those changing demands 
[It is almost impossible, in the case of certain banking operations, to tell in the 
norning when a bank opens how long that particular day the operations of the 
bank may require the services of certain employees. It frequently happens in 
the afternoon near the closing hour that important banking matters arise which 
require the presence and the efforts of employees beyond the time contemplated 
in the earlier hours of the day. On the other hand, on some days operations will 
require much shorter hours of work from employees than on other days. It is 
customary in banks that when each employee has performed his daily job he is 
free to leave. 

Banks now pay their employees overtime for all hours worked beyond 40 
hours in a workweek. It is felt that this accomplishes the purposes Congress had 
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in mind when they passed the act. To now require banks to pay overtime when 
ever an employee works beyond 8 hours in a day would impose an extreme hard 
ship, particularly in view of the fact that banks do not decrease their employee's 
pay when they only work 5, 6, or 7 hours a day. One result of this change, if 
enacted, might be to force many banks to change their method of paying from a 
salary basis to an hourly rate and only pay for time actually worked. This 
would clearly not be beneficial to the employees. 


BONUS PAYMENTS 


The proposal to repeal the present exclusion from the regular rate of pay for 
discretionary bonuses, profit-sharing plans, and thrift and savings plans would 
have serious effect on year-end customs in banking. Over three-fourths of the 
banks make some kind of a bonus or profit-sharing distribution near the end of 
the year. 


Conservative banking practice has always dictated that bank management, 
near the year end, set aside out of earnings proper amounts for increases in 
capital accounts to protect its depositors. After this has been done, if profits 


warrant, a bonus or profit-sharing distribution is generally made to the employees 
To include these payments in the regular rate of pay for purposes of computing 
overtime would involve the task of recomputing the employee's pay for every 
week in the year during which he had any overtime. The clerical work involved 
in this operation would be tremendous 


It is realized that the present proposal would still leave in effect the present 
exclusion in section 7 (d) (1) of the act for so-called Christmas bonuses. How 
ever, past interpretations of the Wage-Hour Division of the Department of 
Labor have left section 7 (d) (3) on discretionary bonus« ir 


ind | fit-sharing 
plans as the only recognized statutory exclusion for many ch payments con 


sidered Christmas and year-end bonuses by the banks 


STATUTE OF LIMITATIONS 


The administration of the act over the years has demonstrated that it is 
exceedingly difficult to make decisions on the proper interpretation to be given 
certain sections of the act, and the regulations issued thereunder, as applied to 
banking. As an example, consider the regulations defining executive and adminis 
trative employees. They were written in language more descriptive of industrial 
Situations than banking. They continue to create considerable doubt in the 
minds of bankers as to the proper classification of some employees 

Under the present law, if the wage-hour inspectors rule the bank erred in 
interpreting the regulations, any action brought to recover back pay must be 
commenced within 2 years from the date the cause of action accrued The 
amendment to increase this exposure to 6 years would impose an unreasonable 
hazard on the banks. The hidden liabilities that could build up over a 6-year 
period are a serious problem. 


Small banks, as well as other small enterprises employing clerical help for 
routine tasks, do not have the volume of activity to justify, nor can they afford, 
the installation of modern electronic labor saving office equi,.nent. Therefore, 
proposals now before this committee will have proportionately greater impact on 
smaller employers. Large employers with modern equipment. employ more 
skilled operators at correspondingly higher rates of pay and will be little affected 
by these amendments. It is for this reason that we are concerned about the 
effect these amendments will have on the thousands of smaller banks. 

The association appreciates the opportunity to have presented its views to 
this committee. 


Mr. A. Reois Ketiry. Statement of K. M. Norton, National Milk 
Producers Federation. 
(The statement is as follows:) 


STATEMENT OF E. M. Norton, SECRETARY NATIONAL MILK PRODUCERS FEDERATION 


The National Milk Producers Federation is a national farm organization. It 
represents nearly half a million dairy farmers and some 800 dairy cooperative 
associations which they own and operate and through which they act together 
to process and market at cost the milk and butterfat produced on their farms. 

Many of the cooperative associations represented by the federation are manu 
facturing associations engaged in the processing and marketing of milk in the 


Se 
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form of manufactured dairy products. Practically every form of dairy product 
manufactured in the United States in any substantial volume is made and sold 
by farmers’ dairy cooperatives represented by the federation. In terms of volume 
nearly one-third of the milk sold from farms in the United States is marketed 
through associations connected with the federation. 

The federation has supported consistently the right of labor to organize in order 
to bargain collectively for wages, hours, and other working conditions of em- 
ployees. It is our belief that fair wages should be paid to labor, and that in 
turn dairy farmers should receive a fair return for the agricultural commodities 
they sell. 

Increased labor costs are reflected in the price of things that farmers buy and 
in the cost of processing and distributing the products farmers sell. Our agri- 
cultural programs are based on the theory that the prices farmers receive should 
be reasonably related to the cost of the things they buy, thereby maintaining the 
purchasing power of this important segment of the economy. 

The parity position of the dairy farmer is seriously out of balance at the 
present time. Hourly earnings of dairy farm operators are far below the mini- 
mum wages provided by law for general labor. Statistics published by the Depart- 
ment of Agriculture show that in eastern and western Wisconsin, for example, 
the hourly returns of dairy producers are 30 and 35 cents, respectively. In the 
central northeast, the highest of the test areas, they are only 81 cents. 

In connection with the consideration by Congress of legislation which would 
result in higher labor costs, consideration should be given to the need for im- 
proving the parity position of the dairy farmer. Certainly increased labor costs 
should not be permitted to further aggravate the disparity between the prices 
farmers receive and the prices they pay. It would not be in the interest of labor, 
in the long run, to see the purchasing power of dairy farmers continue to be 
impaired by this disparity in prices. 

The labor problems which cause us the most trouble are in the fringe area 
which exists between exemption and nonexemption in the agricultural field. 
These matters are relatively unimportant in relation to the number of employees 
involved, but measured in terms of the ill will which they create they are harmful 
both to agriculture and labor. They can be corrected quite easily, and we believe 
it is important both to agriculture and labor to correct them. 

A proposed amendment of subsection 7 (¢c) to correct this situation is suggested. 
The proposed amendment would add the following sentence to subsection 7 (¢): 

‘For the purpose of this subsection (c) the first processing of milk, buttermilk, 
whey, skimmed milk, or cream shall include all operations prior to, including, 
and through the completion of such first processing, whether performed at the 
same or different times, or in one or more places, or by one or more employers.’ 

This is a simple, logical, and easily applied solution of a problem which, unless 

is corrected, will continue to create friction and ill will 

Another area of confusion in the agricultural field exists with respect to out 
side employees over whose hours the central office has no adequate control 


Here again Congress has recognized the problem and provided some exemptions 
However, confusion amd complications have developed in the application of the 
exemption Dairy cooperatives use outside employees for several purposes, 


sometimes for a combination of purposes, the most frequent being fieldmen and 
testers 

It seems to us that the difficulties arising in connection with outside employees 
could be solved in a simple and practical manner by a general exemption for 
outside employees whose work is related to agricultural processing and mar 
keting. The exemption should not be lost where the employee does some covered 
vork provided the major part of his work is within the outside employee 
exemption 

The Walsh-Healey Act causes unnecessary complications and confusion in the 


dairy industry Since the Fair Labor Standards Act now prescribes general 
standards for labor, the special standards prescribed by the Walsh-Healey Act 
for employees working on Government contracts are no longer needed. The 


two sets of standards while basically intended to accomplish the same general 
purpose are sufficiently different to cause trouble and confusion. The Walsh- 
Healey Act should be repealed. 

The area of production exemption in section 18 (a) (10) of the act (7 U.S. C. 
215 (a) (10)) should be retained until a better and more effective exemption 
to take its place is devised. 

In some cases testers employed by cooperatives to check-test milk in the plant 
of the purchasing handler have been denied exemption when the handler’s 
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tester working in the same place and on the same milk was ruled exempt. Both 
testers in such cases, we believe, should be considered exempt under the first 
processing exemption. 

Independent contractors are used by dairy cooperatives, particularly in milk 
hauling operations. The status of independent contractors should be determined 
by the general common law rule and not by some special rule applicable to the 
labor law. 

A great deal of confusion arises when part of the employees of a plant are 
ruled exempt and part are ruled nonexempt. Where the major function of a 
plant is first processing all the employees should be ruled exempt. 

Some liberalization of the application of the wage-and-hour regulations in 
line with the foregoing suggestions would accomplish much good by making 
the regulations more practical and workable. A broader application of the 
exemptions in the interest of simplicity and practicality would not result in an 
abuse of the exemptions, because to a large extent the exemptions are self- 
policing. Competition in the hiring of labor takes care of that. 

There is one other thing that should be considered. Because of a high standard 
of living and high wage rates in this country, our domestic prices are in many 
cases substantially above world price levels. This creates special problems for 
this country in relation to foreign trade which other nations do not face in 
equal degree. 

As long as this condition exists, this country must maintain the right to sell 
for export at prices below domestic price levels, and we must maintain also the 
right to control imports to whatever degree is necessary to offset the effect of 
this disparity in price levels. 

In conclusion, let me express the appreciation and thanks of our members for 
the privilege of presenting these matters for your consideration. 


Mr. A. Reais Ketitey. A communication by Oline K. Miller, re- 
ferred to the committee by Representative Graham Barden. 
(The document is as follows:) 


COMMUNICATIONS WORKERS OF AMERICA, 
LocaL No. 9101, 
Bellingham, Wash., March 12, 1957. 
Mr. GRAHAM A. BARDEN, 
Chairman, House Education and Labor Committee. 


Mr. BarpEN: At the regular monthly meeting of this local which was held on 
March 4, a communication was read by the chairman, announcing the coopera- 
tion of AFL-CIO and other organizations in attempting to amend the Fair Labor 
Standards Act to increase the minimum wage from $1 per hour to $1.25 per hour 
and to extend coverage to workers who are not covered at present. 

At this Same meeting a motion was made instructing the secretary-treasurer to 
communicate with the chairman of the Senate Labor Committee and the chair 
man of the House Education Committee informing them of the unanimous ap- 
proval of this local. 

We gladly enter into this campaign along with the other AFL-CIO groups, in 
order to help in the attempt to amend this act. 

Sincerely, 
OLINE K. MILLER, Secretary-Treasurer. 


Mr. A. Reais Ketiry. A statement of the National Coal Associa 
tion made by Robert E. Lee Hall, general counsel. 
(The statement is as follows:) 


STATEMENT OF NATIONAL COAL ASSOCIATION 


Mr. CHAIRMAN. The National Coal Association is the trade association of 
bituminous coal mine owners and operators, and includes within its membership 
the producers of more than two-thirds of the Nation’s bituminous coal. 

The employees of the coal mining companies are already covered by the Fair 
Labor Standards Act except as the specific exemptions may apply. Our mem- 
bers, therefore, are not directly affected by the proposals to change the coverage 
of the law to make it apply to any employee employed “in or about or in connection 
with” any activity in commerce, necesary to commerce, or “competing with any 
activity in commerce.” Nevertheless, on behalf of our membership, we wish to 
urge the rejection of such proposals, because their adoption would constitute 
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elimination of the last vestiges of the principle of separation of powers upon 
which our Government was founded. If the State governments are to remain in 
existence, some of the activities of local government must be left to their 
jurisdiction. Such a sweeping precedent for extension of Federal preemption 
of local governmental activities should not be adopted, particularly in the absence 
of any demonstrated need thereof. 

In some of the bills before your committee there are proposals to eliminate 
the exemption of outside salesmen. The reasons for the adoption of this exemp- 
tion in the original legislation are as valid today as they were when the exemp- 
tion was first adopted. The outside salesman to whom the exemption applies 
is a man engaged in selling away from his employer’s place of business. In 
every known instance in the coal industry, and very probably in the vast ma- 
jority of instances in other industries, outside salesmen receive a great deal 
more than the minimum wage specified in the Fair Labor Standards Act. How- 
ever, the nature of their work is such that the overtime provisions of the act 
would be extremely impractical as applied to such employees. Since outside 
salesmen are defined to mean only those whose activities occur away from the 
employer’s office, the employer has no way of knowing how many hours are 
spent in working. Even with detailed information from the outside salesman, 
it would be extremely difficult and burdensome to compute the number of hours 
of working time, because there is necessarily an overlapping of nonworking 
time and working time in the activities of the normal traveling salesman. 

Blimination of the outside salesman exemption would require, first, a deter- 
mination of the number of hours spent traveling, eating, and in personal activ- 
ities, to be allocated to working time within the meaning of the act; second, 
a computation of the regular rate of pay based upon the number of hours in 
working time and the amount of compensation from salary and commissions ; 
next, an adjustment of the commission rate to reflect the time-and-one-half 
requirement for the sales made during the overtime hours. The confusion and 
burden which would result from such requirements makes the outside salesman 
exemption a practical necessity. It should not be eliminated. 

Some of the members of our association operate, either directly or through 
affiliates, retail coal outlets and retail stores for the convenienec of employees. 
On their behalf, we urge rejection of the proposals to restrict the retail exemp- 
tion so that it will be inapplicable if the employer has more than four such 
establishments or more than a total annual dollar volume of sales of $500,000. 
Even more important, however, from the standpoint of the coal industry, is the 
proposal to exclude from the retail exemption any employer if “more than 25 
percentum of such employer’s annual dollar volume of sales or servicing shall 
be made to customers who are engaged in a mining, manufacturing, transporta- 
tion, commercial, or communications business.” This proposal would eliminate 
from the exemption a very large part of the retail coalyards throughout the 
Nation, because retail coalyards customarily sell a substantial tonnage to stores, 
office buildings, apartment houses, hospitals, schools, and other commercial 
enterprises. Under present interpretations of the law, retail sales of coal are 
considered to be those sales (not for resale) which are made in less-than-carload 
lots, and the present provisions of the law in this respect should be retained. 
Otherwise most retail coal dealers will find themselves subject to the act, even 
though they are strictly local businesses whose regulation should be left to 
regulation of local government. 

Some of the bills before your committee would eliminate additional exemptions 
which are of indirect interest to the coal industry, such as the “local retailing 
capacity” exemption, the exemption for forestry or lumbering operations where 
the employees are 12 or fewer in number, and the exemption for seamen. The 
reasons for the adoption of these exemptions in the first place are still as per- 
suasive as they were when the exemptions were adopted, and we have yet to 
find any real reason for the proposals to eliminate them. These sweeping pro- 
posals appear to be an unreasonable attempt to extend the regulatory power of 
the Federal Government into the last hideouts occupied by the emaciated powers 
of the States, without regard to the resulting burden on local business. We 
believe that the Federal Government should not further preempt local regulatory 
authority in any case where there is not a compelling reason for such action. 

Respectfully submitted. 

Rosert BE. LEE HAtt, 
General Counsel. 
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Mr. A. Reeis Kettey. A statement of New Jersey Motor Bus Asso- 
ciation referred by Congressmen Peter Frelinghuysen, Jr., and Frank 
Thompson, Jr. 

(The statement is as follows:) 


NEW JERSEY Moror Bus ASSOCIATION, INC., 
Jersey City, N. J.. March 19, 1957. 
Re: Fair Labor Standards Act. 


Hon. PETER FRELINGHUYSEN, JR., 
House Office Building, 
Washington, D. C. 


DEAR CONGRESSMAN: A number of bills are presently in the House Committee 
on Education and Labor which propose to eliminate 2 provisions exempting lo- 
cal (interstate) motorbus common carriers from the wage and hour provisions 
of the Fair Labor Standards Act. The principal bill is H. R. 4575, a companion 
bill to S. 1267. 

The provisions in question are clause (9) of subsection (a) of section 13 and 
clause (1) of subsection (b) of section 13. The exemptions have been in the 
act since it became law in 1938. 

We are opposed to the elimination of the exemption from the payment of time 
and a half the regular rate of pay after 40 hours per week. The elimination 
will result in considerable expense which will have to be borne by the riding 
public. 

The job of the New Jersey local bus carriers is transporting passengers be 
tween Jersey urban and suburban areas and New York City and between points 
in the Delaware River area and Philadelphia. 

The employees receive wages fixed by collective bargaining between manage 
ment and labor and set forth in contracts made with the following unions: 
Transport Workers Union, C. I. O., Brotherhood of Railroad Trainmen, and the 
Amalgamated Association of Electric Railway and Street Car Operators of 
America, A. F. L. The base pay of drivers ranges from $2.10 to $2.19 per hour 
for workweeks extending to 48 hours; time and a half thereafter. The ma- 
jority of the agreements, however, provide for time and a half after 40 hours 
This is for driving the regular line runs 

For driving buses engaged in charter movements, a different pattern prevails 


t 

The hourly pay ranges from $1.80 to $2.15 per hour. This type of work is ex- 
tremely attractive to the drive No fares are collected; no passengers picked 
up or discharged en route; and a large part of his time is idling time at the 
place of destination. The operator is not specially employed for this type of 
work. He is the regular line man who is given the opportunity to augment the 
earnings from his regular line driving For this he receives hourly pay on a 
straight-time basis 

The impact of a requirement that time and a half be paid on all hours in a 
week after 40 will shoot the price of charter trips so high that the business will 
zo to the intrastate bus lines not subject to the Federal Wage and Hour Act 
For example, the pay for a charter movement to Asbury Park (at $1.80 per hour) 
amounts to $21.80. A 50 percent increase will bring it to $32.40. The S60 tariff 
would have to be increased to at least S70 as the carrier cannot afford to ab- 
sorb the differential. Result, the business will go to a competitor not subject 
to the compulsory increase in wages 

Labor representatives recognize that the revenue from charter movements, a 
source of income on weekends when the buses are not needed for line use, is a 
most important factor in the maintenance of the financial stability of these lo 
eal carriers. Hence rates of pay for charter driving are considerably influenced 


by the competition existing between the various carriers seeking the business 
A legislative fiat resulting in a loss of this revenue would compel the carriers 
to seek higher fares from the line passengers in order to avoid any upset of the 
wage standards established for line driving Whether the line riders would 
submit to the increase is always problematical. It is common knowledge that 
every time a fare increase is imposed the number of passengers carried di 
minishes 

There is no need for Congress to tamper with the wage agreements presently 
in effect in the bus industry, agreements negotiated in the cold light of actual 
operating experience. 
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Attached hereto is a short memorandum illustrating the wage seales in effect 
in the territory. 

Will you be good enough to submit a copy of this letter and the attached 
memorandum to the committee? 

We urge you to personally support our position. 

Sincerely yours, 
Rosert B, DECAMP, 
President, New Jersey Motor Bus Association. 


WAGE ScALES OF LocaL (INTERSTATE) Bus LINES IN NEW JERSEY 


G. R. Wood Ine., of Pitman, N. J., serving the Delaware River area and 
Philadelphia. 
Line rate: $2 per. hour with time and a half after 8 hours; time and a half 
after 40-hours a week. 
Charter rate: $2 an hour straight time for the first 10 hours, then 3 free 
hours, and pay thereafter. 
Line revenue: About $350,000 per annum. 
Charter revenue: About $35,000 per annum. 
Union: Amalgamated Association of Electric Railway and Street Car Operators 
of America, AFL, 
De Camp Bus Lines Inc., of Clifton, N. J., serving Essex, Passaic, and Bergen 
Counties, N. J., and New York City. 
Line rate: $2.19 per hour; time and a half after 40 hours a week. 
Charter rate: $1.90 an hour straight time for the first 8 hours, next 2 hours 
at time and a half, next 3 hours free time; after that straight time. 
Line revenue: About $2,025,000 per annum. 
Charter revenue: About $200,000 per annum. 
Union: Amalgamated"Asseeiation of Electric Railway and Street Car Operators 
of America, AFL. 
Somerset Bus Co., Inc., of Mountainside, N. J., serving Somerset, Union, and 
Essex Counties, N. J., and New York City. 
Line rate: $2.15 per hour; time and a half after 8 hours per day; time and a 
haif after 40 hours per week. 
Charter rate: Straight time at $2.15 per hour. 
Line revenue: About $1,700,000 per annum. 
Charter revenue: About $100,000 per annum. 
Union: Amalgamated Association of Electric Railway and Street Car Operators 
of America, AFL. 
Manhattan Transit Co., of East Paterson, N. J., serving Bergen, Passaic, and 
Hudson Counties, N. J., and New York City. 
Line rate: $2.10 per hour, time and a half after 8 hours; time and a half after 
40 hours per week. 
Charter rate : $1.80 per hour, straight time always. 
Line revenue : About $900,000 per annum. 
Charter revenue: About $600,000 per annum. 
Union: Transport Workers Union, CIO. 
Westwood Transportation Lines, Inc., of Litthe Ferry, N. J., serving Bergen and 
Hudson Counties, N. J., and New York City. 
Line rate: $2.10 per hour, time and a half after 8 hours; time and a half 
after 40 hours per week. 
Charter rate: $1.80 per hour, straight time always, 
Line revenue : About $590,000 per annum. 
Charter revenue: About $390,000 per annum. 
Union: Transport Workers Union, CLO. 
Orange and Black Bus Lines, Inc., of Fairview, N. J., serving Bergen and Hudson 
Counties, N. J., and New York City. 
Line rate: $2.10 per hour, time and a half after 8 hours per day and 48 hours 
per week. 
Charter rate : $1.80 per hour straight time. 
Line revenue : About $935,000 per annum. 
Charter revenue: About $350,000 per annum. 
Union: Transport Workers Union, CIO. 
Inter-City Transportation Co., Inc., of Paterson, N. J., serving Passaic, Bergen, 
and Hudson Counties, N. J., and New York City. 
Line rate: $2.10 per hour; time and a half after 84% hours per day; time and 
a half after 41144 hours per week. 
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Charter rate: $2.10 an hour straight time for the first 13 hours; time and half 
thereafter. 

Line revenue: About $2,000,000 per annum. 

Charter revenue: About $100,000 per annum. 

Union: Brotherhood of Railroad Trainmen. 


Mr. A. Reoets Keniry. A letter of Glenn G. Summers, Nashville 
Milk Producers, Inc., referred by Representative J. Carlton Loser. 
(The document is as follows :) 


NASHVILLE MILK PROpUCERS, INC., 
Nashville, Tenn., March 25, 1957. 
Hon. J. CARLTON LOSER, 
House Office Building, 
Washington, D.C. 


DEAR Sire: I understand the House Committee on Education and Labor is 
considering a great many amendments to the Fair Labor Standards Act. There 
are three proposed amendments affecting farmers and their cooperatives that 
should not be adopted. Three provisions that should be retained are (1) the 
present exemption from overtime pay provisions of the act in the case of the 
first processing of some agricultural commodities, including milk, milk powder, 
whey, skim milk and cream into dairy products, (2) the present exemption from 
the minimum wage rate and overtime provisions in case of employees in the ares 
of production who are engaged in certain operations, including the making of 
cheese, butter, and other dairy products, and (3) the present exemption in the 
case of employees engaged in agriculture. 

The first two of these provisions are necessary and fair in order that farmers 
and their cooperatives might not be handicapped. I understand there is a move 
to modify the present agricultural exemption to provide that any farmer having 
more than 400 man-days in a calendar quarter would be covered. I am sure the 
number of employees that would be covered by changing these three present 
exemptions would be small. However, the effect would cause a lot of ill-will 
and, furthermore, would increase the margin between what the farmer gets for 
his milk and other farm products and what the consumer would pay. Certainly, 
the relationship between the cost of farming and what the farmer gets for his 
product should be narrowed rather than widened. 

If you have a chance I would appreciate you talking to some of the members 
of this committee and pointing out that the present three exemptions that deal 
with farmers and their farm organizations should be retained. 

With best wishes, I am, 

Very truly yours, 
GLENN G. SuMMERS, Secretary-Manager. 


Mr. A. Reots Kerry. A letter of Don F. Gibbs, Manager, Red- 
woods Telephone Company, Cave Junction, Oreg., referred by Repre- 
sentative Charles O. Porter. 

(The document is as follows:) 


ReEDWoops TELEPHONE Co., Cave Junction, Oreg. 
SERVICE TELEPHONE Co., Kerby, Oreg. 
March 21, #957. 
The Honorable CHARLES O. PORTER, 
House of Representatives, 
Washington, D.C. 

DEAR MR. PorTER: We were pleased to receive your March 7 letter regarding 
proposed amendment to the Fair Labor Standards Act of 1938, and wish to thank 
you for forwarding copies of H. R. 2879 and Mr. Kelley’s proposed bill. 

Our two telephone companies, both of which are corporations in the State of 
Oregon, are very small business units. Service Telephone Co., with 241 tele- 
phones, serves some 200 square miles in the Applegate Valley, south of Grants 
Pass. It is a 100 percent rural operation, serving no incorporated town. The 
majority of subscribers are small-farm operators with limited incomes; many of 
them supplement their incomes with part-time logging or other outside work. 

Because of the geography of the area and the lack of subscriber concentration, 
it is necessary to maintain two switchboards—an automatic dial board at Provolt 
and a manual switchboard at Murphy. Even when the Murphy area has been 
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converted to modern dial service, it will be necessary for several years to retain 
the manual switchboard to switch toll traffic. An expenditure of more than the 
present total plant in service would be required to completely mechanize this 
rural telephone operation. 

Redwoods Telephone Co. has 615 telephones in service (575 subscribers and 40 
extension phones) and serves nearly 200 square miles in the Illinois Valley. 
Exchanges at O’Brien and Selma are dial, and Cave Junction is manual, The 
Cave Junction switchboard has two positions with two operators on duty during 
the busy hours, and one at other times. Toll traffic from O’Brien and Selma is 
switched at Cave Junction, which is an incorporated town with 254 residents. 
The balance of the area is rural and most of our subscribers are small-farm 
operators or “gype” loggers, or both. It is a very seasonable employment area 
and during the winter months, a large percentage of our people live mostly on 
unemployment compensation payments. 

From the foregoing description you will readily understand that in both service 
areas “the sidewalks are rolled up at night.’”’ There are no stores open; there is 
no business being conducted, the people are asleep; and there are practically no 
telephone calls made after 10 p. m. Our night operator, therefore, goes to bed. 
We offer 24-hour service and if there is a call, our operator is awakened by the 
night alarm. She switches the call and retires again. Sometimes we have an 
automobile accident or a fire or a bad storm or the doctor is needed to deliver 
a baby. (Babies nearly always arrive at night.) On these occasions the 
operator may switch 2 or 3 calls or even 10 or 12. Quite often, however, the 
operator may have no calls at all for 5 or 6 hours at night. We are, in short, 
rural companies serving rural areas, with procedures designed to satisfy rural 
desires. 

We cannot refuse to switch calls at night, but neither can we hire an operator 
at a minimum wage of $1 per hour for the night hours. If the operator exemption 
for small exchanges is removed and no provision made to exempt small companies, 
we would be expected to adhere to the recent interpretation that “sleeping time is 
working time,” and it is the night-hour working time that would put our companies 
in dire straits. 

Furthermore, if there were no exemptions either as to hours or wages where 
the undivided attention of the dperator is not required, it would be impossible 
for us to maintain the switchboards in the night operator’s living quarters. At 
Service Telephone Co., for instance, the switchboard is in the living room 
conveniently located with respect to the kitchen, the bathroom, and the bedroom. 
Our present operation creates the perfect job for an older woman (in both of 
our companies the night operators are widows over 50 years old) and allows 
her to earn a livelihood doing pleasant work in pleasant surroundings. She fills 
a real need; she locates the doctor when there is sickness; the sheriff when there 
is an emergency; directs the volunteers when there is a fire;—she is the com- 
munity secretary, the time of day, the person to call if you wonder whether 
the school bus will run on a snowy morning. 

Briefly, if the exemptions are removed, we must also remove the operator. 
The law would hurt most the people it was designed to help. We believe this 
applies not only to our companies, but to thousands of other small companies over 
the Nation. To substantiate our beliefs we offer the following figures— 


Redwoods Telephone Co. 


New rate neces- 
Operator Present rate | sary for $1 per 
hour minimum 


A $1. 25 $1. 50 
B 1.15 1. 35 
Cc 90 1.20 
D. 1,75 1. 00 
E 1.05 1. 25 
F 21.05 1.25 


| Learner. 
? Fill in and emergency. 
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Total operator wages paid in January 1957__------------.----------- $811. 38 
Estimated total operator wages per new schedule, January 1957____-~- 1, 225. 40 
NI NI I cicrscssancveiintnienan ninety Madi bibereteaanstresbie 414. 02 
Added liability insurance, social security, industrial accident, unem- 
eoyment compensation (( monthly}... 56 nsec os snnuens- 15. 47 
Tetal differential (monthiy ).................... geriven sudan 429, 49 
Estimated total annual increase__-___- weit Set ee ee ba ees eee 
Ustimated increase in operator expense in percent____-_____~ Rotate 53 
Increase only expressed as percentage of total company operating 
UO LAA i A Swi sl cascada inl ance creda abe. 2G 9.8 


Service Telephone Co. 


Operator Present rate Proposed 
A.. i $. 90 2 $1 
Ss. . ° . 85 l 


1-Plus $70 per month and living quarters for night work 
2 Plus living quarters. 


Total operator wages, January 1957__--- ar : -.- $ 183. 73 
Estimated operator wages at $1/minimum every hour af 744. 00 
Estimated monthly increase_____~- bac Gan Silden 5 oa 560. 27 
conan adie mgeiainewemat 6, 723. 24 
Estimated increase in operator expense in “pe rece nt Si ain ek niadotcmmecetie 326 
Increase only expressed as percentage of total company annual revenue 28. 2 
If the increase were passed on to the subscribers : 
Redwoods Telephone Co. present lowest rate__...---_---_---~--- $3. 65 
I cei ae i a a a ar cca . 37 
ee eee ai pais aes 4. 02 
Required new residence multiparty lowe st rate_ ee Faicaewts 4. 40 
i cies Get Ri dimiah aletith ares aden din . 44 
hata als ; ; phals Siteiess 4. 84 
Service Telephone Co. prese nt lowest rate_____- dese 4. 00 
Excise Tax _...- bs cays — ‘ede aie 40) 
Total__- ae ee meshes: Sakiuwion sa isc ; 4. 40 
Required new lowest a ae on — 6. 60 
a a eee tun Jb dnt M2 . 66 
OIRO tiie te reat lk aia tte as ; ’ ; es 7. 26 


A new rate of $4.84 at Redwoods would cause the loss of 10 to 20 percent of 
the subscribers and would increase rates for all subscribers with no improvement 
in service. 

A new rate of $7.26 at Service is ridiculous. We simply would not have either 
any subscribers or any telephone company. 

Our course of action in the event of operator exemption removed would have to 
be as follows: 

(a) Refinance Redwoods Telephone Co. immediately to convert to full auto 
matic with no operators. Lay off 5 regular operators and 1 part-time operator 

(b) Sell Service Telephone Co. to the highest bidder—some large company 
(probably The Pacific Tel. and Tel. Co.—Bell System) and let this area be sub 
sidized by some metropolitan area on a statewide or areawide ratemaking basis 
In any case, lay off 2 operators. 

These are disheartening prospects for us as owners. They are perhaps even 
more serious for our 8 operators. They will be without jobs and without income 
Our subscribers will lose a community service and will pay more—whether it be 
for dial switchboards or unjustified wage increases for operators. 

We believe the removal of exemptions will hurt some multiexchange com 
panies, by adding a new financial burden even though they are large companies 


So 


| 


_ 


t 
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We are even more positive that it will deal a death blow to nearly every very 
small company and will work a severe hardship on the small exchanges of 500 
or so subscribers. 

Please work to prevent the removal of exemptions under the law for small 
telephone exchanges and companies, and please relay our feelings to Mr. Kelley, 
chairman of the Education and Labor Committee. 

Yours very truly, 
Don F. Gisss, Manager. 


Mr. A. Reeis Ketiey. Statement of the Agricultural Producers 
Labor Committee on behalf of the fruit and vegetable producers of 
the States of California and Arizona, referred by Representative 
James B. Utt. 

(The statement is as follows :) 


STATEMENT IN OPPOSITION TO AMENDMENTS TO THE AGRICULTURAL EXEMPTIONS 
IN THE FariR LABOR STANDARDS ACT 


This statement is filed by the Agricultural Producers Labor Committee on 
behalf of the fruit and vegetable producers of the States of California and 
Arizona. This organization represents a great majority of the farmers in these 
States engaged in the production of such commodities. Its representatives are 
thoroughly familiar with agriculture in its various branches as well as with the 
effect of the provisions of the Fair Labor Standards Act upon the farmers. 

We most strenuously oppose any effort to amend the Fair Labor Standards 
Act so as to make farmers and farmer-cooperatives subject to the act beyond 
the scope of the provisions of the present act. We urge that the present definition 
of “agricultural labor’ contained in section 3 (f) of the act be broadened to 
include services performed by farmer-cooperatives in the handling, packing, 
storing, preparing, etc. of fresh fruits and vegetables in their raw or natural 
state. 

The present exemptions from the minimum wage and overtime provisions of the 
act pertaining to agricultural types of labor are contained in sections 13 (a) (6) 
applying to agriculture as defined in section 3 (f); 15 (a) (10) applying to any 
individual employed within the area of production; 7 (b) (8) applying for 14 
workweeks in the aggregate in any calendar year a limited exemption for em 
ployees in an industry found by the Administrator to be of a seasonal nature; 
and 7 (c) applying for 14 workweeks in the aggregate in any calendar year to an 
employer engaged in the first processing or packing of seasonal or fresh fruit or 
vegetables. 

The historical and primary reason that certain types of agricultural labor were 
exempt from the minimum wage and overtime provisions of the act was because 
of the essential differences between industry and agriculture in their relation to 
labor and labor costs and to factors over which agriculture has no control. 

The conditions inindustry are more readily subject to regulation by manage 
ment. Demand for products of industry can be predicted with some degree of 
accuracy, prices can be set within rather narrow limits, and weather is of rela 
tively small importance, Conditions found in agriculture make it practically 
impossible to establish regular routines and procedures for regular hours of 
work and/or shortened workweeks. Fruit and vegetables have a way of growing, 
ripening, and spoiling in spite of the edicts of man. 

Another important factor was and is the economic condition of agriculture 
arising from inability of farmers as a whole to control production, regulate inven 
tories, or prevent surplusage. 

Farmers have experienced decreasing prices for their products and are subject 
to ever rising costs for the implements and other things which the farmer must 
use. Convincing statistics prepared by the Agriculture Department have shown 
that the farmer’s profit has shrunk to the vanishing point. Various plans for the 
correction of the problem of surplusage and to increase the prices the farmet 
receives have been enacted by Congress. AJ] farmers hope that these plans will 
succeed. 

However, even if such plans do succeed, the benefit thereof will be lost if 
the farmers’ costs are also increased. Any attempt to increase wages and labor 
costs farmers must pay will increase the farmers’ costs and decrease his profit, 
if any. The farmer cannot pass on his increased costs in the form of increased 
prices. Moreover, in the present evolution of packing and processing of agricul- 
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tural products for market, more and more of such work is being performed by 
the farmer himself or farmer-cooperatives doing this work for a group of farmers. 
Only in this manner may the farmer reduce his costs and eliminate the uneco- 
nomic method of marketing his products through middlemen. 

In addition to the economic factors which the farmer must face are those of 
weather, pests, and other vagaries of nature. In planting and producing a‘¢crop 
the farmer must work when his ground is in proper shape, must irrigate, 
cultivate, spray, prune, and otherwise care for his crop as the conditions of the 
soil and nature dictate, must fertilize at the proper time, must continually fight 
invading pests, too numerous to mention, and must harvest when the product 
is at the proper state, hoping that this can be done before the crop is spoiled 
by the rain, eaten by the bugs, or baked by the sun. 

It is quite evident from just a cursory review of these conditions that any effort 
to standardize hours and working conditions in this type of operation would 
be disastrous. 

The type of labor found on the farm and in the establishments where farm 
products are cleaned and packed is usually unskilled. Workers who are skilled, 
or who desire to learn skills may easily obtain higher paid positions as witness 
the pages of advertisements for employment in the newspapers of the United 
States. 

These unskilled workers, most of whom do not desire work at skilled jobs, 
are being paid wages equivalent to or in excess of their skills and the type of 
job they perform. To set their wages at artificially high limits would not benefit 
such workers in the long run. The farmer, where able, would have to rely upon 
more and more mechanism and there would be a consequent decrease in the 
types of jobs available to unskilled workers. 

Agricultural work does not present conditions which attract the type of worker 
that can adapt himself to more efficient methods, and an increased wage will not 
change this situation. These workers remain in agricultural types of work be- 
cause they like the less complicated life found on the farm or in the packinghouses 
which handle farm products. 

The announced intentions of Congress are to protect the small farmer and to 
retain this basic element of the economic health of the United States. An ex- 
tension of the minimum wage and overtime provisions to additional segments 
of agriculture would be particularly disastrous to the small farmer. The small 
farmer is unable to effectively use mechanization to reduce his costs—rather, 
he must rely on his own and hired labor. To set artificially high wages could 
result only in the disappearance of the small farm and in decreasing the chances 
of young people entering into the farming business, 

The small and medium-sized farms have necessitated the forming of coop- 
eratives to efficiently pack and market fruits and vegetables. In California 
and Arizona these cooperatives are relatively smal lorganizations formed by 
farmers for harvesting, cleaning, packing, and marketing the produce of these 
farmers. The officers and directors of these cooperatives are the farmers them- 
selves. Often the wives and older children of the farmers will be the ones who 
work in the packinghouse. These cooperatives are doing work which is es- 
sentially farm work—there is no change in the agricultural product which has 
been produced by the farmer. 

Moreover, these cooperatives have the same essential problems as do the farm- 
ers. The crop grows and ripens and must be moved into the channels of com- 
merce. The cooperative must handle, wash, prepare, and package the agricul- 
tural product as it becomes ready for market. This work cannot be scheduled 
over an 8-hour day or a 40-hour week. To apply the minimum wage and over- 
time provisions of the Fair Labor Standards Act to this type of operation is 
to overlook the economic conditions of this type of operation. It is not an in- 
dustry which can control and budget—it is doing the essential work for the 
farmer (and in reality by the farmer) of preparing his produce for market. 
These cooperatives should be included within the definition of agriculture as 
de‘ ned by section 3 (f) of the act. 

Moreover, the section 13 (a) (10) exemption from the minimum wage and 
overtime provisions of the act has by administrative interpretation become 
virtually meaningless. The “area of production” has been defined so narrowly 
as to include only a very few possible operations. It is doubtful if the definition 
was justified when originally proposed, but it is obviously unrealistic at this 
time. The rate of growth of the population of the United States and the ex- 
pansion of that population into the suburban areas necessitates an immediate 
redetermination of the definition of the “area of production.” Moreover, the 
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definition overlooks the obvious method of the operation of farmers and farmer- 
cooperatives. An agricultural product after production must be brought to an 
area where there are adequate transportation facilities and where there are 
persons who can work at the tasks of packaging the product for market or for 
delivery to wholesalers. sy so doing, however, the unworkable definition of 
the “area of production” does not include the operation. This is not what 
Congress originally intended, and Congress should itself define realistic defini- 
tions of the “area of production.” 

This statement reflects in a general way the overwhelming opinion of persons 
engaged in agriculture in California and Arizona. We request that this matter 
be investigated thoroughly. For this purpose we shall be pleased to submit 
any further information which may be requested. We further request leave 
to submit additional information and arguments in relation to the consideration 
of any specific legislation. 


Mr. A. Reais Keuuiey. A statement of the Minnesota Timber Pro- 
ducers Association, Duluth, Minn. 
(The statement is as follows:) 


STATEMENT OF MINNESOTA TIMBER PRODUCERS ASSOCIATION 
Duluth, Minn. 


REFERENCE TO EXEMPTIONS AND AMENDMENTS TO THE FAIR LABOR STANDARDS ACT 


The Timber Producers Association at its last two annual meetings, voted 
unanimously to submit the following outline of reasons explaining why they 
strongly urge Congress to— 

(1) Retain the 12-man exemption under the Fair Labor Standards Act 

(2) Retain the seasonal exemption 

(3) Urge the clarification of the definition of “employee.” 


TI. 12-MAN EXEMPTION 


A. Original purpose of 1949 FLSA Amendment 

1. To allow for radical changes in methods of logging and forestry operations 
between 1938 and 1949 resulting in many small operations and a reduction in 
large camps. Some of the factors causing the change are: 

(a) Use of improved light logging machinery, power saws, tractors, etc. 

(b) Improved roads and more access to timber. 

(c) Large operations are becoming confined to the very few remote tracts 
of old-growth timber. 

(d) Many small maturing patches of second-growth timber in populated 
rural areas. 

(e) Beginning of part-time logging created by World War II for forest 
products. 

2. To facilitate continuation of small logging operations. 

(a) To eliminate involved record keeping procedures required of loggers 
whose goods move in interstate commerce. 

(b) To enable small loggers to compete on par with other businesses not 
engaged in interstate commerce. 

(c) To enable farmers buying standing timber on public lands to operate 
under the same procedures as used in their agricultural pursuits. 

(d) To enable settlers, lacking in formal education, to conduct a small 
logging business as legally exempt from the need of costly accounting and 
legal counsel. 

3. To stimulate improved forest utilization. 

(a) To remove selected maturing trees in second-growth stands which 
can best be done by small operations. 

(b) To enable Federal, State and county timber managing agencies to 
get timber stands improved by thinning through timber sales to small 
operators, 

(ec) To permit the salvage of small patches of dead and/or diseased 
timber. 

B. Performance under 1949 amendment 
1. Effect on larger logging operations and wood industries : 

(a) Has relieved large operators of obligations to publie agencies to cut 

small tracts of timber for which they are not equipped. 








728 FAIR LABOR STANDARDS ACT 


2. Effect on wages in the industry : 

(a) Wages paid by large and small operators have not lowered because 
of the 1949 amendment, but have risen considerably throughout the entire 
region. 

3. Effect on small operators : 

(a) Has provided part-time labor employment for seasonal agricultural 
and construction workers. 

(0b) Has established regular and more steady markets for farmer and 
small operator produced timber products. 

4. Effect on industries: 

(a) Has provided a steady and broad source of raw materials supply for 
large and small wood-using industry. 

(b) Has provided stability to small northern communities by preventing 
migration of wood-using plants to other regions. 

5. Effect on communities : 

(a) Has assisted in reducing welfare and relief load by development of 
more steady employment which also affects the ability of these communities 
to pay for more of their own school needs and other governmental services. 
Effect on public timbered land: 

(a) Has permitted much salvage of windblown, bug-killed, and fire-killed 
timber. 

(6) Has improved utilization of timber stands in the area. 


6. 


C. Need for continuation of exemption 


1. Retain the small logger on a par with the farmer. 

2. Be consistent with the Federal policy of assistance to small business 

3. Stabilize rural communities without the need for paying subsidies. 

4. Provide for better forest utilization on private and public lands. 

5. To excuse small operators from involved recordkeeping which would re 


quire costly services of accounts for relatively small production and jeopardizing 
their position in the markets. 


II. SEASONAL EXEMPTION UNDER FAIR LABOR STANDARDS ACT 


A. Original purpose for establishing the exemption in 1939 
1. For sap-peeling season : 

(a) Congress recognized that the timber industry is seasonal and affected 
by weather. 

(1) Limited season of operation—May to August (weather the deter 
mining factor). 

(2) Provide for more nearly year-round employment. Most forest 
products cut during growing season (sap-peeling season) are not 
marketable later unless peeled because decay sets in rapidly. Without 
sap-peeling season, the logging season would be limited to fall and 
winter as in former years. 

2. For winter hauling season : 

(a) Limited season: Late December to approximately March 15. Cross 
ing swamps, lakes, and rivers a customary hazard which requires extremely 
cold weather. 

(6) Lack of all-weather public roads in forested area; also, public high 
ways restricted during spring months by the highway department 

B. Performance under the exemption 

1. Sap-peeling season: Increased volume of peeled wood produced. Has pro 
vided longer season of employment and therefore more stable operations. 

2. Transportation: Exemption has aided movement of wood to market thereby 
reducing financial hardships and eliminating highway violations for overloading 
during period of spring restrictions. 


III. CLARIFICATION OF DEFINITION OF “EMPLOYEE” 


(a) Conform with definitions in other Federal acts. 

(b) “Maintain independent status for small-business timber operators. 

Mr. A. Reeis Ketiry. A statement of the United Fresh Fruit & 
Vegetable Association. 

(The statement is as follows:) 


"h 
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STATEMENT OF BENJAMIN WERNE, COUNSEL, UNITED FresH FRUIT & VEGE- 
TABLE ASSOCIATION 


My name is Benjamin Werne. I am appearing here as counsel for the United 
Fresh Fruit & Vegetable Association, a nonprofit,’ nonmarketing nationwide 
association of growers, shippers, and wholesale distributors of fresh fruits and 
vegetables. The headquarters of the association are at 777 14th Street NW., 
Washington, D. C. 

My purpose in appearing at these hearings is primarily twofold: first, to 
urge—yes, to plead—that the exemptions for agricultural labor written into the 
original Fair Labor Standards Act be continued; second, to suggest that Con- 
gress dissipate the dismaying fog of uncertainty and confusion that has attended 
some of the “interpretations” and “definitions” issued by the various adminis- 
trators of the act in their attempts to translate legislative intent into practical 
working rules. 


NOTHING HAS TRANSPIRED IN THE YEARS SINCE THE ENACTMENT OF THIS MAJOR 
PIECE OF SOCIAL LEGISLATION TO WARRANT ANY CHANGE IN THE AGRICULTURAL 
EXEMPTIONS 


The old arguments are still persuasive. Social legislation, as you are well 
aware, represents a delicate balancing of equities. You must face this question : 
Are employees in agriculture placed at such a disadvantage with respect to those 
in regulated industries that the risk of disrupting our entire farm economy 
must be taken? Is their situation such that farm costs must be pushed skyward, 
with the inevitable “chain reaction” effect on farmers, wholesalers, processors, 
marketing groups, and, inevitably, the consumer? 

There were very good reasons why the agricultural exemptions in their varied 
forms were provided in the Fair Labor Standards Act. If wage-hour provisions 
are applied to agricultural operations closely related to the farmers, can the 
farmer escape without being penalized? Increased costs of packing, processing, 
and preparing commodities for market, especially in rural areas, must result 
in reducing the price return to the farmers. That was the most important rea- 
son of the exemptions, coupled with the difficulty of applying hourly limitations 
to the processing and handling of seasonal and perishable items. 


1. Operations marked by uncertainty 


Let me review once more the factors which set farming apart from manufac- 
turing. One word can blanket the entire range of arguments which you have 


heard and will hear again and again. That word is “uncertainty”—uncertainty 
is to production needs, as to sources of labor, as to time needed for harvesting 
crops, as to marketability, as to transportation, as to sales, as to costs. The 


net effect is to make agricultural labor vastly different from the employees of 
industry 

To understand this difference, consider the time factor, the kind of labor, 
and the hazards involved in producing a crop from the point of seeding to actual 
transportation to market. 

We are not engaged in making machines where a plant is built, equipped, 
supplies readily obtained and a weekly output assured to meet a known and 
developed market. This is not coal or bricks. The grower must contend with 
the elements, spray and protect the crop, regardless of hours, and then fight 
wind and frost and drought and rain and pests to harvest it. 

We are handling a perishable, which after all has been done, may or may not 
sell for the costs in it—but it must be sold for what it will bring and sold with 
speed to avoid deterioration. For example, a peach crop is unifit to pick today, 
ready tomorrow, and, if a rain comes, may be on the ground and worthless the 
day after, completely destroyed. The financial return to the grower, for per- 
haps 5 years’ investment of capital and labor in bringing the trees into produc- 
tion, rests entirely on getting the crop harvested, packed, marketed, and trans- 
ported on time—and that time is short. The labor supply at country points 
may be scant and the price the grower receives in return for his labor is not high. 

Take the case of an apple crop. The Baldwin variety in New York bears 
a crop every 2 years under good conditions, not allowing for any loss of crop 
due to a freeze or some other factor. A grower has a chance to harvest and 
make 15 sales from a tree in a bearing life of 39 years. The tree may take 5 to 
8 additional years to come into bearing before any crop is obtained. 
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2. Hand labor and long hours are essential 


Hand labor is essential for fruit and vegetable production and handling. 
Apples, pears, citrus fruits, and berries bruise easily and may be ruined if 
roughly handled. This is also true of vegetables to a degree, especially when 
processing and packing them for market. No sutiable machine has been de- 
veloped to do the job. A large amount of manual labor is also essential because 
the time in which a crop is fit for harvest is limited. The critical time for 
packing peaches and other soft fruit may be 1, 2, or 3 days. If the number of 
people available is limited, and the time in which to gather the crop is short, the 
only way out is to work as many hours as may be needed to save the food 

The growing, harvesting, and preparation of fruits and vegetables is also 
necessarily a long-hours industry, for employers as well as employees. These 
commodities must be harvested, shipped, sold, and consumed when they are 
ripe. Nature controls the ripening. It is not something that can be arranged 
for the convenience of the people involved. Starting with Florida products in 
the winter, the growing and marketing season advances north and west. At one 
season the rush is in Florida for the vegetables. Georgia peaches or watermelons 
are the reason for another period of intense activity. Peaks follow one upon the 
other, often overlapping. This accounts, too, for the continuing problem of 
shortage of labor at the right place at the right time. Finally, there is heavy 
local production in the Northern States. The wholesale distributor must take 
care of supplies when they arrive, which is every hour of the day and night. 
These products must be harvested when they are ready, not when you are 
ready. Long hours just cannot be avoided under these circumstances The 
industry could not remain solvent on the basis of the 40-hour week plus over- 
time that prevails in manufacturing. 

Turn for a moment to the problems of potato growers and shed operators 
Because of lack of storage space, growers haul their potatoes in directly from 
the fields to the sheds. Long hours are worked to get the crop in. During the 
time of heavy movement, sheds may be open often in excess of 12 hours per 
day. It is a matter of extreme importance to growers to utilize every available 
hour of good weather to get their potatoes out of the ground and haul them to 
the sheds so as to protect them from the hazards of rainy weather and other 
factors that may result in damage. Hours at the sheds have, therefore, been 
adjusted to meet these requirements. 

The manager of such a shed is located in some instances several miles from 
the head office. There is no method by which he can be supervised and his actual 
hours determined. He exercises his own discretion as to when he should open 
and close. If a customer comes, he takes care of him. He is interested in the 
success of his operation and wants to be in position to take in every load that 
is tendered by his customers. The business is highly competitive, so he is just 
as willing to take a load at 7 o’clock in the evening as in the middle of the day 
It is very important that he does not keep hours in the industrial sense or try to 
adhere to a rigid schedule for opening and closing. It is apparent that his situa 
tion is entirely different from that of an industrial employee who works 
plant and is busy during a set working period at a machine or bench 
3. Costs cannot be passed on 

Some people accept the fact that the costs of growing a crop—spraying, fertiliz 
ing, tillage—must be paid for by the grower. It is difficult to make them under- 
stand that the crop has no value on the farm and that the only chance for the 
grower to get a return depends on his ability to find a market and a price at 
that market in excess of the cost of growing and preparing the crop and placing 
it at the market for sale. 

All of the costs and charges of packing, packaging, washing, grading, conserva 
tion, putting the commodities on board some transportation agency for shipment 
to market, come squarely out of the pocket of the grower. They cannot be passed 
on tothe consumer. This is axiomatic. 

It is practically impossible to measure costs and plan sales as can be done in 
industry, where costs are largely fixed and the markets fairly planned. The un- 
certainty of intake is another headache. The growers’ returns may not be known 
until the end of the season, after all sales are made. Agriculture would not be 
in its present plight if that were not the situation. The farmer has had to pay 
rising prices while his return was declining. Perishable products have to be 
sold for what they wil bring. If it were otherwise, some perishables would not be 
sold in markets year after year at barely enough to pay freight charges Anyone 
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who is interested in handling these commodities is quite familiar with the situa- 
tion. 


4. Spiraling costs are a threat 


Along with the attack on the exemptions must be considered the proposals for 
increasing the minimum wage. As we have noted, farm costs are now on an up- 
ward swing. To threaten the farmer with still further cost increases by catch- 
ing him up in a spiraling wage curve would be to threaten the entire farm econ- 
omy. The minimum goes up to $1 now, to $1.25 or $1.50 in a year, and so on. 
Where do we stop? An increase in the statutory minimum would not be restricted 
to a simple increase in minimum wages, as you gentlemen well know. 

When you increase the wage paid to the most inexperienced, least skilled and 
comparatively least productive class of workers, there is bound to be a demand 
for corresponding increases by more experienced, more productive, and more 
skilled workers. By reason of that very experience and skill, the demand—and 
rightly so—that a premium above the rates paid to the unskilled be maintained. 
Thus, the process of boosting wages spirals up through the entire range of em- 
ployees, not stopping at those who are not directly affected by the law. 

Such a general increase results in higher costs of production. Where these can 
be passed along to the consumer, that is done—with the prospect of a new infla- 
tionary push to the already-high cost of living. Where the cost increases cannot 
be passed along, as we have seen is often the case with farmers and other agri- 
cultural employers, the effect is to depress living standards. One segment of the 
economy benefits, in the short run at least, only at the expense of another seg- 
ment. Eventually, we all go down together. 

Even though the exemptions are unchanged, do not forget that farmers com- 
pete with industry in obtaining labor. If minimum wage rates, particularly in 
industries closely related to agriculture or in the areas of agricultural produc- 
tion, are steadily increased, many farmers are inevitably forced to pay higher 
rates to farm labor. Farm prices and labor costs are thrown out of balance. 

sut when farm prices go up, there is no guaranty in a free market that the higher 
prices will be paid. 

The grower of perishable fruits and vegetables, like the rest of our farmers, is 
caught in a cost-price squeeze. Costs are already too high. Desirable as are the 
social and other advantages that might accrue to some individuals if the exemp- 
tions for agricultural laborers were obliterated or watered down, the effect on 
farm and food costs would be devastating. Agriculture is an essential minority 
in the United States. It is a mark of statesmanship for the majority to safe- 
guard the well-being of that minority. 


rHiE LAW LEAVES SO MANY PROBLEMS TO BE RESOLVED BY THE ADMINISTRATOR THAT 
AN MPLOYER CAN GET NO CLUE AS TO HIS STANDING UNDER THE STATUTE SIMPLY 
BY READING THE ACT ITSELI 


Much difficulty has arisen because of the unusual powers granted to the Ad 
ministrator. Many of them are legislative in character. The law should be so 
framed that coverage can be clearly ascertained from its terms and the exemp- 
tions should be set forth in the act without leaving it to the Administrator to 
create exemptions by definition. 


Artificial distinctions created 


In administration of the act, it seems clear that every effort has been made to 
extend coverage to every possible individual by hairline distinction and strained 
construction of the language. Ridiculous and artificial distinctions have been 
made; words have been defined contrary to the usual and customary sense in 
which they have been understood in the industry involved. Some of the em- 
ployees in an establishment are exempt while others in the same establishment 
are held to be covered. An employee may be exempt 1 week and covered the 
next. The rule is well settled, according to the courts, that an exemption cannot 
be had under the act unless the employee’s entire workweek is spent in the ex- 
empted activity. “In other words,” as one district court noted in Wyatt v. Holt- 
ville Alfalfa Mills, and the cases cited therein, “if, during any workweek, an 
employee performs work some of which is exempt under the section and some 
of which is not exempt, the exemption does not apply to him during such a work- 
week.” Similarly, a business may be classed as retail 1 day and wholesale the 
next. 
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6. “Area of production” definition discriminatory 


Very much in point is the matter of defining the “area of production.” Do you 
realize that more than 17 years passed before there was a valid definition of 
that phrase, acceptable to the courts? 

When the original act was being drafted, there was almost unanimous agree- 
ment in both houses of congress that agricultural labor should be exempt from 
the law’s provisions. One Senator wanted an exemption for the small apple- 
growers of his State; another sought to protect small tobacco growers and ware- 
housemen. Section 13 (a) was evolved to meet all these demands, granting an 
exemption under the area of production concept. 

Overtime and minimum-wage exemptions are provided in section 13 (a) (10) 
for employees engaged within the “area of production” in (1) handling, packing, 
storing, ginning, compressing pasteurizing, drying, preparing in their raw or 
natural state, or canning of agricultural or horticultural commodities for mar- 
ket; or (2) making cheese or butter or other dairy products. Authority to define 
this phrase, for the purpose of this section and also the limited exemption in 
section 7 (c), lies with the Administrator. 

In 1944, the first definition, based on the number of employees in an establish- 
ment, was declared invalid by the United States Supreme Court (Addison vy. 
Holly Hill Fruit Products). Considering the legislative history of the act, the 
Court noted that employment in agriculture was meant to be the most far- 
reaching exemption in the act, and closely related to it was the area of production 
exemption covering workers engaged in processes for the marketing of agricul- 
tural products doing their work in close proximity to the sources of the products. 
A new definition was required by the Court. Two and one-half years passed 
before a new definition was even issued. Being deprived by the decision of 
the Supreme Court of the use of the number of employees in the plant as a factor 
in a definition of area of production, the matter of writing the definition turned 
out to be a difficult one. By using the number of employees as criterion for the 
exemption, the Administrator was able to exempt the smaller plants thus carry 
out What he considered to be the intention of Congress in the original act. After 
the decision of the Supreme Court in the Holly Hill case, he wrote a complicated 
definition, turning on the following questions : 

1. Is the establishment located in the open country or in a rural community? 

2. Was 9) percent of the commodities used during the preceding calendar 
month received from normal rural sources of supply located not more than 
specified airline distances from the establishment ? 

“Open country or rural community” has been defined to exclude towns larger 
than 2,500 population, or areas within stated distances from towns of certain 


sizes. Airline distances that have been set vary from 10 to 50 miles, The texts 
of the definitions are as follows 

Sec, 536.1 Area of production as used in section 7 (c) of the Fair Labor 
Standards Act 

(a) An employer shall be regarded as engaged in the first processing of any 
agricultural or horticultural commodity (other than Puerto Rican leaf tobacco) 


during seasonal operations with the area of production within the meaning of 
section 7 (c) if he is so engaged in an establishment which is located in the open 
country or in a rural community and in which such first processing is performed 
on commodities 95 percent of which comes from normal rural sources of supply 
located not more than the following air line distances from the establishment: 
(1) With respect to grain, soybeans, eggs or tobacco—tifty miles; (2) with respect 
to any other agricultural or horticultural commodities—twenty miles 
(b) For the purposes of this regulation 

(1) Open country or rural community shall not include any city, town or 
urban place of 2,500 or greater population or any area within one air-line 
nile of any city, town, or urban place with a population of 2,500 up to but 
not ineluding 50,000; or three air-line miles of any city, town, or urban 
place with a population of 50,000 up to but not including 500,000; or five air 
line miles of any city with a population of 500,000 or greater according 
to the latest available United States Census. 

(2) The commodities shall be considered to come from normal rural 
sources of supply within the specified distances from the establishment if 
they are received (i) from farms within such specified distances, or (ii) 
from farm assemblers or other establishments through which the com- 
modity customarily moves, which are within such specified distances and 
located in the open country or in rural community, or (iii) from farm 
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assemblers or other establishments not located in the open country or in a 
rural community provided it can be demonstrated that the commodities were 
produced on farms within such specified distances. 

(3) The period for determining whether 95 percent of the agricultural 
or horticultural commodities are received from normal rural sources of 
supply shall be the last preceding calendar month in which operations were 
earried on for two workweeks or more, except that until such time as an 
establishment has operated for such a calendar month the period shall be the 
time during which it has been in operation. 

(4) The percentage of commodities received from normal rural sources 
of supply within the specified distances shall be determined by weight, 
volume, or other physical unit of measure, except that dollar value shall be 
used if different commodities received in the establishment are customarily 
measured in physical units that are not comparable. 

Sec. 536.2. Area of production as used in section 138 (a) (10) of the Fair 
Labor Standards Act. 

(a) An individual shall be regarded as employed in the area of production 
within the meaning of section 18 (a) (10) in handling, packing, storing, ginning, 
compressing, pasteurizing, drying, preparing in their raw or natural state, or 
canning of agricultural or horticultural commodities for market, or in making 
cheese or butter or other dairy products. 

(1) If the establishment where he is employed is located in the open country 
or in a rural community and 95 percent of the commodities on which such op 
erations are performed by the establishment come from normal rural sources of 
supply located not more than the following air-line distances from the establish- 
ment: (1) with respect to the ginning of cotton—ten miles; (ii) with respect to 
operations on fresh fruits and vegetables—fifteen miles; (iii) with respect to 
the storing of cotton and any operations on commodities not otherwise specified 
in this subsection—twenty miles; (iv) with respect to the compressing and com- 
press-warehousing of cotton, and operations on tobacco (other than Puerto Rican 
leaf tobacco), grain, soybeans, poultry, or eggs—fifty miles. 

Then follows in practically the same language the distances and definitions as 
above provided in connection with section 18 (a) (10). 

For more than a year, extensive hearings were held at which interested groups 
were invited to testify before this definition was promulgated. There was re- 
peated and undisputed testimony that any definition based on a population factor 
would be discriminatory, unfair and not based on a sound distinction as recog- 
nized in the act or in the Supreme Court decision. Nevertheless, this factor 
was used. 

This has had many confusing and contradictory and artificial results. An 
establishment (such as a grain elevator) in a town of 2,500 is treated differently 
than one located in a town of 300 although they are in all respects similar as 
to the kind of business transacted, character of employment, wages and hours. 
They may even be in direct competition—and surely are in indirect competition. 

If an operator happens to take in a few truckloads of grain from an area 
beyond 50 miles, then during that time he is under the act. Employees can be 
exempt during one period and not exempt at another time, because the Ad- 
ministrator has held that an exemption can be one had during one week and 
lost the next. 


7. Supreme Court held regulation valid 

When the Supreme Court of the United States had before it the definition by the 
Administrator of “area of production,” with the limiting concept of 2,500 popu 
lation, that Court sustained a definition based on population as a valid regula- 
tion by the standard used in the Holly Hill case. The Supreme Court in both 
cases, namely, the Holly Hill case and the Mitchell v. Budd case, considered the 
problem within the area of constitutional law. In deciding as it had, the Court 
merely sustained the power of the Administrator to promulgate the definition 
within the patern of discretion delegated to the Administrator by an act of 
Congress. This does not mean judicial approval or legislative confirmation cf 
a regulation which, in fact, is unfair and detrimental to the interests of this 
industry. 

At this late stage of constitutional development, it must be accepted as an 
axiom of constitutional law that delegated power is within the realm of con- 
gressional discretion, and, in the absence of capricious exercise of delegated 
power, the area of administrative law is extremely broad. Indeed, the breadth 
of administrative power has led to this criticism. There is in existence, con- 
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sequently, a power being exercised by an agency which is parallel to that of 
Congress. This agency is not subject to the limitations placed upon Congress 
itself by the mechanics of our political system. A statute passed by Congress 
is subject to the indirect referendum of the voter, who can determine the course 
of legislation and express the need for changes in legislation, where necessary, 
through legislative representatives in the House or in the Senate. But an ad- 
ministrative official becomes insulated from the expression of need and opinion in 
our political life. He is able to exercise a large area of power which can 
be arbitrary. 

In both the Holly Hill case and Budd cases, the Supreme Court recognized 
the complicated economic factors that are involved. The Court took cognizance 
that the definitions of “area of production” could not produce equality. The 
Court recognized that variables are numerous and that the desirability of 
formulae was subject to disagreement by experts. The most that the Court could 
say for the established regulations was that “the Administrator fulfills his 
ole when he makes a reasoned definition” and “it is enough for us that the 
expert (meaning the Administrator) stayed within the allowable limits.” We 
maintain that “allowable limits” and ‘a reasoned definition” are not satisfactory 
standards within which to throttle an industry of this magnitude. Constitu 
ind constitutional law are one thing. Economic and social phe- 


tional power 
nomena are another. This industry must not be sacrificed on the altar of juristie 
iffection It is obvicus ,in the analysis of the Administrator which was em- 


died in the opinion of the Supreme Court in the Budd case, that the definition 





area of production is based upon a pattern of industry and a picture of the 





\(merican economy which is outdated, and not contemporary The tindings of the 
Administrator, in arriving at the test of 2.500, recognize the absurdity of at 
tempting to distinguish between “urban-industrial” and “rural-agricultura 

communities on the basis of population. Mind you, in the Budd these 
findings were dated December 18, 1946 I repeat, 1946 What w riteria 
that the Administrator used in connection with fixing this arbitri ot a 
2.500 population “as a class * * (which) are predominantly | is 
igainst places with populations of less than 2,500 as “predominantly agricu 

tural’? These criteria are either ephemeral or based upon a picture of the 
American community which does not exist any more in this year of 1957 rhe 
Administrator states that the definition is one which is tha if a “class.’ 


What precisely does this mean? He states that the 2,500 limit has been the 





official dividing line between “rural” and “urban” employed by the Bu of 
(Census i its studies for over 35 vears before 1046 This dividing line, he states, 
S so accepted and used by the Bureau of Agricult e 1 s, the Federal 
Emergency Relief Administration, the Works Progress Administration, and othe 
Government agencies 

Mark you, the Administrator is basing this arbitrary figure of 2.500 on the 
basis of a picture of American agriculture and industry which has becor 
for a preceding generation and was used for a depression economy) 

There does not seem to be the least glimmer of realism that the face of 1 
American community has changed in the last 10 years. The expansion of the 


eitv through suburbia and the sudden creation of communities throughout the 


length and breadth of this country in the last decade is forgotten There seems 
» her recogniti t all of matters which are common kine lige to every 
ember of this mmittee. The farr 1 of 1946 has become the site of the 
building community of 1957 Che j ited prairie has become the hubbub of 


activity in a modert Levittown community 

Without labori 
ing historical data but horribly distorting the facts of con 
gle the aim of Congress which the 


the point in too great detail, are we not dealing with absorb- 





emporary life? Has 
not the unfortunate result been to stra 
Supreme Court stated in the very case of Mitchell v. Budd was “to exempt em- 
ployees ‘employed in agriculture and thus engaged in agricultural enterprises in 
the area of production’’”? The purpose of Congress was very clear. It was an 
s ide for relief to agriculture. That has been the 


attempt, legislatively, to pro 





legislation passed by the Congress and is the ex 


purpose of a large body of 
pression of the public policy of our Government through the people. 

That purpose is being frustrated and hamstrung by the delegation of power 
to an administrative agency. It is our position that Congress should by legis 
lation fix the standards for determining what is “area of production.” It is the 
responsibility of Congress and the duty of Congress. 
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riik PROBLEMS OF KEEPING THE REQUIRED RECORDS AND COMPUTING REGULAR RATES 
DIFFICULTIES 


OF PAY WOULD PRESENT INSURMOUNTABLE 


very employer must maintain and preserve payroll or other records con- 
and data with respect to each and every employee 
and 40-hour-week overtime provisions apply. 
in the official regulations of the Wage and 


os 
hy 
taining certain information 
to whom the minimum-wage 
Pwelve such items are spelled out 
Hour Division, as follows in part: 
(1) Name in full, and on the same record, the employee's identifying symbol 
r number if such is used in place of name on any time, work, or payroll records. 
2) Home address. 
}) Date of birth if under 19 


#) Oecupation in which employed. 
Time of day and day of week on which the employee’s workweek begins. 
ti 1) Regular hourly rate of pay for any week when overtime is worked 
due under section 7 (a) of the act, (ii) 
> “S40 


excess compensation is 
basis on which wages are paid (such as “90 cents per hour,’ 
, the amount and nature of each payment which, pursuant 


and (iii) 
the “regular rate’ (these records 


hdd ¢ yvertime 
“S7 per day,’ 





t SV ‘ 
ection 7 (d) of the act, is excluded from 
n the form of vouchers or other payment data) 
7H Ss worked each workday and total hours worked each workweek 
f this sectic ‘workday’ shall be any consecutive 24 hours) 
S) Total daily or weekly straight-time earnings or wages; that is, the total 
eal sor iges due for hours worked during the workday or workweek, in 
luding all earnings wages due during any overtime worked, but exclusive of 
‘ xeess compensation 
yvertime excess compensation for the workweek ; that is, the excess 
? ion for overtime worked which amount is over and above all straight 
e ei gs or wages also earned during overtime worked 
1 Tot ndditions to or deductions from wages paid each pay period 
Every employer making additions to or deductions from wages shall also main 
tai idnal employee accounts, a record of the dates, amounts, and nature 
and deductions 





‘ hich make up the total additions 
Total wages paid each pay period 

}” Tata of narment and the pay period eoverer 

and wriften individual contracts 

“supplementary basic 


1 


1 hy payment 
or agreement 


In nddition payroll records 
st he preserved for 8 vears What are referred to > 
least 2 vears. including (1) basie 


must be preserved for a period 
rate tables. (8) worktime schedules, 


em] ent and earnings records, (2) wage 
v < order, shipping, and billing records, and records of additions to or 
dn ns from wages paid 
\re the farmer, the apple grower, the potato planter to be asked to assume 
‘ ‘ nd cost burden of trvine to establish and maintain such records for 
} ng Inbor force? Is it possible and practical for them to do so, with 
the hes vill in the world? To cloud the picture still further, remember that 
e f nie 1 grower make substantial changes from one vear to the next 
I reage, reflected in fluctuating labor requirements Part of the time 
md his emplovees would be covered by he reguiations, part of the 
vould not 
Fan groups often perfo this work, being paid as a unit But some mem 
“ group mav work an he or t >in the morning and the same that 
evening, while others put i 1 full day This system would be impossible if 
r e coverage uncdel ie wage-ho law. necessitating fantasti lly COI 
le nplicated reeords 
rhe ould also have to be records of the kind, amount, and estimated value 
often furnished to farmworkers aside from their money wages 
r camps, food, water ransportation, fuel. These would have to 
)] e with minimum wage p 


determining comy 





evaluated and 

ns, and in fixing a » purposes 
Equity on the farm dictates a piecework basis for payment in most instances 
These rates vary from place to place and from crop to crop, and also f 
) ‘ to whether it is “first picking” or “last picking.” Skill, speed, and 
ambition pay off in higher earnings. What will happen to the farmer’s costs 
when piece rates must be set so that even the slowest and least productive 
worker will be able to earn the specified minimum wage? If piece rates are 
he raised to prohibitive levels, some form of supplemental payment would 


“regular rate” for overtime 
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have to be arranged—a payment that would represent Wages for work lot dorm 
Doesn’t this form of wage guaranty invite the employee to take it easy on the 
job? 

All of these complicating factors, and many others that would take too long 
to recite, provide further evidence of the wisdom of the legislators who drafted 
the original act in providing agricultural exemptions 

For all the reasons that have been explored in this brief presentation, it is 
earnestly recommended that the agricultural exemptions in the Fair Labor 
Standards Act be retained to avoid imperiling the economic position of farme! 
and allied employers. It is further recommended that Conugress take a hand 
to dispel the confusion and discrimination that have attended the administra 
tion of the act 


Mr \ Reais KELLEY \ lettel Ol John i Phomp on, executive 
vice pre sident of the Missouri Chamber of Commerce 
{ Che document IS as tollow S:) 


MiIssouRI STATE CHAMBER OF COMMERCE, 
lefferson City, Mo., March 5, 1 
Hon. AUGUSTINE B. KELLEY, 
Chairman, House Subcommittee on Labor 
House Office Building, 
Washington, D.C 

DEAR CONGRESSMAN KELLEY: We will appreciate it very much if you will file 
this letter in the public record of the hearings currently being conducted on 
extension of Federal wage-hour legislation by the subcommittee of which you 
are chairman. 

The position of the Missouri State Chamber of Commerce on this matter is 
as follows: 

1. States and local communities are in a better position to judge the need for 
this type of legislation than is the Federal Government since the problem varies 
considerably because of different economic conditions in various States and 
localities 

2. Extension of Federal coverage only to so-called larger establishments will 
actually have a more adverse effect on small businesses that are purported to 
be exempt than it will on the larger establishments. This is the case because 
sinall businesses must compete in the same labor market with the larger estab 
lishments and so extension of the Federal provisions to the larger establishments 
would result in the small businesses either having to accept the less desirable 
employees or raising their rates to meet the competition of the larger stores 
In either case small business would be adversely affected 

The above statement is a result of serious and deliberate committee considera 
tion, much research and final recommendation to the board of directors of the 
Missouri State Chamber. The board of directors acted without haste and with 
complete conviction when it approved the committee recommendation concerning 
the extension of Federal wage-hour legislation 

The above statement may be regarded, therefore, as an opinion shared by 
nearly 5,000 members of the Missouri State Chamber of Commerce 

Very sincerely yours, 
JOHN R. THOMPSON 
Evrecutive Vice President 


Mr. A Reais KELLEY. statement ot John HH. Todd, executive vice 
president, National Cotton Compress and Cotton Warehouse 
Association. 

(The statement is as follows:) 


STATEMENT OF JOHN H. Topp, EXECUTIVE VICE PRESIDENT, NATIONAL COTTON 
COMPRESS AND COTTON WAREHOUSE ASSOCIATION 


I am executive vice president and general counsel of the National Cotton 
Compress and Cotton Warehouse Association. That organization is composed 
of the owners and operators of cotton warehouse and compress-warehouse facil 
ities located throughout the cotton-producing States. Our members are public 
cotton warehousemen. That is, they operate as bailers for hire in performing 
all of the storage and physical bale-handling operations (subsequent to ginning) 
required for the marketing of the farmers’ cotton crop 
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. am informed that the subcommittee will consider the testimony received 
mu proposed amendments of the Fair Labor Standards Act by the Labor Com 

tee during the first session of the 84th Congress; and that only supplementary 
testimony is desired or necessary at this time 

I, therefore, adopt and endorse the testimony of the following witnesses appear 
ng on Wednesday, June 29, and Thursday, June 30, 1955 

Clifford H. Hardy, pp. 1115-1118; G. W. McCoy, pp. 1129-1133; Rufus Mock 
pp. 1133-1136; Paul Keller, pp. 1136-1139; H. H. Huddleston, pp. 1139-1147 ; and 
John H. Todd (your present witness), pp. 1147-1157 


be Weel the elective aate of the éo-CeONT Mminimuypn wage i! early 1O50 and 
( en! n the spring of 1955, the overall co of operating cotton ware 
1S¢ id compress-warehouse facilities had increased approximately 25 percent 
requiring a corresponding inerease il barges Lor ervices That increase wa 
| hie ! ‘ ! num wage and the Ince! ntvyv of the 
eH hie ‘ tio {)} é Iptior u n re a oO 
! id re i Vv n the u are f produ 
il ce i VV ‘ f e unrealistic deni lon oO! rie re 
) pro i ( a | Lie! I rT J I er < I ed I 
Hie ng i fie ‘ I ll mm \ rt mbined W | 
rey ries f »p are 1 pl m é ¢ \ 
‘ ( rie OS I ChOUSE NH ( pre ( usé erat n I 
‘ I $i4 1 - pel t L ihe iti CuUSt I poe Ti nt ) ‘ 
| g of 1955 1 e be ib I greate in tl estimate A sy hec] 
ce ee f represel e warehousemeé ype ap] ximate ) 
perce! Cotto re e cap ty i e ( srowing States ind 
‘ iere | et idiit I re ‘ os re n 27 percen nt 
t ( \ ( rf e! { hit nere e 1s rit ed ne ncrease 
f the minimu wage from 75 cents to $1 per hour in January 1956 plus the 
ff f nonapy m of the se m1 ) (10) area of production exemptior 
I he Minimum wige it ertime requirements of the a 
The neerti vy concerning application of that exemption continued unabater 
he ty e*¢ state supreme Court ‘ Mareh 2¢ 9956, decided the case ! 
mer fF VV cl / SECCTOTEH 7 Labor \ Josepl 7 Budd Jr. et ati reported 
me 76, United States Supreme Court Reporter at page 527, and in volume 
0 of United States Reports at page 473. In that de on, Which olved toba¢ 
handling operations at Quincy, F the United States Supreme Court (contrary 
he decisions of many trial courts, one State supreme court, and of the United 
. es Cou f Apy for the Fifth Circuit) unanimously and specifically up 
held the Admu rator secretary ol Labor's) definition of ‘‘the area of prod 
mm” of agricultural and horticultural commodities. The validity of that defir 
tion wi the eruci ssue in the case at bar 
Whereas the Congress, in section 13 (a (1 f the act said that persor 
employed in the bamed operations, including the ginning, handling. storing 
mpressing of cotton, are exempt from both the minimum wage and overtime 
requirements of the act when such operations are performed “within the area of 
productiol of he yal odity i! olved tne United states supreme ( ur 
inimously approved the gratuitous assumption by the Administrator (Secre 
iry of Labor) of the power to limit that exemption to employees of establisl 
ments not located within, or within specified airline distances of, towns of 2,500 
r greater population, and by further specifying (when the population criterion 
s complied with) that the exemption will not be applicable if, during the last 
preceding calendar month in which the establishment conducted operations 
more than 5 percent of its monthly receipts of cotton (or whatever other con 
Oadity it might be servicing) moved to that establishment fron points re 
han specified airline distances from the establishment or from points having 


population of 2,500 or more unless it can be proved the commodities were grown 


f lj ] 


on farms within that specified airline distance) 


In the case of cotton ginning establishments, that airline distance is 10 miles 
In the case of cotton warehouses not equipped with compress machines it is 20 
les In the case of warehouses equipped with compress machinery it is 50 
miles Clearly neither of those criteria has any direct or necessary relation to 
whether such operations are conducted within the area of production of cotton 
(or whatever other farm or orchard product might be involved). 
In promulgating his definition of area of production (which is published in 


title 20, C. F. R., sec. 536.2) the Administrator (the Secretary of Labor under 
Reorganization Plan No. 6 of 1950) departed from the reasonably clear language 
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of Congress in section 13 (a) (10) of the act and, in effect, legislatively amended 
that enactment of Congress with a regulation at variance with the language of 
the act, and at variance with the intent and contemplation of the Congress. In 
the decision cited above, the Supreme Court has unanimously contirmed the 
Administrator (Secretary) in his arrogation unto himself of such legislative 
power. This is perhaps the most recent of a series of instances in which the 
Congress is faced with the question: Do we have, and are we to have, a govern 
ment of laws or a government of men? 

Senator Stennis, of Mississippi, has introduced, and there has been referred 
to the Senate Committee on Labor, Senate bill 1418 which, in part, proposes a 
commonsense correction of this situation. That commonsense correction is to 
provide in the act that “the area of production,” for the purposes of this ex 
emption, includes all of each county in which the farm or orchard product in 
volved is grown in commercial quantities. 

We submit that such a commonsense amendment will clearly give the ex 
emption the application which Congress intended from the beginning. 

We urge adoption of such an amendment. For the reasons previously given, 
we urge retention, and oppose repeal or restriction of the other exemptions and 
partial exemptions now included in the act for agriculture, and for the storage, 
processing and servicing of farm and orchard products. 

We oppose as preposterous and intolerable any further increase in the mini 


mum wage, and extension of the coverage of the act, as proposed by some, to 
all persons employed in, about, or in connection with any activity “affecting 


interstate commerce.” Such an extension, with the proposed definition of 
“affecting commerce” (as Secretary Mitchell himself declared) would in prac 
tical effect obliterate the distinction between interstate and intrastate com 
merce. The proposed definition of “affecting commerce” is so broad and elastic 
that it goes far beyond the scope of the commerce clause of the Constitution 


Mr. A. Reats Ketiry. A statement of the Young Women’s Christian 
Association of the United States. 
(The statement is as follows:) 


YouNG WOMEN’S CHRISTIAN ASSOCIATION 
OF THE UNITED STATES OF AMERICA, 
New York. N. Y.. March 12, 195° 
Hon. AUGUSTINE B. KELLEY, 
Chairman House Subcommittee on Labor Standards, 
House Office Building, Washington, D.C. 

DEAR Mr. Kettey: Hundreds of the employed members of the Young Women's 
Christian Association, particularly in the southern region as well as in other 
parts of the United States, have wages which fall below the minimum standards 
necessary for their health and well-being. The Young Women’s Christia’ 
Association is equally concerned about the standards of living and working 
conditions of workers outside of its membership, both men and women, who 
are now excluded from the minimum wage and maximum hour provisi f 
the Fair Labor Standards Act. 

The National Board of the Young Women’s Christian Association, therefore 
favors extension of the coverage of the Fair Labor Standards Act to all activiti: 
and undertakings affecting commerce consistent with Federal authority unde 
the Constitution. 

We hope that you will give your earnest consideration to the position of 
National Board of the Young Women’s Christian Association in this matter 
as outlined in the attached statement 

Sincerely yours, 


Mrs. F. BEARDSLEY Foster, Jr., Vice Presid 
STATEMENT OF TH NATIONAL BOARD Of] HE YounGa Women’s (Cn 
ASSOCIATION RECOMMENDING AMENDMENTS TO THE Fair LABor STANDA 


AcT oF 1938 


A short time before the beginning of the Civil War, Young Women’s Christiai 


Associations were founded in many sections of the United States to look after 
the needs of young women, who were leaving their homes for the first 
work in industry. Down through the years, work with employed wo 


been a major concern of the YWCA In addition to providing low-cost | ! 
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food service facilities, educational and recreational programs, and counseling 
services, the YWCA has worked to help build a world in which good will, justice, 
truth, and freedom are controlling forces. 

Local Young Women’s Christian Associations have cooperated with other 
women’s organizations and community groups in trying to obtain adequate 
standards to protect the working conditions of women. As a result, many 
thousands of the employed members of the YWCA are now covered by State 
minimum wage or hour legislation, or by the Fair Labor Standards Act. Other 
thousands of our members who work in restaurants, hotels, laundries, factories, 
and retail establishments are denied the protection of these laws. They, too, 
have the right to a wage rate that will enable them to mainatin a standard of 
living necessary for health, a proper diet, a decent place to live, their efficiency, 
and for their moral and general welfare. 

The need for such amendments to the Fair Labor Standards Act has been 
made even more imperative by the continuing rise in the cost of living. State 
minimum wage budgets designate from $2,000 to $2,900 as a minimum budget for 
an employed woman without dependents. Many employed women who have 
others to support in addition to themselves, are now earning less than $1 an hour 

The National Board of the Young Women’s Christian Association endorses the 
enactment of legislation, or amendments to the Fair Labor Standards Act of 
1938, that will extend coverage to as many workers as is constitutionally possible 
Such revisions in the legislation will not only benefit women workers, with whon 
the YWCA is primarily concerned, but will aid their employers by protecting 
them from unfair competition in uncovered industries. It will also aid the 
munity and Nation by sustaining purchasing power, increasing the efficiency of 


eon 


employees, and decreasing the need for public assistance and supplementary 
relief. 


Mr. A. Reets Keniry. Statement of the Home News Publishing 
Co., Mialeah, Fla.. respect fully referred by Representative Dante B. 
Fascell, of Florida. 

(The statement is as follows:) 


Tune HomMe NEws PUBLISHING Co., 


Hialeah, Fla 
Hon. DANTE B. FASCELL, 
We mber oT Congress, 


House of Representatives, Washington. D. C. 


Dear DANTE: Your letter of January 14 was certainly appreciated, and 1 
hasten to give you some of the facts and figures you may need. 

I believe the regulation concerning the 4,000 exemption circulation of weekly 
newspapers was restated in 1948 with no modification having been made since 
that time. 

Below follows a comparison of costs of certain vital materials in 1943 as 
compared to today’s costs: 


4 1 
N | $ $134. 00-$18 
per | ( 

Weben : | iti 22 100. 00 0. 40 
R | ‘ 
C3} t deliv ] R m 7 " 
(rf 18 
] { ) 
I { 9 
\ past l 1.40 

In addition, both power and telephone rates have increased since 1943. W 


ave had several increases in second-class mailing rates and more are scheduled 
The revenue of a weekly newspaper comes from the following sources: 
1. Advertising, display and classified 


2. Subscriptions and newsstand sales 


3. Supplementary commercial job printing 
Very few, if any, weekly newspaper operations in the category under 8,000 
10,C00 circulation can exist on the income from the first 2 aforementioned sources, 


cause there is a direct relationship between a newspaper's Circulation and 





740 FAIR LABOR STANDARDS ACT 


the rates it can successfully charge for classified and display advertising. The 
greater the circulation, obviously the greater the rate. The second source of 
revenue mentioned above is rarely more than $2.50 to $8 per year per sub- 
scriber. Bearing in mind that the present regulation of 4,000 exemption would 
limit the income under this regulation to a maximum of $10,000 to $12,000 gross 
per year, against which the post office charges about $452 for the mailing of 
these papers for 52 issues; postage for mailing and payment of subscription 
renewals and collections amounts to additional $600 per annum: the cutting 
of stencils and maintaining of a current subscription list of this size amounts 
to approximately 30 cents per subscriber for an additional $1,200; the labor 
charge for sorting by zones and tying these papers for post-office acceptance 
is $55 weekly or an additional $2,860. These items alone account for $5,085 
per year (without stationery, printing, addressing time, filing, accounting, or 
any other office work attendant to the subscription list) ; so that anywhere from 
60 percent to 80 percent of the revenue from subscription and newstand sales is 
expended in that operation alone. 

So we see that, for all practical purposes, advertising is the newspaper’s chief 
source of revenue 

In 1944, the Home News advertising rate was $1.50 per column inch. Through- 
out the years, right through 1956, we maintained the exact same rate. Not be- 
cause we wanted to, but because we were forced to. Our circulation was not 
such that we could justify an increase 

Furthermore, as we approached the 4,000 mark, even this was not enough, 
in the light of what the metropolitan dailies are able to offer, percentagewise, to 
be of any help. 

Also, passing the 4,900 mark was even worse, since it merely meant that many 
more papers would now cost so much more, since the exemption would be for 
feited in its entirety, bringing the production cost of 4,500 papers, for example, 
completely disproportionate to even a 10 percent or 15 percent increase in rates. 
And that would be a large increase, too! 

Hence, the only solution is to increase the exemption to about 8,000 at least 
in order that a weekly newspaper can produce enough circulation under the 
exemption regulation to justify increasing its rates to a point where the revenue 
from same pays its operating bills and slight profit. 

Today, the Home News alone is considered a successful weekly newspaper in 
its bracket, yet it loses several thousands of dollars annually. 

Actually, were it not for our commercial job-printing operation, we could not 
afford the luxury of publishing a community weekly newspaper. 

Financially, we would be far better off to have allowed the Home News to 
expire 14 years ago. 

This, then, is the bleak, discouraging, and impossible situation that confronts 
the grassroots, independent, hometown weekly in America today. 

We need help. We look to you for it. 

Sincerely, 
JAY Morton, President. 


Mr. A. Reets Ketiey. Statement of the Amalgamated Clothing 
Workers. 


(The statement is as follows :) 


STATEMENT OF THE AMALGAMATED CLOTHING WORKERS OF AMERICA ON EXTENSION 
OF COVERAGE OF THE Farr LABOR STANDARDS ACT TO THE LAUNDRY AND CLEAN 
ING AND DYEING WORKERS 


By Dr. Vera Miller, research associate, Amalgamated Clothing Workers 
of America 


This statement is a duplicate of the statement submitted by the Amalgamated 
Clothing Workers of America to the Subcommittee on Labor of the Senate Com 
mittee on Labor and Public Welfare on March 4, 1957. 

The Amalgamated Clothing Workers of America represents close to 400,000 
members. Our organization had a vital interest in minimum wage legislation 
even before its initial consideration on a Federal level and has participated 
actively in the proceedings and deliberations on the Federal minimum wage 
throughout the years. 

In accordance with the major purpose of the Fair Labor Standards Act “to 
correct and as rapidly as practicable to eliminate * * * labor conditions detri 
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mental to the maintenance of the minimum standard of living necessary for 
health, efficiency, and general well-being of workers,” the Amalgamated supports 
fully the general proposals on extension of the act’s coverage which are being 
advanced by the American Federation of Labor and Congress of Industrial 
Organizations, These proposals would extend coverage to millions of workers 
not now protected by the provisions of the act and would benefit not only these 
workers but the economy as a whole. 

The membership of the Amalgamated Clothing Workers is employed primarily 
in the men’s apparel manufacturing industries. However, our membership also 
includes a substantial number of workers not now covered by the Fair Labor 
Standards Act. Among these are the custom tailors and workers employed in 
the laundry and cleaning and dyeing industries and in retail trade. Our organi- 
zation has had many years of experience in dealing with the problems of these 
workers in various cities throughout the United States and believes that the 
protection of the Fair Labor Standards Act should be extended to them. 

Laundry, cleaning and dyeing, and retail trade workers represent numerically 
large groups in the Nation’s economy. They have also been among the lower-paid 
groups in the economy. This statement will deal specifically with the need for 
extension of coverage to laundry and cleaning and dyeing workers, it being our 
understanding that others in the labor movement will deal with retail trade. 

The Nation’s more than half million laundry and cleaning and dyeing workers 
do not now, on the whole, have a minimum standard of living. Most of them are 
not unionized and do not have the protection and benefits of union contracts. 
At the same time, provision through State minimum wage orders is nonexistent 
in many States and inadequate in others. Under these circumstances, Federal 
action is obviously needed to afford these workers adequate protection. 


STATE MINIMUM WAGE ORDERS DO NOT AFFORD ADEQUATE PROTECTION 


While it has been generally assumed that laundry and cleaning and dyeing 
workers are protected by State minimum wage orders, these orders do not exist 
in many States, and, in those States where they do exist, the protection afforded 
is far from adequate. With regard to minimum wages, 25 States at present 
have minimum wage orders covering laundry workers or general orders under 
which laundry workers are included; 20 States have orders covering cleaning 
and dyeing workers or general orders under which they are covered.’ With 
regard to premium pay for overtime, only 14 States have such provision for 
laundry workers either in laundry orders or general orders, while only 11 States 
have such provision for cleaning and dyeing workers in either specific orders for 
that industry or in general orders. And, among those States with orders calling 
for premium pay for overtime, only 4 provide for time-and-a-half after 40 
hours a week, while only 4 provide for time-and-a-half after 8 hours a day. 
Tables 1 and 2 in the appendix summarize the minimum rate and premium pay 
provisions, respectively, of the State orders affecting the laundry and cleaning 
and dyeing industries. 

A further examination of tables 1 and 2 also shows that the protection 
afforded even in those States which have orders is far from adequate. To begin 
with, some of the orders are very much out of date. Illinois has not revised 
its laundry order since 1937. Ohio’s laundry order dates from 1934 and its 
cleaning and dyeing order from 1935. And, it is more than 40 years since 
Arkansas raised the minimum rates in its laundry order, which is dated 1915. 
A number of other States have not changed their minimum-wage order since 
the 1950 amendments to the Fair Labor Standards Act. These include Arizona, 
Kentucky, Pennsylvania, and South Dakota. 

In the older orders, it is not surprising to find that the minimum rates 
provided are low. The Arkansas minimum of $1.25 for an 8-hour day amounts 
to 15.6 cents an hour, while Ohio has a 35-cent hourly rate for cleaning and 


dyeing and a 27.5-cent rate for laundry. [Illinois rates range from 23 cents to 
28 cents an hour. Even some of the States with orders dating from the 1940’s 
have rates of less than 30 cents an hour, rates which are on the books and 
effective now, in 1957. What is perhaps even more significant, however, is *hrt 
some of the States which have revised their rates since the 1950 amendmeuts 


to the Fair Labor Standards Act have rates as low as the 60 cents effective 


1In this discussion of State minimum wage orders, the District of Columbia is included 
as a “State.’’ 


oF pt. 1 419 





742 FAIR LABOR STANDARDS ACT 


~*s 


in New Hampshire in 1953 and the 50 cents promulgated as late as 1955 in New 
Mexico, 

It is clear from even a cursory analyiss that, important as State provisions 
have been in the historical development of minimum wage legislation in this 
country, the actual protection afforded the workers in the laundry and cleaning 
and dyeing industries by current State orders is meager and a long way from 
providing a minimum standard of health and decency to the majority of the 
workers employed in these industries. 


PRESENT WAGES OF LAUNDRY AND CLEANING AND DYEING WORKERS ARE SUBSTANDARD 


Present wages of laundry and cleaning and dyeing workers are substandard. 
The United States Department of Labor’s Bureau of Labor Statistics made a 
survey of the average hourly earnings of production workers in power laundries 
and dry-cleaning establishments in May—July 1955. The results of this survey 
for the 29 metropolitan areas and cities for which reports have been released 
are presented in table 3 in the appendix. When these figures are compared 
with minimum budget figures, it is obvious that the present level of earnings of 
laundry and cleaning and dyeing workers is generally substandard. 

The United States Bureau of Labor Statistics’ city worker’s family budget is 
a budget for a family of 4—a husband, wife, and 2 children. It is described 
by the Bureau as “not a ‘subsistence’ budget, nor is it a ‘luxury’ budget: it 
is an attempt to describe and measure a modest but adequate standard of 
living.” The last date on which this budget was priced by the Bureau of Labor 
Statistics was October 1951. The annual amounts needed to meet the city 
worker’s family budget for the 34 cities for which it has been developed are 
presented in table 4 in the appendix, along with the hourly amounts needed 
to meet the budget. 

There should be no question about the comparability of the amounts called 
for by this budget with the wages of male workers, since it must be assumed 
that an American male should, throughout many years of his working life, 
earn enough to raise at least two children. (Such an assumption must be 
made if our population is merely to maintain its present level.) When an 
actual comparison is made, however, of the earnings reported for male pro- 
duction workers in laundries and cleaning and dyeing establishments by the 
Bureau of Labor Statistics with the amounts the BLS considers necessary for 
a modest standard of living, the results are striking. Even on the west coast 


Us 
where wages in the industries are relatively high, as compared with other areas 
of the country, men employed in these industries did not earn enough to meet 
the city worker’s family budget In Seattle, the highest city wage for male 
workers, 22 cents an hour more was needed than was earned by the male 
laundry and dry-cleaning workers. In the Nation’s largest cities, where the 
preponderance of laundry and cleaning and dyeing workers are employ 
differences were overwhelming. In New York, the difference between what was 
needed and what was earned was 62 cents an hour. In Chicago, the difference 
was 48 cents an hour; in Philadelphia, 66 cents an hour; in Detroit, 40 cents an 
hour; in Cleveland, 59 cents an hour; and in the Nat s Capital, Washington, 
D. C., $9 cents an hour. 

Data on the amounts needed for workers were sparser; only a few 
of the States and the District of Columbia prepare working women’s budgets 
The existing data on working women’s budgets are summarized in table 5, in 


the appendix. We find here that, in a number of cities, the wages reported by 
the BLS on table 3 for women workers are below the minimum health and 
decency budgets prepared by several of the States. In New York, 22 cents 
an hour more is needed for a minimum standard of living than is earned by 
female laundry and cleaning and dyeing workers. In the Newark-Jersey City 
area, 44 cents an hour more is needed; in Philadelphia, 24 cents an hour more: 
in Pittsburgh, 283 cents an hour more; in Louisville, 20 cents an hour more; and 
in Washington, D. C., 19 cents an hour more. With regard to these wage levels 
and with regard to those few cities for which the amounts needed by the 
State budgets were not more than the level of earnings, it should be noted 
that these budgets are, for the most part, for the support of the woman herself 
(in at least one case for the support of a woman living as a member of a family, 
with the financial advantages of community shopping and living). Actually, 
a great Many women workers in the laundry and dry-cleaning industries need 
greater amounts than are called for in these budgets because they are respon- 
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sible for the total or partial support of children or others or, if not, they live 
alone and do not benefit from the economies of community shopping and living. 

Those primarily affected by Federal coverage, when extended to these indus- 
tries, would obviously be the women workers. For, although the wages of male 
workers are not high enough to meet the BLS budget standards, they are, on 
the whole, higher than the present Federal minimum of $1 an hour. Never- 
theless, three-fourths of the laundry and cleaning and dyeing workers are 
women, according to the BLS 1955 study of wages of power laundry and clean- 
ing and dyeing workers, and it is these workers who are most in need of greater 
protection than is now afforded by the State minimum wage orders. 


CON CLUSION 


The Nation’s more than half-million laundry and cleaning and dyeing work- 
ers are an important segment of our economy and make a vital contribution 
to the health and standard of living of the communities in which they live and 
work. It is clear from the foregoing facts that, on the whole, they do not now 
have a minimum standard of living and that State minimum wage orders, where 
they exist, have not been effective in establishing decent living standards. Fed- 
eral action is obviously needed to correct this situation. To this end, the 
Amalgamated Clothing Workers of America urges that the protection of the 
Fair Labor Standards Act be extended to the laundry and cleaning and dyeing 
workers, as well as to other Ameriacn workers not now covered by the act. 


APPENDIX 


TABLE 1.—Basic minimum rates provided in the State minimum-wage orders for 
the laundry and cleaning and dyeing industries, Jan. 1, 1957 


State Effective date Industry Basic minimum rate 
of order P 
" an ee 
{Laundry 52 cents 
Arizona pt. 12, 1948 \ Dry cleaning 60 cents. 
Arkansa Mar. 20, 191 Laundry, among others 15.6 cents. 
Californi Aug 1,1952 | Laundry, dry cleaning and | 75 cents. 
dyeing 
Colorad May 4,1956 | Laundry 80 cents, zone A; 70 cents, z B 
, 60 cents, zone C 
( 1ecticut \ 17, 1951 Laundrv 75 cents 
1 1951 | Clear ind dyeing Do 
D ( \ 22,1951 | Laundry, dry ele iu D 
lL} A 2, 1937 La ( 8 cent i t 1: 2 t 
trict 2; 23 ts, di t 
I t l Lau i 8 cents, 1; 25 cer 2 
dv 25 ¢ { 
t 
1 ( g 
] ) I 
\) 
l 1s 
N J ( 
N« 1 \ 1, 90 «¢ 
{ is] 
A lo oj {90 ! 
Nort yal j { el i 4 7 Q 4 ) 
Ohio ( \ 
; i i 
Or Au G19 Laundry, ¢ it 60 cent 
Pen lva ry t I < t 
Rho Ishar ( ) | ” its 
South Dakota 3 |] othe " t 0 
cents, elsew! e 
ji 75 its, zone I; 70¢ t ve 
Utal i +e J eal ivein nd RO cer nel n me I] 
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Taste 1.—Basic minimum rates provided in the State minimum-wage orders for 
the laundry and cleaning and dyeing jindustries, Jan. 1, 1957—Continued 








state Effective date Industry Basic minimum rate 
of order 
Washington une 5, 1950 Laund leanir r S 
Wisconsin. Apr. 30,1956 | Ge rder 70 cents, communities of 3,500 on 
re; 60 cents, communities of 
' or more but less thar | 
! lsew! 
W vomi May 2 ) ‘ 
Sources eau, U.S. Department of Labor, and Commerce Clearing House 
Toes 1m rates listed are for full-time experienced workers. In some instances, low 











pprentices or for worker yt} \ -] fix 1 


TasLeE 2.—Provisions for premium pay for overtime in State minimum-wage 
orders for the laundry and cleaning and dyeing industries, Jan. 1, 1957 











State Effective dat Industt Overtime premium p 
of order 
\irzona-.. Sept. 12, 1948 Lau v, i \ 
Arkansas 1943. Laundry, amor ther ifter 8 hours a day and 6 
oe Si rat 
California Aug. 1, 1952 Laundr i ‘ wn De 
Colorado May 4, 1956 I g rs a da ‘4 
} egular é 
Connecticut Apr. 17, 1951 er 44 a week at re ] 
ile 
June 27, 1951 Cleaning l ifter 45 a week t reguiar j 
| 
District of Columbia Aug. 22, 1951 Laur ea te 1) a week | 
Illinois Aug. 2, 1937 Laur y ifter 44 a week | 
Kentucky) Apr. 1, 1942 Laundry, dr eanir i fter 44.2 week in zones 1 
1 Se | ia we } 
Massachusett Feb. 16, 1953 I 
May 1, 195 D ( 
Minnesota_. Jan. 13, 1957 I ir 
Nevada Mar. 28, 19 i l x ~ ‘ 
New Hamshir 11,19 Dry 
New Jersey 6. 1956 La n 
New Mexico 5 June ii. 1055 Genera er ‘ . 9 
New York April 17, 1 r { 
| 
1) 
N t Dakota sa 24, 19 J 
Ohio Jan. 7 Cle 
July 26, 1 I 
oO I Aug. 29. 19 Laund 
Pet D vl I 4 re i I 
Rhode Is] i l I 
South Dak i I | 
Utal I i, 
f 
Was! t State June 5, 1950 T 
W isc s Z April 30, 195¢ ( 
W vomir Ma m” 19 
Sources: W f Bureau, Un ) Cle H 
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TABLE 3,—Average hourly earnings for production workers, power laundries 
and dry cleaners, May—July 1955 
All Male Femal 
City production | production | production 
workers workers workers 

Average, 29 metropolitan areas and cities 1 $1.06 1 $1. 38 1 $0. 96 
tlanta ‘ . 66 60 
Birmingham . 63 60 
Boston 7 1. 06 96 
Buffalo 1.11 02 
Chicago 1. 20 1.03 
Cleveland 1.09 99 
Dallas 83 75 
Denver 1. 00 92 
Detroit 1.16 03 
Houston ane 70 
Indianapolis 1. 08 02 
Kansas City, Mo . 94 87 
Los Angeles 1, 24 14 
Louisville : . 94 . 88 
Memphis ss ; 67 | 60 
Milwaukee 1.14 1. 07 
Minneapolis-St. Paul 116 08 
Nashville 63 57 
Newark-Jersey City 1. 08 1, 35 97 
New York 1.15 1. 34 1. 02 
Philadelphia 1.02 1. 30 91 
Pittsburgh 1. 02 1. 38 . 92 
Portland, Oreg 1.2 1. 67 15 
Proviaence 1. 02 1. 21 93 
Richmond 72 98 65 
St. Louis . 97 1.19 .93 
San Francisco-Oakland 1. 44 1.81 1. 32 
Seattle = . 1. 32 1. 84 1. 22 
Washington D.C . : eee bea Tad 94 1.15 . 88 


! Computed by research department, Amalgamated Clothing Workers of America, on the basis of 
weighted averages. 


Note.—The figures exclude premium pay for overtime and for work on weekends, holidays, and late 
shifts 

Source; U. 8. Department of Labor, Bureau of Labor Statistics, Summary Release, Earnings in Power 
Laundry and Dry-Cleaning Industries, May-July 1955. 
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TABLE 4.—City worker's family budget, 34 large cities, October 1951 


Total annual | Hourly w 















City cost ot neede F 
budget 

Washington, D. C $4, $2. 141 
Milwaukee, W { 2. 109 
Richmond, Va 4,33 2. O86 
Atlanta, Ga 1,315 2.075 
Los Angeles, Calif 4,311 2. 073 
Houston, Tex 4, 304 2. 069 
Seattle, Wash +, 280 2 OR 
San Francisco, Calif 1. 263 2 050 
Birmingham, Ala 4. 252 2.044 
Baltimore, Md 4,217 2. 027 
Boston, Mass 4,217 2 

Cincinnati, Ohio 4, 208 2. 023 
Pittsburgh, Pa_- 4, 203 2. 021 
Jacksonville, Fla 4, 202 2. 020 
Denver, Colo 4,109 2.019 
Detroit, Mich 1,195 2.017 
Memphis, Tenn 4,190 2.014 
Chicago, Il 4. 185 2.012 
Minneapolis, Minn 4,161 2. 000 
Portland, Oreg 1,153 1. 997 
Norfolk, Va 4,146 1, 993 
Buffalo, N. Y 4,127 1. 984 
St. Louis, Mo-__- 4,112 1.977 
Cleveland, Ohio 4,103 1. 973 
Manchester, N. H--- 4,090 1. 966 
New York, N. Y-. , 4, 083 1. 963 
Philadelphia, Pa . 4,078 1. 961 
Savannah, Ga 4. 067 1, 955 
Indianapolis, Ind- 4,044 1. 944 
Portland, Maine 4,021 1. 933 
Seranton, Pa 4,002 1. 924 
Mobile, Ala 3, 969 1. 908 
Kansas City, Mo 3, 90 1. 904 
New Orleans, La.. 3, 812 1. 833 


1 Calculated by dividing the total annual cost by 2,080 hours, i. e., 40 hours a week, 52 weeks a year 


Source: U.S. Department of Labor, Bureau of Labor Statistics, Monthly Labor Review, May 1952, p. 521. 


TABLE 5.—Workingwomen’s budgets in various States in the United States, 
Apr. 1, 1956 





Estimated Percent |Most recent| Most recent 
annual cost Date of Hourly change in | estimated hourly 
State of budget priciz W Age consumer | annual cost wage 
at time of eeded price index | of budget needed 
pricing nee dat 
TT 
Arizona 2,312.16 | February $1.112 0.3 $2, 305, 22 $1. 108 
1954 
California 2, 289. 71 June 1955 1. 10] 2, 296. 58 104 
Coloradc , 813.00 | January 872 11. 7 2 025. 12 974 
1949 
Connecticut 1, 866.57 | March 1949 SOT 26 2 101. 7¢ 1.010 
District of Columbia 2,208.97 | May 1953 2 H. | 2, 222. 22 1. 068 
Kentucky 1, 992. 00 February 158 +129 2 248, 97 1. O81] 
1949 
Maine- - 2, 236.04 | December 175 Ls 2. 399. 27 153 
195 
Massachusetts 21, 966. 5: February 945 3 1, 960. 63 943 
1954 
New Jersev 2 932. 61 October 1. 41¢ + 2 2. 938. 48 1. 413 
1954 
New York State. 2, 588. 0 September 1. 244 2 2 5R2. 82 1. 242 
1¥5 
Pennsylvania 2, 121. Of November 1. 020 2.9 2, 394. 61 1.151 
1949 
Utah--- 2, 230.00 | October 72 +9. 2 2, 435. 1¢ 1.171 
1¥50 
Washington State 2, 664.00 | Mav 1952 1. 281 ! 2, 703. 96 1. 300 


The Consumer Price Index of the U. 8. Dey | 

2 The total annual cost of commodities and s 
ever, include Federal income and social-security 
for other States include these items, they were 
ability 


of Labor Statistics was user 
i I umount did not, how- 
44.46, respectively. Since data 
s figure for purposes of compar- 





Source: U. S. Department of Labor and departments of labor, industry, and/or welfare of the various 
States and the District of Columbia. 
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Mr. A. Reets Ketiey. Statement of Harold H. Angier, of the 
California Grape and Tree Fruit League. 
(The statement is as follows :) 


STATEMENT OF Harotp H. ANGIER, GENERAL MANAGER, CALIFORNIA GRAPE AND 
TREE FRuIT LEAGUE, SAN FRANCISCO, CALIF. 


I, Harold Angier, General Manager of California Grape and Tree Fruit League, 
717 Market Street, San Francisco, Calif., present in behalf of the California 
fresh deciduous fruit industry the following statement regarding proposed amend- 
ments to the Fair Labor Standards Act. 

California Grape and Tree Fruit League is a nonprofit industry service organi- 
zation, whose grower and shipper members produce, harvest, pack, and ship, 
approximately 85 percent of all the California fresh deciduous tree fruits, berries, 
and grapes shipped to market in interstate and foreign commerce. 

The average annual volume of California fresh deciduous tree fruits, berries, 
and grapes moved in interstate and foreign commerce is over 750,000 tons, more 
than 70 percent of which is marketed in the territory east of the Mississippi River. 

The Fair Labor Standards Act presently in effect exempts workers employed 
in agriculture from both the minimum-wage and maximum-hour-and-overtime 
provisions of the act. 

We are opposed to elimination of, or any limitation of, the exemption of agri- 
cultural workers under the act. 

When the act was originally passed the Congress in its wisdom recognized the 
fundamental difference between industrial labor and agricultural labor. History 
has proven that Congress was right in providing the agricultural exemption and 
the courts have sustained this position in many cases. There is no need to 
elaborate on the many reasons presented in this statement. A look at the official 
index of wages paid by farmers, published by the Crop Reporting Board, Agri- 
cultural Marketing Service, United States Department of Agriculture, is sufficient 
proof that supply and demand will take care of agricultural wage rates without 
legislation. During the base period 1935-89 the index of United States farm wage 
rates was 121; as of February 1957 it was 554. 

Members of California Grape and Tree Fruit League who are subject to the 
minimum-wage and maximum-hour-and-overtime provisions of the act are com- 
mercial packers and shippers and farmers cooperative marketing associations. 
Congress very specifically provided these subject employers with certain exemp- 
tions which I shall discuss separately. 

Section 7 (c): Under the act an employer engaged in the first processing of, 
or in the canning or packing of perishable or seasonable fresh fruits or vegetables, 
is provided unlimited exemption from the overtime provisions during an aggre- 
gate of 14 workweeks during a calendar year. We are opposed to elimination of, 
or any limitation of, this just and logical exemption. 

The amount of overtime which must be worked is not the choice of the em- 
ployer, but is controlled by the necessity of preventing spoilage and loss of these 
highly perishable commodities. In most instances double shifts are impractical 
due to lack of sufficient skilled labor and availability of necessary services such 
as Government inspection. Seasonal operations do not warrant the investment 
in plant and equipment to take care of peak loads on an 8-hour workday basis. 
Under the act, section 7 (b) (3), no employer shall be deemed to have violated 
the overtime provisions of the act, if he employs an employee for a workweek 
in excess of 40 hours without paying overtime if such employee is so employed 
for a period, or periods, of not more than 14 workweeks in the aggregate of any 
calendar year in the fresh fruit and vegetable packing industry (a seasonal 
industry) provided overtime is paid for work in excess of 12 hours in any one day 
or for wook in excess of 56 hours in any workweek. 

We are opposed to elimination of, or any modification of, this partial exemption. 

There are many operations which must be performed in the fresh fruit and 
vegetable packing industry which are not eligible for the 14-week total exemption 
under section 7 (c) because they are not performed as an incident to the actual 
first processing of or in caning or packing, perishable or seasonal fresh fruits or 
vegetables. 

In providing the 7 (b) (8) partial exemption, Congress recognized that by 
restricting the 7 (c) exemption it had omitted many operations which because 
of the perishable and seasonal nature of the products must be handled for 
more than 8 hours per day for the same reasons. For example: The 7 (c) 
exemption is inapplicable to packinghouse employees whose duties are connected 
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with products packed in the field or at another establishment, such as receiving, 
loading, and precooling. 

Another very important exemption is the “Area of production” exemption. 
Commercial packers and shippers and farmers’ cooperative marketing associa- 
tions are exempt from the minimum wage and overtime provisions of the act if 
their operations are in the “Area of production” (as defined by the Adminis- 
trator). Congress provided this exemption to avoid discrimination in employ- 
ment between farmers and nonfarmers in the handling, packing, drying, preparing 
in their raw or natural state, or canning, of agricultural and horticultural 
commodities for market when the work is performed in the area where the 
produce is grown. 

We are opposed to the elimination of this exemption under the act and we 
support Senate bill 1418 introduced by Senator Stennis to clarify this ex- 
tremely important exemption. 

The definition of the “Area of production” promulgated by the Administrator 
is most unsatisfactory because it discriminates against the employer whose 
location of operations is in an incorporated town of over 2,500 population ac- 
cording to the latest United States census. There are many country towns in 
California located in fruit-producing areas with populations over 2,500 and 
some over 50,000. For the Administrator to establish a rule that a fresh fruit 
packing establishment in a country town of over 2,500 population is subject to 
the minimum wage and another performing the same services for the growers 
in the same producing area located over one airline mile from that town, is 
discriminatory and without sound reason. 

At the present time, this important California industry is faced with what 
is commonly called the cost-price squeeze. The high cost of labor, material, 
and transportation is responsible. Consumers are resisting the prices being 
asked for fresh fruit, with the result that the volume sold is declining due to a 
shift in consumer purchases to competitive items. 

Fresh fruit is a highly perishable commodity. It must be shipped to market 
when it is ready and sold for whatever price it will bring. A large proportion 
of the fresh fruit moved to market in interstate commerce is handled on con- 
signment for the grower’s account. Under these circumstances all of the charges 
for packing, loading, cooling, transportation and selling are deducted from 
the grower’s account sale. This means that the grower is the one who is di- 
rectly affected by increased costs even though such costs are paid by a commercial 
packer and shipper, or by a cooperative association. 

A large proportion of the payrolls in fresh fruit packing establishments is for 
packing labor generally performed by housewives and students who reside in 
the country towns and rural areas. They work during the harvest season to 
supplement their normal family income and to help improve their standard of 
living. Seasonal employment of this nature lends itself to a wide range of 
productivity based on natural ability and experience. 

When Congress passed the original law in 1938 it recognized that conditions 
of employment in agriculture are not compatible with those in industry. These 
conditions have not changed. The proposals before Congress to eliminate or 
modify the agricultural exemption therefore remain as unsound today as if they 
had been enacted when the Fair Labor Standards was first passed. The same 
holds true for the “Area of production” and seasonal exemptions so vital to the 
handling of highly perishable fresh fruits and vegetables. As far as our members 
are concerned the law needs the clarification contained in Senate bill 1418. 
Elimination of any of the exemptions wil! only result in hardship to growers and 
loss of employment to those who depend on this seasonal work to augment their 
regular source of income 


Mr. A. Reeis Kewtiey. Statement of the National Metal Trades 
Association. 
(The statement is as follows:) 


STATEMENT OF THE NATIONAL METAL TRADES ASSOCIATION 
Re: PROPOSALS TO INCREASE THE MINIMUM WAGE AND EXTEND 
THE WAGE-Hour AcT 


To the Subcommittee on Labor of the Committee on Labor and Public Welfare, 
United States Senate; and the Subcommittee on Labor Standards of the Com- 
mittee on Education and Labor, United States House of Representatives: 

The National Metal Trades Association is an organization of employers en- 
gaged in manufacturing, principally in the metalworking industry, and consists 
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largely of small- and medium-sized businesses. Our national offices are located 
in Chicago. 

It should be noted at the outset that our members fully recognize—as do em- 
ployers in general—that the payment of the highest wages consistent with sound 
business management is not only desirable as a matter of national economics; it 
is essential to eflicient business operation. However, we are opposed to Govern- 
ment-dictated wage increases whether accomplished by amending the Wage-Hour 
Act or by other types of governmental intervention. Since our position in this 
matter is set forth in the committee’s hearings published in 1956 (p. 1226) we 
are confining this statement to the following brief summary of our views: 


AN INCREASE IN THE MINIMUM WAGE WOULD CREATE INEQUITIES 


Perhaps the most common union argument for wage increases is that they are 
necessary to eliminate wage inequities between employees. The existence of such 
inequities was an established basis for increases allowed by the Wage Stabiliza- 
tion Board. It is now generally conceded—in fact, the Administration has ad- 
mitted—that minimum wage increases cause both direct and indirect wage in- 
creases. Such a result can be very simply demonstrated: 

Let us assume that certain unskilled or low-production employees in a given 
company work 45 hours per week at the FLSA minimum of $47.50. Let us also 
assume that other somewhat better qualified or more productive employees in 
the next bracket are paid $59.38 per week by the same employer for the same 
working time. Despite such a differential based on skill or production, an in- 
crease to $1.25 would put both men on exactly the same wage level. In such 
cases would the purpose of these bills—to create fair labor standards—be ac- 
complished? Since this would provide a wage increase for the lower-bracket 
employee would not an increase be in order for his more productive or higher 
skilled fellow worker and on up throughout the wage scale? 

While the language of the law merely guarantees payment of minimum wages, 
universal experience demonstrates that this is only the first result. Inevitably, 
proportionate increases must be made in all grades above the minimum. Sound 
industrial relations requires these adjustments; and, indeed, if compensatory in- 
creases were not made to higher paid employees, the declared purpose of the 
whole program, namely, elimination of wage inequities, would be defeated. 


THE PROPOSED WAGE INCREASES WOULD BE INFLATIONARY 


The cost of living is at an all-time high. As recently pointed out by the Presi- 
dent, the Government is attempting to reduce “upward pressures on wages and 
prices and other inflationary forces so as to preserve such dollar stabilization as 
has been accomplished.” In testifying before a House Labor Subcommittee on 
current proposals to extend the minimum wage Secretary Mitchell himself admits 
that the “farther you spread it (coverage) the farther you get to inflationary 
trends.” Yet the administration recommends an extension of the minimum wage 

‘over about 2,500,000 additional employees. 

Both the extension of coverage, whether by including more workers, or by 

narrowing exemptions, or both, an increase in the minimum wage is definitely 








flationary. 
increase in the minimum wage will necessarily result in proportionate ir 
ses to higher paid employees. 
The effect of an increase il I in wages on the wage structure of employers 
\ be limited to those employers who are directly affected by the increase. 
It will extend to all employers. The natural psychological effect of a Govern- 
sanctioned wage increase is to stimulate a wave of demands for wage 
eases by employees genera 1] 
Such increased wage costs will inevitably result in higher prices because of 
npractica in most cases of the employer absorbing the increased 





rhe argument that many employers could and would absorb the increased 
s flowing from increased wages, is highly theoretical 
erican enterpise is highly competitive. Competition between employers in 
the same line is only one form of competition. Even there the limits of cost 
absorption are not capable of indefinite expansion. 


in discussing an increase in 1955 the President’s Economic Report stated that some 
employees receiving more than the minimum rate would probably be increased “to preserve 
custemary differentials.” 
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But competition between industries and between products is a common 
phenomenon of our business system. When the cost of one product is arbitrarily 
increased, the public can usually, and often does, turn to a substitute product. 
This is readily seen in certain industries, such as fuel, where gas and oil have 
taken much of the market formerly served by coal. But this example, though 
more commonly recognized, is only one of thousands. There are few products 
so unique that substitutes cannot readily be adopted or developed. 


GOVERN MENT-ORDERED WAGE INCREASES ARE BASICALLY UNSOUND 


In his recent Economic Report to the Congress the President stated that: 
“Of particular importance in a prosperous economy is the responsibility of leaders 
of business and labor to reach agreements on wages and other labor benefits 
that are consistent with productivity prospects and with the maintenance of a 
stable dollar.” (Italic ours.) 

But wage increases, if accomplished by amending the Wage-Hour Act, would 
not be conditioned upon increased “productivity”! They would not reward 
skill or effort. They would not result from free collective bargaining. Such 
increases would be purely arbitrary. A Government-ordered wage increase 
need not be earned—it is claimed as a matter of right under the law. The 
employee is not required to render anything (by way of productivity or other- 
wise) to his employer for such an increase. And it is our view that the basic 
principle is the same whether a wage increase is dictated by legislation or by 
governmental intervention in private wage negotiations. We cannot reconcile 
proposals for statutory wage increases (for covered or uncovered employees) 
with the President’s call for cooperation to keep wage increases “consistent 
with productivity prospects.” 

For the reasons set forth above, the National Metal Trades Association respect- 
fully submits that proposals to legislate an increase in wages by extending the 
Fair Labor Standards Act, by narrowing exemptions, or by increasing the rates 
thereunder, should not be enacted. 


NATIONAL METAL TRADES ASSOCIATION 
By: GrorceE J. Eart, Commissioner. 


Mr. A. Reoets Keuttey. Letter of L. H. Lazarus of the Union Furni- 
ture Co., San Francisco, Calif. 
(The document is as follows:) 


THE UNION FURNITURE CoO., 
San Francisco, Calif., March 12, 1957. 
Hon. WILLIAM S. MAILLIARD 
New House Office Building, 
Washington, D. C. 

DeaR Sire: As head of a group of nine furniture stores operating in the San 
Francisco Bay area, I wish to protest the proposed bills before the House which 
would (1) set a minimum wage higher than the present $1 per hour minimum, 
and (2) would repeal or modify substantially the exemption retail business now 
has in the Fair Labor Standards Act. 

We would appreciate your supporting our position on these bills and con- 
veying our opposition to them to any of your friends on the House Labor 
Standards Subcommittee. We feel that we would be severely handicapped by 
such bills and that they should not be passed because— 

(a) Retail business, because of its tremendously varied nature, has 
always been exempted from the Fair Labor Standards Act. 

(b) Retailing, as a local intra-State activity, should not be regulated by 
the Federal Government. We are a local business and it is not proper or 
even constitutional for us to be regulated by the Federal Government. 

(c) We, as individuals, do not by virtue of our wages have any infinence 
on wages paid in other parts of the country, and retailing as a whole should 
not be controlled by a single set of rules. 

(d) To regulate the rate we pay in dollars would not take into considera- 
tion the numerous fringe benefits which all retail employees get. These many 
benefits increase the real wages paid, but do not reflect in the hourly rate. 

(e) As a matter of principle, we express our opposition to the growing 
regulation of local activities by the Federal Government. To pass laws such 
as proposed would only increase this control by the Federal Government of 


_— — 
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matters which are truly local in nature. Administrative complexities keep 
growing and growing, and all too much of our time is spent taking care of 
Federal forms and papers rather than doing business. 

Please accept the above comments in the spirit in which they are given, and 
please do whatever you can to assist us by working against the proposed regu- 
lations. We will indeed appreciate hearing from you as to your attitude on these 
proposed bills. 

Sincerely yours, 
L. H. Lazarus, 
President. 


Mr. A. Recis Ketter. Statement of Ernest Falk, Northwest Horti- 
cultural Council. 
(The statement is as follows:) 


STATEMENT OF BRNEST FALK, NORTHWEST HORTICULTURE COUNCII 
AMENDMENTS TO THE FAIR LABOR STANDARDS ACT 


I am the manager of the Northwest Horticultural Council with offices at 1002 
Larson Building, Yakima, Wash. The council is composed of the following or- 
ganizations of fruit growers and shippers in Washington and Oregon: Hood 
River Traffic Association, Medford Pear Shippers Association, Wenatchee Val- 
ley Traffic Association, Yakima Valley Traffic Association, Washington State 
Apple Commission, Winter Pear Industry. 

The first four associations above listed are composed of growers, packers and 
shippers of deciduous fruits in their respective areas. The council represents the 
growers of practically 100 percent of all apples and in excess of 90 percent of all 
other deciduous fruits grown commercially in the two States, totaling approxi- 
mately 9,000 growers. Thousands of employees are engaged in orchard work, 
harvesting, and preparing the fruit for shipment. 

The Northwest Horticultural Council appreciates the opportunity to present 
for your consideration the views of the deciduous fruit industry of Washington 
and Oregon on the effect of proposed amendments to the Fair Labor Standards 
Act on our growers of apples, pears, cherries, peaches, apricots, and prunes. 

(1) We strongly oppose the elimination of the partial exemption from pay- 
ment of overtime, provided in section 7 (b) (8) for seasonal industries. 

(2) We strongly oppose the elimination of the partial exemption from pay- 
ment of overtime, provided in section 7 (c) for processing, canning, packing, etce., 
agricultural products. 

(3) We strongly oppose the elimination or any restriction of the total exemp- 
tion from sections 6 and 7 provided by section 13 (a) (10) for the packing, stor- 
ing, ete., of agricultural or horticultural commodities within the area of pro- 
duction. 

(4) We strongly oppose any modification or restriction of the present total 
exemption from sections 6 and 7 provided by section 13 (a) (6) for agriculture. 

(5) We strongly oppose the proposals to increase the minimum hourly wage 
to $1.25 per hour or any other sum in excess of the present minimum. 


GENERATI 


The Congress has manifested a concern over the problems of agriculture be- 
cause a healthy and prosperous agriculture contributes substantially to a healthy 
and prosperous economy. In recent months congressional committees have indi- 
cated great concern over the increasing spread between what farmers receive 
for their products and what the consumer pays for them at retail. Each of the 
proposals, to which we object, would increase the farmers’ cost and thus recult 
in a reduction in his presently inadequate income. 

The Congress, when the Fair Labor Standards Act was adopted, held extensive 
hearings and gave serious consideration to the problems of agriculture and 
seasonal industries and wisely provided the exemptions found in section 7 (b) 
(3), section 7 (c), section 13 (a) (6) and section 18 (a) (10). The same 
conditions exist now as prevailed then, insofar as the perishability of fruits and 
vegetables and the requirements of other seasonal industries is concerned. 
One of the objectives of Congress in requiring payment of overtime over 40 
hours per week was to spread out the work and to relieve unemployment. This 
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could be and has been done in industry but it cannot be done in agriculture nor 
in the processing or packing of perishable fruits, where we almost always have 
a shortage of help at peak seasons. 

Hours of work can be regulated in a manufacturing industry; this is not 
true for agriculture and especially that section of agriculture involving perish- 
ables. Fruit must be picked at the proper stage of maturity. It should not be 
picked until it is properly mature; it must be picked before it becomes so ripe 
that it will fall from the tree or cannot be handled without excessive bruising. 

There is not an adequate supply of local labor to handle a normal crop, even 
if long hours are worked. Each year our growers must recruit labor from 
other areas. Mexican nationals have been brought in under the programs author- 
ized by Congress. Transient workers are recruited through various sources. 
Growers must pay a rate for picking sufficiently high to attract these workers. 
In seasons when there is a serious threat that the crop cannot be harvested 
without loss due to overmaturity or potential freezing, the townspeople and 
business men who normally do not participate in the harvest, will go into the 
orchards and pick in order to save the crop. 

Section 7 (b) (8) provides a partial exemption from payment of overtime for 
a period of not more than 14 workweeks in any calendar year for industries of 
a seasonal nature; overtime must be paid for employment in excess of 12 
hours for any workday or 56 hours in any workweek. 

Section 7 (c), insofar as the fresh fruit industry is concerned, provides an 
exemption from overtime for a 14-week period for employees engaged in sorting, 
packing, and preparing our fruit for market. 

The grower, more than the packer or processor, is vitally concerned with 
these exemptions because in our industry, the grower receives the net from the 
sale price—be it f. o. b. shipping point or terminal market—after deducting 
expense of transportation, packing, etc. In other words, the farmer is the one 
who is directly affected by increased costs even though, in the first instance, 
they may be paid by the packer. This may be illustrated by the following ex 
planation of our fruit-packing operation. 

In the Yakima area approximately 40 percent of the apples are handled 
through cooperative packing plants. (In some areas this percentage is even 
higher.) Of the remaining 60 percent, some large growers pack and store 
their own fruit, and do some packing for neighbors. Many small growers will 
have their apples packed and stored through private, independent firms who 
pack for a fixed fee and sell the fruit for the grower under his instructions. 
Many other growers will deliver their fruit to private firms who pool the fruit of 
numerous growers with their own fruit and distribute the net proceeds from 
the pool according to the variety, quality and grade delivered by the individual 
growers. Obviously the grower will bear the burden of increased costs if the 
partial exemptions of section 7 (b) (3) and section 7 (c) are modified. 

Packing of fresh fruits cannot be handled on an &-hour-per-day production 
line as may the manufacture of nonperishable commodities. The fruit must 
be packed and dispatched for market while it is fresh. Employers recognize 


that an excessively long day reduces efficiency, may result in a poorer quality 
7 


pack, and is more expensive, irregardless of the payment of overtime. They 
endeavor, to the maximum extent possible, to keep this under control, but highly 
perishable fruit cannot be packed on an 8-hour-day or 40-hour-week basis. For 
example, the packing house will want to pack enough fruit to finish off loading 
of a rail car so it may be shipped. The unpacked balance of the fruit, in many 
instances, can be held for the next day—but it is important to fill a car and 
get it started for market. 

Payment of overtime above 40 hours per week would obviously increase the 
average packing cost per box. Thus, a plant operator, who is also a grower, might 
be better off financially to refuse to handle some other growers’ fruit in order 
to hold his operation down to 8 hours per day or 40 hours per week. He could 
pack his own fruit at a lower per box rate than cooperatives, who would have to 
nack all fruit brought in by their members, or private plants who would accept 
all fruit offered. The small grower would be discriminated against and in 
seasons when the crop is above average, might be unable to get a packinghouse 
to handle the fruit for the growers’ account. This would mean a great loss to 
the crower, if he had to sell it loose for whatever he could get out of it. 

Repeal of the exemptions provided in section 7 (b) (3) and section 7 (c) 
would impose an unbearable burden upon our fruitgrowers and directly upon 
the economy of our area if increasing costs force growers out of productior 
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Section 18 (a) (10) provides an exemption from the provisions of section 6, 
minimum wages, and section 7, overtime, for “any individual employed within 
the area of production (as defined by the Administrator), engaged in handling, 
packing, storing, ginning, compressing, pasteurizing, drying, preparing in their 
raw or natural state, or canning of agricultural or horticultural commodities for 
market, or in making cheese or butter or other dairy poducts * *” The agu- 
ments hereinbefore set forth with respect to (1) and (2) (p. 4-6) apply with 
equal force to the proposed elimination or repeal of this exemption. 

Section 13 (a) (6) provides an exemption from the provisions of section 6, 
minimum wages, and section 7, overtime, for ‘‘any employee employed in agricul- 
ture or in connection with the operation or maintenance of ditches, canals, 
reservoirs, or waterways, not owned or operated for profit, or operated on a share- 
crop basis, and which are used exclusively for supply and storing of water for 
agricultural purposes.” Agriculture is defined in section 3 (f) of the act to include 
farming, cultivation, and tillage of the soil, growing and harvesting of any agri- 
cultural or horiticultural commodities, and other services performed by a farmer 
or ona farm. 

Several bills, for example H. R. 4575, have been introduced which would sharply 
restrict the present agricultural exemption. Under H. R. 4575 the present 
exemption would be restricted to “(5) any employee employed in agriculture 
during any calendar quarter, by a farm enterprise which used less than 400 
man-days of hired farm labor during each of the preceding 4 quarters other than 
labor performed by members of the family of a farmer-operated enterprise.” 
Pesumably, it was the intent of the drafter of this bill to continue the exemption 
for small farmers but to bring large or corporate farmers under the coverage of 
the act. While the 400 man-days might be the proper criteria for some types 
of farming which have been largely mechanized, this 400-man-day test would 
bring under the coverage of the act the fruitgrowers who operate as little as 
40 acres or less. Harvesting of fruit has not been mechanized. Many man-hours 
are required in picking fruit from the trees and hauling it out of the orchard. 

While it may be the intent of this bill to continue to exempt small growers, as 
a practical matter, this result probably will not be accomplished for another 
reason. Small growers who employ less than 400 man-days of help must com- 
pete in the labor market with the larger growers. Obviously, the small grower 
could not obtain adequate help, in time of labor shortage, if he paid only on 
a straight-time basis and his competitors paid overtime above 40 hours. Thus, 
the small grower would be forced to pay overtime if his larger competitor did so. 

If the minimum wage provisions of section 6 are made applicable to agricultural 
workers, the farmers’ problems will be greatly increased. 

Pickers are usually paid on a piece-rate basis. A good picker will earn $1.50, 
$2, or more per hour. Some, if not most, women wil learn less than $1 per hour 
at the same piece rates. If the hourly minimum is applied to the picking of 
fruit, it would mean that many children, who work during the summer, and 
women who perform this necessary work, would be denied employment because 
the farmer could not afford te pay them a higher per box rate than is paid to the 
average picker. The farmer, to keep his costs uniform, would be tempted to 
recruit more transients and minimize the use of women and high-school children. 

Payment of overtime, in addition to the financial burden, which our growers 
cannot bear, would place a difficult recordkeeping burden on the farmer. Nu 
merous arguments would develop over how much overtime was worked. Pickers 
work hours that are satisfactory to them. They do not all start at the same 
time; they take different lunch periods, which are not of uniform length; they 
quit for the day when they see fit. The farmer now keeps no record of the 
hour when the workers start, stop for lunch, or quit for the day. The picking 
is done on a per box basis and records are kept of the number of boxes picked 
by each picker. Removal of the present agricultural exemption would place a 
severe burden on our growers. 

Frequently an entire family will work in an orchard harvesting the fruit—-a 
man, his wife, and their children during vacation. They all pick together 
emptying their fruit into a common pool, instead of using separate numbers for 
each member of the family. If an hourly minimum is applied to the picking of 
the fruit, it would mean that each member of the family would have to keep his 
fruit separate. Farmers would be faced with the problem of several members 
of a family or even different individuais putting a portion of their picking into 
the boxes of one picker whose earnings would thus be brought even higher above 
the minimum while the earnings of other pickers, who would not take credit 
for some of the fruit they picked, would be below the minimum. The farmer 
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would be hard put to protect himself against frauds of this character. Likewise, 
the farmer would be forced to refuse employment to slow pickers as, for example, 
women and children. Their chance of employment would be restricted to small 
growers not subject to the minimum wage provisions. 

If a farmer is forced to pay overtime after 40 hours per week, he might be 
forced to cause his employees to stop work when they reached 40 hours during 
a week. That employee would then either be out of a job or have to look for a 
new one. Employees thus would bounce around from one job to another or to 
neighbors who could get together and work their crews 4 days of the week 
and then switch crews for the last 3 days. Through this medium, the 40-hour- 
per-week provision could be avoided or evaded. This would be inconvenient 
for both the worker and the grower. Growers and workers alike should not 
be forced to result to devices of this character. Obviously, the workers would 
be injured if their workweek is restricted to 40 hours. Many of them are 
students who work during the summer to pay part or all of the expenses for the 
coming school year. Most seasonal workers are anxious to work as much as 
possible during the season, and more than 40 hours per week, so the loss would 
be inflicted not only upon the farmer but also his employees. 

A number of bills have proposed increasing the hourly minimum wage to 
$1.25 per hour or higher. The present sad plight of farmers generally is well 
known to this Congress. Farmers, after calculating their out-of-pocket expenses 
and making an allowance for depreciation and interest on investment, have been 
earning substantially less than $1 per hour in recent years. Increases in their 
labor costs would further reduce the submarginal income of farmers. 

I have often heard the argument made that the farmer could simply add the 
increased cost onto the price of his goods. While this argument may have some 
logical force when applied to industry, it is not true or correct with respect to 
the fruit and vegetable industry. Growers simply cannot pass their increased 
costs, such as increased labor costs through overtime, on to the consumer. The 
price of fruits and vegetables is determined largely by the law of supply and 
demand, and neither the wholesaler nor consumer is concerned with how much 
it cost the grower to grow and harvest the fruit. Thus the inadequate earnings 
of our growers would be further reduced to the extent that the growers’ costs 
are increased. 


Piece rates. 


Most of our fruit packing, which is presently covered under the law, as well 
as the harvesting of the fruit is paid for on a piece-rate basis. The rates in the 
Yakima Valley are established through bargaining with a labor union which 
represents the packinghouse employees. These labor contracts provide piece 
rates for various operations. Experienced packers of all fruits earn well above 
the minimum—from $1.50 to $2 per hour and up. Almost all packing is done 
by women. An experienced packer will earn more money than men employed 
in the warehouse. 

An adequate supply of experienced packers is not available during cherry 
season. A large number of high-school students work in the packing plants for 
the few weeks of the cherry season. They are needed because there are not 
enough regular fruit packers to pack the cherries as they are picked. Some of 
these high-school youngsters are conscientious and will develop a speed which 
will enable them to earn in excess of the minimum. Others either do not have 
the coordination or the willingness to work at a speed which will earn the mini- 
mum. With a $1-per-hour minimum, employers with a short crop due to a heavy 
tree-kill caused by freezing weather, have been forced to limit employment oppor- 
tunities for a number of these high-school workers rather than pay them a per 
box rate higher than paid the regular packers. This deprives these young people 
of an opportunity to work and to earn money which, in many instances, is used 
in furtherance of their education. 

The average experienced packer will pack 4 boxes of cherries (15 pound, double 
row face) per hour. The inexperienced packer, after an orientation period, will 
pack bout 1144 to 14% boxes per hour. The inexperienced packer will build up 
her speed until at the end of the season, she might pack 2 to 24% boxes per hour. 
Packers in the Yakima area were paid 3714 cents per box last season. The rate 
at present is 40 cents. The average experienced packer would make $1.60 per 
hour. The inexperienced packers (and only a few were hired last year) would 
earn from 55 to 60 cents per hour at the start of the season and from 80 to $1 
at the end of the season, some 3 to 5 weeks later. They must receive at least the 
minimum of $1 per hour. 


ed 
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We ask that Congress amend the law to provide that an employer of piece-rate 
workers will be deemed to be in compliance with the act if the average earnings 
of the employees meet the minimum of $1 per hour or if some certain percentage 
of the piece-rate workers earn the minimum. We feel that a piece rate, which 
enables experienced packers to earn well above the minimum, should be deemed 
to be adequate compliance with the act. Such an amendment would be helpful 
to the industry in that the per-box cost of packing could be kept uniform and 
would permit continued employment of high-school youngsters without penalizing 
the employer. The speed and skill developed by the youngsters could be used in 
future seasons and also to get them started packing fruit other than cherries. 


CONCLUSION 


The proposed amendments, which would restrict the above-mentioned exemp- 
tions, are not in the best interests of the economy of the United States. Removal 
of these exemptions would place an additional burden, both financial and clerical, 
upon the already overburdened farmer whose income per hour of work (con- 
sidering return on investment, depreciation, etc.) is generally less than the hourly 
rate of pay throughout the United States. Under present economic conditions, 
the imposition of an additional financial burden upon the farmer is unwarranted, 
unjustified, and uneconomic. The exemptions—partial or total—currently pro- 
vided in sections 7 (b) (8), 7 (c), 18 (a) (6), and 13 (a) (10) should not be 
further restricted. 


Mr. A. Reots Kettry. A letter of William C. Eckles, Pure Milk 
Products Cooperative, Fond du Lac, Wis. 
(The document is as follows :) 





Pure MILK Propucts Co-OPERATIVE, 
Fond du Lac, Wis., March 26, 1957. 
Hon. LESTER JOHNSON, M. C., 
House Office Building, 
Washington, D. C. 


Dear Str: We strongly oppose amendments to the Fair Labor Standards Act 
that would: 

1. Repeal the present exemptions from overtime pay of “first processing” of 
certain agricultural commodities including milk, buttermilk, whey, skim milk, 
and cream into dairy products. 

2. Repeal the present exemptions from the minimum wage rates and overtime 
provisions in the case of employees within the “area of production” who are en- 
gaged in certain operations including the making of cheese, butter, and other 
dairy products. 

3. Modify the present exemptions from the minimum wage rates and overtime 
provisions in the case of employees engaged in agriculture. 

We would greatly appreciate it if you would contact the Subcommittee on 
Labor and Public Welfare and encourage them to turn down amendments that 
would jeopardize the operation of our Wisconsin dairy plants as indicated by 
the proposed changes mentioned above. 

We strongly feel that the changing of these wage-hour regulations would in- 
crease costs of dairy products and reduce producer returns for milk. 

Thanks for any help you can give on the matter. 

Sincerely, 
Wm. C. EcKtes, General Manager. 

Mr. A. Rees Ketiry. Letter of Ned Shott, Daily Telegraph Print- 
ing Co., Bluefield, W. Va., respectfully referred by Hon. Elizabeth 
Kee. 

(The document is as follows :) 

DaILty TELEGRAPH PRINTING Co., 
Bluefield, W. Va., March 28, 1957. 
Hon. ErizanetH Keer, M. C., 


House Office Building, 
Washington 25, D. C. 
Dear Mrs. Kee: There is before the House and Senate some proposed amend- 
ments to the wage-hour law which would directly affect newspaper carrier boys 
and boys selling newspapers on the streets, If the propose_ amendments pass, 
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no boy under 16 would be allowed to engage in either of the above-mentioned 
classifications. 

The experience over a great number of years by this newspaper and all other 
newspapers in small- and medium-size communities has been that the selling and 
delivering of newspapers has provided a healthy and profitable outlet for the 
normal energies of young people. I am told that a large number of the men 
who have served with distinction in both the House and the Senate operated 
their first business and made their first income by selling newspapers or deliver- 
ing a route, I know that a large number of the successful businessmen in our 
community delivered or sold this company’s papers in their youth. Recently 
our carriers have not been limited to the young men alone but we now have 
several young ladies who find this an interesting way to make some additional 
spending money. I am certain that among your vast acquaintances there are 
any number of examples of outstanding citizens who started their careers as 
newsboys. 

One of America’s outstanding problems at this time centers around juvenile 
delinquency. We are proud to say that to the best of our knowledge no carrier 
boy for our newspapers has ever been arrested or held for juvenile action while 
he was a carrier boy. This in itself would appear to me to be the strongest 
argument for continuation of the existing rules. 

I am speaking here primarily of the small- and medium-size communities, It 
is very possible that the situation would be different in larger communities—I 
have no information on them. 

It is my sincere hope that you will exert your great influence to see that our 
young men and young women continue to have an opportunity to begin their 
business careers as young merchants for the newspapers of America. 

Sincerely, 
Nep Snort, General Manager 


Mr. A. Reets Kerry. Letter of A. H. Hughey, New Bern, N. C 
respectfully referred by Representative Graham Barden. 
(The document is as follows :) 


NEw BERN, N. C., March 11, 1957 
Congressman GRAHAM A. BARDEN, 
House Office Building, 
Washington, D. C. 

DEAR CONGRESSMAN BARDEN: The writer is a retailer and citizen of New 
Bern. The present drive by labor organizations to have Congress do away with 
exemptions of the Fair Labor Standards Act from all retail stores except the 
smallest will: 

1. Result in higher selling prices. Retailers have already absorbed a large 
amount of rising labor costs of manufacturers. Profit margins are already low. 
An increase in price will cause a decrease in business. 

2. To secure help the small exempt employer will have to pay the going rate 
In practice the Law will apply if he is to remain competitive. 

3. A great many of us feel this is a prerogative of the State and should not 
be assumed by our National Government. 

The writer respectfully asks that you consider the above and take the position 
that retailing is local in nature. That it should not be regulated by Federal law. 

Yours truly, 
A. H. HuGHey. 


Mr. A. Reots Ketiey. Statement of the Laundry Workers’ Inter- 
national Union. 
(The statement is as follows: 


STATEMENT OF HERBERT S. SHOCKNEY, DIRECTOR OF RESEARCH AND EDUCATIOD 
LAUNDRY WORKERS’ INTERNATIONAL UNION 


The Laundry Workers’ International Union represents over 93,000 members 
employed in laundries and dry-cleaning establishments. Our organization has 
a vital interest in minimum-wage legislation because many of our members 
receive substandard wages. 

On the basis of questionnaires returned early this year from 20 percent of 


our locals, representing 16 percent of our membership,’ I can say that appro: 


1 See exhibit A. 
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mately 25 percent, or 23,000 of our membership, receive less than $1 per hour.’ 
Furthermore, 8 percent, or 7,500 of our members, did not receive overtime pay 
after 40 hours per week. There are approximately 500,000 employees in laun- 
dries and cleaning and dyeing plants throughout the United States. If we 
apply the same percentages to the entire industry, we discover that 125,000 
laundry and dry-cleaning workers receive less than $1 per hour and 40,000 
do not receive overtime pay after 40 hours. Accordingly, the number of em- 
ployees in the industry receiving less than $1 per hour is probably nearly 200,000 
workers because only a small percentage of our membership is in the South where 
wages are extremely low. 

It is important to point out here why laundry and dry cleaning workers, even 
though they are members of a union, have been unable to establish a $1 an hour 
minimum through collective bargaining. The employees are not highly skilled 
and are very dependent upon their small weekly wage to make ends meet. 
There is a high percentage of women employees in the industry. Because they 
are so dependent upon their weekly paycheck and because of their fear of being 
unable to secure other employment, they are reluctant to strike for fear of losi 
what little they do have. In other words, they are unable to exercise their ful! 
economic strength and are satisfied to accept what they can obtain at th 
bargaining table without striking. 

Many States have State minimum wage laws. Seventy-four percent of our 
members, covered by the replies to the questionnaire, are covered by such State 
laws. However, the attached table of minimum-wage laws applying to the 
laundry and dry cleaning industry show how inadequate and unrealistic these 
State laws are in view of the present cost of living.” 

The total receipts of laundry and dry cleaning services are nearly equal to the 
receipts of all amusement industries in the United States and compare favorably 
with all hotels, excluding tourist courts. According to the 1948 Census of 
Business, receipts of cleaning and dyeing plants ($844,357,000) and laundries and 
laundry services ($1,257,987,000) totaled $2,102,344,000. Total receipts of all 
amusement industries, including motion picture theaters, in 1948 was $2,349.,- 
601,000. Total receipts of hotels, excluding tourist courts, in 1948 was 
$2,172,756,000. Between 1948 and 1953, there was a 40 percent increase in 
receipts of cleaning and dyeing plants and a 7 percent increase in receipts of 
power laundries. (The laundry and laundry services listed above include receipt 
of laundry services other than just power laundries. ) 

Here is an industry, which when all the individual segments are added up, 
has a very significant impact upon the economy of the Nation. The employees 
of this industry should not be neglected by the Congress simply because they 
are employed in establishments which individually are small in comparison with 
manufacturing industries. The laundry and dry cieaning workers who are 
receiving substandard wages are, in effect, subsidizing the people who utilize 
laundry and dry cleaning services. 

I feel sure that many conscientious laundry and dry cleaning owners deplore 
the fact that competition forces them to pay substandard wages to continue i 
business. The Laundry Workers’ International Union believes it is time 
establish competition in the industry on the basis of managerial skill rather than 
upon the greatest degree of exploitation of the workers. 

Many people, who are in sympathy with higher minimum wages, are gen 
uinely concerned about the possibility that the extension of coverage of the Fair 
Labor Standards Act would be another inflationary pressure in our economy. In 
order to allay these fears, I am attaching a copy of a study made by the 
Women’s Bureau in 1945 of the relationship between wages and prices in the 
laundry industry. This study was published under the title, “Women Workers 
in Power Laundries,” Bulletin No. 215.4 Although the study was made in 1945, 
I have made small sca i 





is 


le studies from time to time of wages and prices since 
1945. In none of these studies was there any consistent relationship between 
wages and prices. Some areas that paid low wages were receiving as high 
price for the laundry services as areas that paid higher wages. Therefore, the 
Laundry Workers’ International Union Goes not believe that establishing 
minimum wage of $1 per hour in the laundry industry will result in any consiste1 
price increases. 


2 Analysis of returns on the basis of areas supplying information compared to th 
distribution of membership shows that the information is representatives of the entir 


membership. See exhibit B. 
* See exhibit C. 
See exhibit D. 
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No statistical tables and no economic dissertation can really tell the full story 
as far as the need to establish a $1 per hour minimum wage in the laundry 
industry. I wish it were possible for the members of this committee to have an 
opportunity to interview some of our members concerning their financial prob- 
lems. I have many letters in my files from individual members explaining their 
situations. I am attaching two photostatic copies of these letters which are, in 
my opinion, typical.’ 

EXHIBIT A 


Summary of wage questionnaires received from local unions by research 
department of Laundry Workers’ International Union 


Number of | Percent of 


members total 
Number of locals answering questionnaire - - ; 41 100 
Number of members covered by locals answering . 14, 948 100 
Classification of members as to hours worked: 
1. Number whose overtime begins after 40 hours per week_-...-...-- 1, 144 8 
Classification of members as to volume of business: 
2. Number employed by employers with a total annual dollar volume of 
500,000 or more . . 7 2, 254 15 
3. Number employed by employers with a total annual! dollar volume of | 
1,000,000 or more 1, 611 ll 
4. Number employed by employers owning chains of more than 4 laundry i 
or dry cleaning establishments 1,722 12 
Classification of members as to earnings 
5. Members earning less than 75 cents per hour 285 | 2 
6. Number earning between 75 cents and $1 per hour 3, 416 23 
7. Total earning less than $1 per hour ahi 3, 701 25 
8. Number earning $1 or more per hour inion at 11, 247 75 
Number of members covered by State minimum wage law i 11, 092 74 
Number of States from which replies were received. Sais ao II he npanitindinien eit 


EXHIBIT B 


Distribution by regions of members covered by replies to questionnaire 


Percentage 


Percentage of mem ber- 
of total ship in zone 
membership | covered by 
replies 
Zone I (Connecticut, Maine, Massachusetts, New Hampshire, New Jersey, 

New York, Pennsylvania, Rhode Island, Vermont 23 13 
Zone II (Illinois, Indiana, Iowa, Michigan, Minnesota, Nebraska, North 

Dakota, Ohio, South Dakota, Wisconsin 38 8 
Zone III (Alabama, Delaware, D. C., Florida, Georgia, Kentucky, Mary- 

land, Mississippi, North Carolina, South Carolina, Tennessee, Virginia, 

West Virginia 4 2 
Zone IV (Arkansas, Kansas, Louisiana, Missouri, Oklahoma, Texas ) 35 
Zone V (Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, Utah, 

Wyoming 2 42 
Zone VI (California, Oregon, Washington 24 26 

Total , i 100 | 17 


6 See exhibits E and F. 
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EXHIBIT C 


Table of State minimum-wage laws affecting laundries and dry cleaning 


State 


Arizona 
Arkansas 
California 


Colorado 
Connecticut 


Delawari 
District of Columbia 


Florida. . 
Georgi 
Idaho 
Nlinois 
Indiana 
lowa 
Kansas 


Kentucky 


Louisiana 
Maine ! 
Maryland 
Massachusetts 


Michigan 
Minnesota ent 


Nevada 
Nebraska 

New Hampshire 
New Jersey 
New Mexico 
New York 


North Carolina 
North Dakota 


Ohi 


Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 


Tennessee 
Texas 
Utah 


Vermont. 
Virginia 
Washington 
West Virginia. - 
Wisconsin 


Wyoming 


Laundry 


652 cents 

$1.25 per day 

75 cents an hour; 60 cents an hour for first 200 hours; 
75 cents for split shift. 

Zone A, 80 cents; zone B, 70 cents; zone C, 60 cents 

75 cents an hour after Oct. 1, 1951 





None 

75 cents an hour; $30 for 24 to 30 hours; 75 cents for 
split shift. 

None 

None 

75 cents 

District 1—-28 hours, $11.20 week; district 2—25 
hours , $10 week; district 3—23 hours, $9.20 week 

None 

None 

None 7 

Zone 1, 28 cents; zone 2, 25 cents; zone 3, 2244 cents; 
zone 4, 20 cents. 

None 


None 
80 cents an hour 


None 


Cleaning and dyeing 


60 cents. 
Same as laundry 
Do. 


Do. 
75 cents an hour; 70 cents 
first 225 hours 


None 


| Same as laundry. 


None. 
Do. 

Same as laundry. 
Do, 


N ne, 
Do, 
Do. 


| Same as laundry. 


Class A, 85centsanhour. Cities of 50,000 or more. | 


Class B, 79 cents and hour. Cities of 25,000 to 
50,000. Class C, 75 cents an hour. Cities of 
5,000 to 25,000. Class D, 70 cents and hour 
Cities of less than 5,000. 

8746 cents. 

None 

60 cents, experienced 45 cents, learners 

85 cents an hour; 80 cents, clerical 

50 cents 

Zone 1, 75 cents; zone 2, 70 cents 


None 

$24 a week with laundry privilege at 3344 percent, 
not to exceed $5. 

27% cents an hour at 45 hours or $12.38 


None 
60 cents an hour 
27 cents an hour 
70 cents, experienced; 65 cents, apprentice 
None ; 
$15 per week in cities of 2,500 or more; $12 per week 
in cities less than 2,500. 
None 
do 
Zone 1, 75 cents; zone 2, 70 cents 


None 
do 
65 cents an hour.. 
None 
70 cents in villages and cities of 3,500 or more; 60 


cents in villages and cities of more than 1,000, | 


but less than 3,500; 50 cents elsewhere in State. 
75 cents - . ee: canst caieitity aguas 


1 Not applicable to laundry and dry cleaning. 


ExuHIsIt D 
PRICES AND EARNINGS 


OVERALL RELATIONSHIP 


None, 


Do. 

80 cents, over 320 hours 
experience; 75 cents, less 
than 320 hours’ exper- 
ence, 

None. 


Same as laundry. 


Do. 
None. 
Same as laundry. 
Do. 
Do 
80 cents, experienced; 75 
cents, apprentice. 
None. 
Same as laundry. 


| 35 cents an hour at 40 hours 


or $14 per week. 
None. 
Same as laundry. 
None. 
Do, 
Do 
Same as laundry. 


None. 
Do. 


Zone 1, 80 cents; zone 2, 


75 cents. 
None. 
Do. 
Same as laundry. 
None. 
Same as laundry 








Do. 


In order to determine the exact relationship between prices charged the cus- 
tomer and earnings received by employees, it would be necessary to convert all 
prices in an establishment, on the basis of business done at each price, into a 


single price unit comparable to what the average hourly earnings figure repre- 
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sents for employees’ wages. To secure this type of information would have 
required far more intense study of each individual plant than was undertaken 
in this survey. Some general and rather crucial conclusions can nevertheless 
be drawn from the available information. 

Although, on the whole, there was a slight tendency for higher prices to ac 
company higher earnings, so many laundries deviated from this tendency as to 
warrant the conclusion that higher prices were not an inevitable concomitant 
of higher earnings. 


DEVIATIONS FROM OVERALL RELATIONSHIP 


One has only to compare the lack of wage standardization within a city with 
the highly developed price standardization to realize that many laundries pay- 
ing lower wages than others capitalize on the advantage of charging the same 
prices. In practically every city large enough to support several laundries, 
some establishments paid higher wages without charging higher prices than 
competitors in the same city. To allow some employers to undercut wages 
while adhering to the city’s standard prices constitutes unfair competition. 
Such practices are a constant threat not only to wage standards but also to the 
industry’s stability. 

Observations of the earnings and prices actually in existence among com 
peting laundries in the same city demonstrate that good wage standards do 
not inevitably mean high prices. Efficiencies in management and operating 
methods and increased productivity can often enable employers to pay adequate 
wages without proportionate increases in prices. While sometimes higher earn 
ings were reported in laundries quoting higher prices, it was not uncommon 
to find that higher earnings went hand in hand with lower prices. 

In addition to the wage-price situation within a city, the relationship between 
one city and another should be considered. Such a city-to-city comparison lends 
supporting evidence to the observation described previously, that higher earnings 
do not necessarily cause higher prices. Sometimes they went together, but 
practices in several cities prove that they need not For example, prevailing 
prices for each of the 3 services studied were identical in 2 South Carolina 
cities, but in one of them, Charleston, the 84-cent average earnings of women 
workers were 7 cents higher than in the other—Spartanburg. Even more con- 
clusive is evidence provided by the cities in which prices were lower but earn- 
ings higher than in the others. Prices in both Springfield, Mo., and Portsmouth, 
Va., were substantially lower than in Wilmington, N. C., but women’s earnings 
were considerably higher. Similarly, Jacksonville, Fla., charged less and wome! 
earned more than in Greenville, 8. C. 





EARNINGS IN SPECIFIC OCCUPATIONS RELATED TO PRICES 


Further evidence that prices do not always reflect wages was found in com 
paring prices for 2 services with earnings in ccupations—earnings which 
might be expected to influence price. The list price of shirts was compared 
with earnings of shirt operatives, and the pound price of family finish was 
compared with earnings of machine pressers, who finish the wearing apparel 
in family-finish bundles. It is recognized, of course, that even in plants or in 
dustries of relatively well rationalized price structure unit labor costs of a 
specific item are not necessarily covered by the price of that item but, instead, 
may be defrayed, for a variety of reasons, by prices of other items. Despi 
this accepted business practice, it is nonetheless striking to observe the rela- 
tively minor influence earnings in these occupations exercise on price 

Within each region earnings tended somewhat to be higher in laundries 
quoting higher prices. More significant, however, are the marked variations 
in earnings in laundries charging the same price 

Tables 10 and 11 group those laundries quoting the same price for a service 
and show the differences in earnings in these same laundries. For exampl 
midwestern laundries charging a 15-cent list price for shirts reported average 


+ 
I 


t 








I bh 
hourly earnings of shirt operatives ranging from a low of 34% cents in one 
laundry to a high of 57% cents in another Compare this with the Sontheas 

Here, laundries charging the same price, 15 cents, showed shirt operatives’ 
earnings which averaged only 19 cents in one plant but climbed all the way w] 


to 68 cents in another.. The variations in earnings among laundries charging 
another popular price, 16 cents, were just as striking, if not more so 
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The same observation holds true when earnings of machine pressers are 
examined in relation to the pound price of a family finish bundle. 

Admittedly, the entire problem of establishing a rational relationship between 
prices and wages does not yield itself readily to quick solution of ABC simplicity. 
Worthy of mention is the future course suggested by one industry spokesman in 
a manual written to guide war veterans interested in establishing a laundry. 
Glancing at the industry’s postwar problems, this spokesman looks toward a 
period of lower prices, a fair profit, and a 60-cent minimum wage for women 
workers.. (Women Workers in Power Laundries, U. 8S. Department of Labor, 
Women’s Bureau, Bulletin No. 215, p. 39.) 


EXHIBIT D 


TABLE 10.—Comparison of average hourly earnings of women shirtline operatives 
with list price of shirts, by region * 
MIDDLE WEST 








Number of plants in which list price of shirts was 
| Number 
Average hourly earnings if plants 
reporting 11 1214 13 14 15 16 18 19 XH) 25 
cents | cents | cents | cent cent cents | cents | cents | cents | cents 
All plants 78 1 8 2 10 24 23 7 1 1 1 
Percent distribution 100 l 10 3 13 31 30 9 1] 1 1 
4 verage hourly earnings $0.53 '$0.45 |$0.51 |$0.48 |$0.51 |$0.44 |$0. 64 [$0.53 1$0.49 |$0.55 | $0.80 
5, less than 20 cents 
20, less than 25 cents 
25, less than 30 cent 
), less than 35 cents 1 l 
} ; than 40 cents 9 l l l 6 
less than 45 cents 12 l l 9 6 | 1 
ss than 50 cents 18 5 5 3 3 | 
50, less than 55 cents 7 3 | 2 ] 
. less than 60 cent 9 l 3 7 2 ] 
less than 65 its 10 1 1 1 ( 1 
65, less than 70 cents 3 1 1 | 
70, le han 76 s l l 
7 le than 80 { ; l 
‘ han 85 cent 2 2 
x t OM) ) 9 
OUTHEAST 
Number Number of plants in w *h list price of shirts was 
f plants 
Average 1 i I report 
ng 1 1] 2 } 14 ! lf 7 18 19 
( ts | cents) ¢c S nt 
7 v2 l 74 ~ ? 1 
I ) ] ] 54 | 
\ . ¢ 0. 39 l i iSO. 4 > > > 
} } $ y 
* + 
{ { 2 
‘ 1 
4 
1 
’ r t 
1 ! 
t » 
1 
2 \ ‘ ' . iy ry ‘ } | —— 
p. 4 
See Victor Kramer, Establishing and Operating a Laundry U. S. Department of 
Commerce, Bureau of Foreign and Domestic Commerce. U.S. Government Printing Office 


Washington, 1946, pp. 189, 190. 
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TABLE 11.—Comparison of average hourly earnings of women machine pressers 
with price per pound of family-finish service, by region’ 


Average hourly earnings 


All plants 


Percent distribution 


Average hourly earnings 
20 cents-- 


15, less than 
20, less than 
25, less than 
30, less than 
35, less than 
40, less than 
45, less than 
50, less than 
55, less than 
60, less than 
65, less than 
70, less than 
75, less than 
80 cents and 


Average hourly earnings of plants 


All plants 


25 cents 
30 cents 
35 cents 
40 cents 
45 cents 
50 cents 
55 cents 
60 cents 
65 cents 
70 cents 


75 cents__- 
80 cents..... 


over... 


| | 
| Number} 11, 
lreporting 12 


MIDDLE WEST 


dae oe ok ed ek 


of plants | under) under) under|under| under/under|under| 18 


| 13 14 15 16 | 17 


az ot 20, 
under! 21 
18 cents 21 cents 


cents | cents | cents | cents | cents | cents | cents cents 


52 1 


100 
$0.49 |$0. 4 


> “Ibo 


17 1 


be CO 


- bh 


Nu 


eT 


reporting 


3 2 
6 4 23 15 10 
4 


$0.36 [$0.34 |$0.43 |$0. 55 | $0. 46 


SOUTHEAST 


lt, ll, 12, 13, 14, 


under} under! under) under! under 


J ll 12 13 14 15 


cents | cents | cents | cents | cents 


12 8 | 5 | 


l gy 
2 17 


17 
$0.45 |$0. 58 |$0.47 > $0. 64 


= DO 


Percent distribution 10K . 6 
Average hourly 


15, less 
20, less 
25, less 
30, less 
35, less 
40, less 
45, less 
50, less 
55, less 


than 20 « 
than 25 cents 
than 30 cents 
than 35 cents 
than 40 cents 
than 45 cents 
than 50 cents 
than 55 cents 
than 60 cents 








60, less than 65 cents 
65, less than 70 cents ] 
70, less than 75 cents 


75, less than 80 cents 1 l 
80 cents and over 


1 Based on prices quoted for pick-up and delivery service 
Source: Women Workers in Power Laundries, U. 8. Department of Labor, Women’s Bureau, Bulletin 
No. 215, p. 42. 
ExHIBIT E 


LAUNDRY WORKERS INTERNATIONAL UNION, 
LocaL No. 249, 
February 4, 1957. 
Mr. HERBERT SHOCKNEY, 
Director of Research and Education, 
Indianapolis, Ind. 

Deak Mr. SHOCKNEY: I’m sorry I didn’t mail this questionnaire sooner, but I 
waited until we held our meeting and we held quite a discussion and practically 
all our members are writing to our Congressmen to try to get the laundry 
workers covered by the $1 per hour rate. The 25 girls make 60 cents per 
hour. Eight men 83 cents and the maintenance man makes a little more tham 
$1 per hour. Our overtime rate is after 8 hours per day. 

Fraternally yours, 
HazeEL Peters, Secretary, Local 249, 


Exuisir F 


Dear Stk: I am a laundry worker. I press pants. And I make 75 cents an 
hour. The reason I am writing you is because I wish I could make more. 


Te 
in 
ju 


m 
pl 


he 


m 


pr 
li 


0) 
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The reason I am the mother of six kids, that I have to support with no help 
including pay my rent, buy food and clothing for them. And sometimes I make 
just enough to pay my rent for the week, because I don’t work long hours. I 
was on the relief but they cut me off. Hope that you will help me, and it 
will take effect soon. 
Sincerely yours, 
ELIZABETH AMOS. 
Local 140, Akron, Ohio. 


(Supplemental information relative to the relationship between 
wages and prices in the laundry and dry-cleaning industry, submitted 
by H. S. Shockney, Laundry Workers’ International Union, follows :) 


{The International Laundry Worker, May 1957] 
LAUNDRY WAGES Do Nor DETERMINE PRICES 


sy Herbert S. Shockney, Director of Research and Education, Laundry Workers’ 
International Union, AFL—CIO 


Have you ever been on your local union negotiating committee? If so, how 
many times have you heard the boss say, “If I raise wages, I'll have to raise 
prices. Then people will do their own laundry and I'll have to close my doors.” 
Chances are you were even offered the key to the laundry if you could show him 
how he could pay higher wages without raising prices. 

Sometimes I think the laundry owners have told that story so often they 
believe it themselves. They are not alone, however. Nearly every day you 
can pick up a newspaper and read how wage increases are solely responsible for 
the increases in the cost of living. I imagine this is supposed to distract our 
attention from the profits the big corporations have been making and cause the 
consumer to blame unions for all the increases in prices. It’s the same technique 
we used for a prank when we were kids. Remember how funny it was to hold 
a stiff finger pointer near some classmate’s cheek and shout, ‘Look there.” Re- 
member how surprised the unsuspecting victim was when he looked only to get 
poked with a finger when he turned his head? Sure it was kid stuff, but the 
newspapers still use it—only it isn’t funny anymore. 

On March 6 I appeared before the Senate Subcommittee on Labor to testify 
on behalf of extending the coverage of the minimum wage of $1 per hour to 
laundry and dry-cleaning workers. One of the questions which the Senators 
asked was whether or not laundry and dry-cleaning prices would be increased as 
a result. I explained that there might be some price increases blamed on such 
an extension, but that there was no consistent relationship between wages and 
prices in the laundry and dry-cleaning industry. This statement was no mere 
supposition on my part. It was based on the knowledge that there have been 
many studies made of wages and prices in the laundry industry. Some of these 
studies showed a tendency for higher prices to accompanying higher earnings, 
but there were too many exceptions to justify a conclusion that high prices indi- 
cate high wages. 

Senators Kennedy and Morse requested me to provide the committee with 
specific information on wages and prices in the laundry and dry-cleaning in- 
dustries. I immediately prepared a questionnaire to our local unions to obtain 
this information. The information thus obtained shows graphically that there 
is no direct relation between wages and prices. The accompanying charts really 
need no explanation. 

Milwaukee, Wis., charges the highest price, 21.8 cents per pound for flatwork, 
while 17 cities have a higher contract minimum wage rate for flatwork operatives. 

In Minneapolis, Minn., the list price for finished shirts ranges from 21 cents 
to 28 cents per shirt. Thirteen cities charge more than 28 cents and have a 
contract minimum wage rate lower than the 1.06 per hour in Minneapolis. 
Twenty-four cities charge more than the 21 cents and have lower wage rates 
than Minneapolis. 

The lack of correlation between wages and prices is even more apparent in dry 
cleaning than in the laundries. Here we see variations in the price for a man’s 
suit within the same city. In Portland, Oreg., there is a variation of 1.36 per 
suit with a contract minimum of 1.50 per a for press operators. The price 
for cleaning and pressing a suit in Bismarck, N. Dak., is 1.50 per suit although 
the contract minimum wage rate for press aeetens is only 60 cents per hour. 
Thirty-five cities pay higher wages, yet charge the same or less per suit. Vallejo, 
Calif., pays 1.40 per hour more than Bismarck, yet charges the same price. 
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COMPARISON OF CONTRACT MINIMUM HOURLY WAGE RATES 
OF SHIRTLINE OPERATIVES WITH 


LIST PRICES OF LAUNDERED SHIRTS, BY CITIES 








are CONTRACT a - LIST PRICE OF FINISHED SHIRT (CENTS) 
MINIMUM = 1g) 19 | 20 21| 22 | 23| 24| 25| 26 27; 28) 29, 30) 31) 32/33 | 34| 35| 38 | 37| 38 
Ooklond, Cal. siads leno M loch] nna] dcuhcgalesidl onchotel metd bbklocstacel Xf 
Detroit; Mich:......<...; 1.25 X | 
Son Mateo, Cal........| 1.2342 Ie fase) ccckees] sed nce] ood] coc] aie] adsl ong ennlesalacctaan! Xf 
Spokane, Wash... 1.21% RE ticalpachsenlaesl sobtecaleoninesiooel Of 
Vallejo, Cal. 1.204 xX 
San Jose, Cal. 1.20 X 
Seattle, Wash. 1.18 x 
Bellingham, Wash. 1.14% x 
Tacoma, Wash. 2 xX 
Everett, Wash. KI2 xX 
Son Bernardino, Cal. 1.10% X 
Astoria, Ore. 1.10 4 
Ancconda, Mont. 1.1 4 
Portland, Ore. 1.09 Y hk tit iontonet nest it 
Klamath Falls, Ore... 1.09 X 
Duluth, Minn.......... 1,07 X 
Yakime, Wash. 1.06 xX 
Minneapolis, Minn. 1.06 XK | ann non ene ooejnneinne, X 
Fresno, Cal. 1.05 x 
Coos Bay, Ore. 1.05 xX 
Aberdeen, Wash. 1.05 x 
Des Moines, lowa 1.02% X 
Peer: KD. idee ass 1.01 X 
Eugene, Ore. 1.00 x | 
Denver, Colo... 1.00 X |---| --- x 
RG Makiicics #5. 2x 1.00 Xx 
Pocatello, lowc. . 95 X |---|---) X 
Cleveland, Ohio.... 95 XK non wae ene! one ooe/coeieee} X 
Gory, Ind. ‘ere 94 OF | ested dcial nel oishowel Ot 
Wausau, Wisc. 93 x 
Milwaukee, Wisc ; 92 X 
Salem, Mass 91 x 
Peoria, Ili 91 xX 
Miles City, Mont. .88 XK [owe] ene) con one) nn! nnn! noel enn/ noe! X 
Cincinnati, Ohio : .86 X j---/---! ) 
Peru, ind ; 85 x 
Bend, Ore. 85 X 
St. Louis, Mo. B84 x 
Portsmouth, Ohio 81 XK fone] K jannlace}ece/ soe coe! aoe) X 
Springfield, Mo . 76 x 
Akron, Ohio 75 Xx 
Princeton, W. Va. 62 X |---| 20) ---'---) X 
omerset, Ky. .60 X 
Bismarck, N. D. .60 y 


NOTE: Dotted line represents rar ge of prices within the same city 
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COMPARISON OF CONTRACT MINIMUM HOURLY WAGE 
RATES OF FLATWORK OPERATIVES WITH LIST PRICES 
OF FINISHED FLATWORK LAUNDRY, BY CITIES 





city 


Everett, Wash. 
San Jose, Col. 
Vallejo, Cal. 
Tacoma, Wash. 
Duluth, Minn. 


Yokima, Wash. 


San Bernardino, Cal. 


Aberdeen, Wash. 
Minneapolis, Minn. 


Des Moines, lowa. 


Fresno, Cal. 
Eugene, Ore. 
Coos Bay, Ore. 
Buffalo, N. Y. 
Baker, Ore.. 


Anaconda, Mont. 
Denver, Colo. 
Milwaukee, Wisc. 
Salem, Mass. 


Wausau, Wisc. 


Gary, Ind. 
Peoria, Ill. 
Peru, Ind. 
Lorain, Ohio 
Detroit, Mich. 


Cleveland, Ohio 
Bend, Ore. 
Cincinnati, Ohio 
Portsmouth, Ohio 
Akron, Ohio 


St. Louis, Mo. 
Youngstown, Ohio 
Springfield, Mo. 
Princeton, W. Va. 


Galveston, Tex. 


Somerset, Ky... 
Bismarck, N. D. 


CONTRACT PRICE PER POUND OF LAUNDRY (CENTS)* 





MINIMUM 4) 6) 7 | 10) 02) 12) 93) 941945) 15 | 16 | 17 |17.8) 18 195) 20 20.5 21.5 21.8 
$1.13 x 

1.12 x 

1.11 xX 


04 X 
1.07 X 


1.06 X 

1.05 x 

1.05 x 

1.03 | xX 
V.O2Y_ | X jnnn| woe) wnw! ane ene ene! X 


102% | X 

1.00 x 

1.00 X 

1.00 X 
1.00 xX 


1.00 | Ix 

97 x 

92 x 
91 x 

91 x 


.90 x 
.88 X 
85 x 

85 X 

85 x 


85 x 

85 X 

83 xX 

.80 X 


78, X ---| X 

de X 
71 

.62 X 

.62 X 


.60 X 
.60 xX 





* Based upon a 10 Ib. bundle. 


NOTE: Dotted line represents range of prices within the same city. 
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COMPARISON OF CONTRACT MINIMUM HOURLY WAGE RATES M 
OF PRESS OPERATORS WITH LIST PRICES 
FOR CLEANING AND PRESSING MEN’S SUITS, BY CITIES 
CONTRACT LIST PRICE OF MAN'S SUIT CLEANED AND PRESSED (DOLLARS) ci: 
ciTY - pc 
MINIMUM | 59 | 79 | 90 | 85 | 89 | $3 |1,00/1.15/1.25| 1.35] 1.40/1.45| 1.49| 1,50) 1.55) 1.60) 1,65) 1.75| 1.80) 1.85|2.00) 2.25 re 
Vallejo, Cal... $2.00 xX 12 
San Mateo, Cal.. 2.00 PT ok dead Seed aa tieat ane teed 
San Francisco, Cal. 2.00 X | nn enn! enn ne) won| nnn |oen| ne! one|enelene! X a 
Oakland, Cal... 2.00 X | ene) one) one ann) won| nnn |en noon] ene ene one) ennlene one lann|ene|anejene}| X in 
San Jose, Cal. 1.91 OPE temas xX TT 
si 
Seattle, Wash... 1.871 x a 
Los Angeles, Cal... 1.75 X 
Long Beach, Cal. 1.75 X nnn|nna|nne won nnn nnn nnn one one one) X PY 
Spokane, Wash. 1.72 X |--- --- xX is 
Bellingham, Wash. 1.67 V2 xX bi 
Tacoma, Wash. 1.59 4 mH 
Everett, Wash. 1.59 x ir 
Denver, Colo. 1.54 xX 
Lorain, Ohio 1:32 TL odineblaxchccssnst er 
Cleveland, Ohio 1.52 Re liscttctlnas|ntesteceleoslaenlanntonclwostacel eon! a 
Portsmouth, Ohio 1.50 x : 
Portland, Ore. 1.50 XK |oeelooe| ane| ene) ore} ene) mon|own| XK level eoe| oon! ceeleoe|coe|oon| X 
Fresno, Cal. 1.50 x = 
Coos Bay, Ore. 1.50 ) |X ¥ 
Detroit, Mich. 1.46 xX ct 
are, 8,2... ....~) WAS xX m 
Aberdeen, Wash... 1.45 i ecsiemcinesticncisonteoet Oe mT 
Yakima, Wash.. 1.44 x 
Milwaukee, Wisc..... 1.43 xX ti 
Buffalo, N. Y. 1.43 X | eco] con) eee | ann} onn| nnn] aonjene|ane|eoelennjooe! X 
Astoria, Ore... . 1.40 xX 
Kansas City, Mo. 1.37 X |---|---|---|-00}-0-/---) X | T 
Des Moines, lowa 1.35% Flach pactccstaenteesl Oh 
St. Louis, Mo. 195 xX 
Eugene, Ore. 35 xX 
Baker, Ore. 1.35 x | h 
Minneapolis, Minn. 1.34 xX ti 
Anaconda, Mont..... 1.31 X 0 
Kiamath Falls, Ore... .| 1.30 Xx g 
Peru, Ind. 1.25 x e 
Duluth, Minn.. . 1.25 X g 
St. Louis, Mo. 1.24 xX p 
Peoria, Ill. 1.21 x t 
Wausau, Wisc. 1.18 xX t 
Salem, Mass. Lil, xX 
Springfield, Mo. 1.01 X i 
Akron, Ohio 1.00 x a 
Galveston, Tex... . 98 xX - r 
Miles City, Mont... . . .88 xX i O 
Princeton, W. Va. 85 X | one] enn] won| eneleon/ane) X I 
a 
Somerset, Ky. ; 83 xX + 
Bismarck, N. D...... -60 X r 
f 
NOTE: Dotted line represents range of prices within the same city v 


Mr. A. Reais Keiiey. Statement on behalf of the Nationa] Asso- 
ciation of House to House Installment Companies, Inc. 
(The statement is as follows:) 
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MEMORANDUM IN BEHALF OF THE NATIONAL ASSOCIATION OF HouUsSE TO HOUSE 
INSTALLMENT COMPANIES, INC. 


This memorandum is submitted to set forth the position of the National Asso- 
ciation of House to House Installment Companies, Inc., with regard to the pro- 
posed elimination, in whole or in part, of the specific exemptions granted to the 
retail industry and to outside salesmen under the existing sections 13 (a-1) and 
13 (a-2) of the Fair Labor Standards Act. 

The National Association of House to House Installment Companies, Inc., is 
a voluntary national trade association composed of 384 member firms engaged 
in the retail business of direct selling from house to house on an installment basis. 
The member firms are located throughout the Nation and Canada and include 
single establishments, establishments with one or more branches and multiple- 
unit establishments maintaining central offices and warehouses. 

It is estimated that the annual sales of this industry exceed $1 billion. The 
association represents a majority of all established house-to-house sellers in the 
industry and its membership accounts for more than one-half of all sales made 
by the house-to-house installment method. The association estimates that its 
members employ more than 12,000 outside salesmen whose average income is 
in excess of $5,000 per year. 


THE ASSOCIATION’S POSITION 


The association strongly opposes the enactment of any legislation designed to 
eliminate the present retail exemption or the outside salesmen’s exemptions under 
the Fair Labor Standards Act. The association is further opposed to any pro- 
posals which would amend the retail exemption so as to encompass certain assign- 
ments of retailing within the coverage of the act on the basis of annual sales 
volume, the operation of units in several States or by any other arbitrary classifi- 
cation. The association is also opposed to any amendment of the outside sales- 
men’s exemption which would place a floor upon the earnings of outside salesmen, 
so that salesmen with income below the minimum would be covered by the act. 

In essence, the association is in favor of complete retention of the retail exemp- 
tion and the outside salesmen’s exemption in their present farm. 


THE RETAIL EXEMPTION 


THE EXPRESSED INTENTION AND WISDOM OF THE CONGRESS IN ORIGINALLY EXCLUDING 
RETAILING FROM THE PROVISIONS OF THE FAIR LABOR STANDARDS ACT SHOULD 
NOT BE NULLIFIED 


The expressed intention of Congress in initially adopting a Federal wage and 
hour law was to eliminate in industries engaged in commerce, or in the produc- 
tion of goods for commerce, the spread of labor conditions detrimental to the 
maintenance of a minimum standard of living necessary for health, efficiency and 
general well-being of workers, without substantially curtailing earning power or 
employment. 

The need for Federal wage and hour laws stemmed from the inability of the 
States to enact legislation to effectively regulate minimum wages when the 
process of interstate commerce was involved and the recognition on the part of 
the Congress of the need for a national minimum standard of living necessary for 
the health and general well-being of the workers of the Nation. 

The Congress, however, recognized that a Federal wage and hour law would 
in fact have a deleterious effect upon certain occupations and intrastate industries 
and was unnecessary in these areas. One of these industries was and still is 
retailing. The Congress was aware of the essentially local character of the retail 
operation and cognizant of the fact that the evils sought to be eliminated by the 
Fair Labor Standards Act did not stem from the retailing but were directly 
attributable to the manufacturing and producing industries whose goods flow into 
the stream of interstate commerce. Consequently, the exemption granted to the 
retail industry was complete and absolute. The reasons for excluding retailing 
from the coverage of the act still have vital application and apply with equal 
vigor today. 


THE ESSENTIALLY LOCAL CHARACTER AND IMPACT OF RETAILING DOES NOT 
PERMIT REGULATION BY THE CONGRESS 


The essentially local character of retailing and the complete divorcement 
of its operation from the stream of interstate commerce is easily understood 
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and discernible. The retailer, and this is true of even the largest retailer, 
markets his goods in his highly restricted area. His labor costs are subject to 
keen local competition. The wages paid to and the hours worked by his em- 
ployees are entirely dependent on the conditions which exist in his immediate 
local trading area. 

The wide variation in the State minimum wage and hour regulations ap- 
plicable to the retailing industry testify to the variety of conditions existing in 
the States. The variation of the wages and hours in different areas of the same 
State further points up the very diversity of conditions in the individual States. 

The impact of substandard wages in the retail industry of a particular locality 
would not have a disruptive effect upon the wages paid throughout the remainder 
of the States nor would it in any way spread throughout the entire Nation 
through the medium of interstate commerce. The goods which a retailer dis- 
tributes have in most instances been produced and manufactured in industries 
which are covered by the Fair Labor Standards Act. The merchandise in the 
hands of the retailer has finally been removed from the stream of interstate 
commerce. 

On the other hand, the existence of substandard wages and hours in a manu- 
facturing industry in one part of the country has a depressing effect upon the 
entire country and could result in the effective elimination from competition of 
a manufacturer in another section of the country who is unable to secure cheap 
labor. As a result, depressed conditions rampant in one-section spread through- 
out the entire Nation through the medium of interstate commerce. 

This situation gives rise to additional evils. The manufacturer able to obtain 
cheap labor tends to secure domination and monopolistic control in his industry, 
often with the result that the depressed conditions in his area are perpetuated 
and the manufacturers in other sections are forced to withdraw from competi- 
tion. Dislocation of labor and the curtailment of the flow of goods in interstate 
commerce are the inevitable result. The roots of the evil which Congress in- 
tended to alleviate by enacting the Fair Labor Standards Act are imbedded in 
this type of situation. These evils are clearly attendant upon the process of 
manufacture, and, as previously pointed out, in no way arise as a result of con- 
ditions in retailing. 

The constitutional basis for the enactment of the Fair Labor Standards Act 
rests upon the congressional power to regulate industries engaged in or whose 
activities affect interstate commerce. It is clear that variations in local retail 
conditions have no effect upon interstate commerce; that retailing is essentially 
local in character and that if the Congress were to eliminate the present retail 
exemption it would give rise to serious constitutional considerations as to the 
ability of Congress to legislate in this field in the absence of questions involving 
interstate commerce. 


THE REGULATION OF RETAILING IS MORE PROPERLY RESERVED 10 THE STATES 


Currently, 23 States, Alaska, the District of Columbia and Hawaii, have mini- 
mum wage legislation applying to retailing. In almost three-fourths of these 
States and Territories, special minimum wage regulations, tailored to the charac- 
ter and needs for retailing and its employees, now exist. The variations in hours 
of work, in minimum wages imposed, and employment opportunities for students 
and beginners reflect the localized character of retailing and the variations of 
needs and controls considered appropriate to maintain fair working standards. 

Twenty States are giving consideration to the problem of minimum wage and 
hour legislation and the need therefor. Several States have recently increased 
their retail minimums to meet current conditions, others are in the process of 
doing so. We believe that this clearly demonstrates the ability as well as the 
inclination of these States to regulate intrastate and local business as and when 
action is needed. 

To remove the retail exemption and apply a uniform standard to retailing 
would in effect substitute the judgment of a central authority, not only as to 
varying conditions in the 48 States, but to varying conditions in many parts of 
the same State, for the judgment of each individual State as to its own condi- 
tions. Such a situation can only lead to chaos. The wide variation and in fact 
the absence of minimum wage regulations in some of the 48 States is a testi- 
monial to the validity of the retail exemption. 

The imposition of a Federal retail minimum would constitute a direct en- 
croachment not only on the right of the States te regulate their own affairs, but 
a direct attack upon the wisdom and judgment of the citizens of these areas, as 
to the need for such regulation. 
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THE CONGRESS SHOULD NOT ENACT LEGISLATION PARTIALLY COVERING RETAILING 


Various proposed amendments to the Fair Labor Standards Act have in the 
past been introduced with the purpose of dividing retailing by arbitrary methods 
so as to place a segment of the industry under the act while exempting the 
remaining segment. The Congress, however, has always rejected these proposals. 
It has recognized that such proposals would result in administrative chaos and 
would amount to nothing more than attempts to extend Federal control for 
political or other self-serving purposes. 

These varying proposals have attempted to categorize retailing on the basis 
of size determined by a variety of standards. These include sales volume, num- 
ber of units, or the maintenance of units in several States. 

The proposals fail to recognize, however, that regardless of the total annual 
sales volume or the number of units operated by a retail organization, each 
separate unit is an entity unto itself, especially with respect to obtaining qualified 
employees. Both large and small retailers in the same local area compete not 
only in sales, but also in the labor market. Large and small alike compete as 
to wages and hours worked. If the large retailer is covered by the act, he may 
suffer the burden of increased costs while the small retailer remaining exempt 
will suffer from an inability to attract qualified employees. As a result, partial 
coverage of retailing will almost certainly operate to inflict serious damage 
upon the entire industry. 

In substance, partial coverage represents merely a poor compromise created 
by those who recognize the basic validity of the retail exemption but desire, on 
the other hand, to appease those groups to whom they are politically obligated 

THE OUTSIDE SALESMEN’S EXEMPTION 


rHE EXPRESSED INTENTION AND WISDOM OF THE CONGRESS IN ORIGINALLY EXCLUDING 
THE OCCUPATION OF OUTSIDE SALESMEN FROM THE FAIR LABOR STANDARDS Ac'l 
SHOULD NOT BE NULLIFIED 


The Congress, at the time it enacted the Fair Labor Standards Act. recognized 
that certain occupations were not susceptible to regulation by the act. It realized 
that certain job patterns were incompatible with the expressed purposes of the 
act and that to inelude them would be impractical and serve only to create im 
mense administrative problems. The Congress was further cognizant of the fact 
that certain occupations did not need the coverage of the act. This reasoning 
vas then and still is most applicable to the occupation of outside salesmen. 

Furthermore, the Congress realized that the essentially local nature and char 
acter of the occupation of outside salesmen was more properly a subject of 
individual State regulation and that the extension of Federal control within this 
area properly reserved to the States under the Constitution, would raise grave 
constitutional problems. 

THE OccUPATION OF OUTSIDE SALESMEN IS INCOMPATIBLE WITH REGULATION 
UNDER THE FatR LABOR STANDARDS AC 


The outside salesman occupies a unique position in the job hierarchy. The 


manner in which he performs his job, the time during which he works, the 
manner of his Compensation, usnally differentiate him to a marked degree from 
the vast majority of other employees. The nature of the job is such that it 
deserves and was accorded special treatment under the original Fair Labor 
Standards Act 


Hours 


The outside salesman does not work a prescribed shift nor does he have the 
regular hours of other employees. He is not subject to the direct or immediate 
control of his employer in the performance of his work. The time he starts 
work, the number of hours he works and the time when he works are almost 
completely within his discretion and control and cannot be ascertained by outside 
sources or objective methods. He frequently spends considerable time in travel- 
ing to and from his customers. Circumstances may require that he sees his 
customers at unusual times of the day or even in the evening. The very ir- 
regularity of his hours and his job renders his position incompatible with 
coverage under the Fair Labor Standards Act 
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Earnings 


The outside salesman who works on a commission basis does not receive an 
hourly wage rate nor are his earnings computed on a daily, weekly or even 
monthly basis. He is paid directly in proportion to his ability to make sales. 
The association submits that there are no outside salesmen in this industry or 
perhaps in any other industry in the United States who earn less than the 
statutory minimum over a yearly period. On the contrary, outside salesmen 
are paid many times the minimum prescribed by statute. This, notwithstand- 
ing that in all industries there are many factors which tend to reduce the 
income of outside salesmen for short periods of time. A new employee in a new 
territory must build up his goodwill and his customer following and generally 
earns little during these early weeks of initiation. Gradually, however, the 
outside salesman progresses to the point where his earnings become substantial. 
Outside salesmen everywhere make this initial sacrifice and are willing to do so 
in the interest of building up a job with great earning potential. 


Seasonal and other fluctuations 

There are many variables which render the position of outside salesmen in- 
compatible with coverage under the Fair Labor Standards Act. Seasonal fluc- 
tuations are but one. During the summer months, for instance, when many 
customers are away on vacation and business pressures ease, earnings and sales 
are reduced, as they are also in the month following Christmas. Every industry 
has its seasonal fluctuations during which times it is possible for outside sales- 
men whose yearly incomes exceed $5,000 to have their weekly or even monthly 
income drop below the statutory minimum. In many industries, salesmen spend 
many weeks or months taking small sample orders through which they later 
derive substantial compensation and commissions when large reorders are placed. 

In addition, weather frequently produces earning fluctuations. In New Eng- 
land, a snow-bound salesman may not be able to travel extensively for weeks 
at a time and during a severe winter, weeks and possibly months might go by 
during which a salesman might not even earn his basic money. These low in- 
comes would, of course, be made up in the weeks and months that follow. 

The overall job pattern thus discerned is not compatible with regulation under 
the Fair Labor Standards Act. It is the association’s strong contention that 
removal of the outside salesmen’s exemption would lead to administrative chaos 
and would extend illusory protection to a group that does not need protection. 


CONCLUSION 


The National Association of House to House Installment Companies, Inc. 
urges the complete retention of the retail exemption and the outside salesmen’s 
exemption in their present form. Elimination of these exemptions in whole or 
in part is not practical, would afford little protection to the employees in this 
occupation and industry, would raise serious constitutional questions as to the 
power of Congress to legislate in these fields and would constitute an encroach- 


ment upon the rights of the States to regulate their internal affairs. 


Mr. A. Recis Ketiey. A statement of Catherine L. O’Brien, Stanley 
Home Products, Inc., Westfield, Mass. 

(The statement is as follows :) 

Marcu 15, 1957. 

GENTLEMEN: In lieu of testifying before your subcommittee, I would like to 
file this statement. I have had many years of experience in the direct-selling 
field and wish to call to your attention the great threat to that industry and to my 
company in particular of the proposal in some pending legislation calling for 
the elimination of the exemption for outside salespersons from the provisions of 
the Fair Labor Standards Act. 

Stanley Home Products, Inc., of which I am an officer, has extensive manu- 
facturing, managerial, administrative, and distribution operations employing 
about 2,000 people. Stanley’s annual sales have been over $50 million for a 
number of years. On its current and active records it has approximately 30,000 
independent contractors in the United States who sell merchandise manufactured 
or distributed by it. This is the largest group of dealers in the country, we 
understand, selling on the party plan (group demonstrations in homes). Over 
90 percent of these dealers are women, most of them housewives. The great 
majority of all dealers sell only part time. As undoubtedly has been indicated 
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by other representatives of the direct-selling industry, the turnover of dealers in 
the industry is quite rapid. Although these dealers are independent contractors, 
under the common law, for social security and for almost all other purposes, the 
Supreme Court interpretations of the Fair Labor Standards Act to date might 
result in a judicial holding that the dealers are employees of the company under 
that act. 

In view of this widely anticipated judicial result, coupled with the field 
employee sales forces of other direct selling companies, the removal of the outside 
salesmen’s exemption is likely to foist directly or indirectly on this industry an 
administrative and expense burden of keeping voluminous records whose accuracy 
it could not check, and obligate it for minimum wage and overtime payments 
which cumulatively would quickly make operations along present lines un- 
economic. It would be necessary for companies such as Stanley to discontinue 
selling merchandise for resale to the great majority of the dealers and perhaps 
completely change methods of marketing, merchandising, and selling. In any 
case, the overall operation which in the Stanley case now directly benefits 
thousands of dealers, managers, employees, and their families would be reduced 
to one affecting a relatively few. ‘This result could be multiplied many times 
when the whole industry is considered. 

Therefore, I urge the members of the subcommittee to consider and understand 
that the policy and reason behind the original congressional inclusion of the out- 
side salespersons’ exemption in the law are still valid and that a removal or 
repeal of the exemption would cause considerable economic suffering to many 
thousands of people and have a social and economic result quite opposite to that 
intended by the wage and hour law. I respectfully urge that the bills removing 
the exemption for outside salespersons be amended to leave this exemption in 
the law. 

I further understand that some proposal has been made to increase the floor on 
executive and administrative exemptions to $6,000. With this company and 
perhaps others the Wage and Hour Administration has unofficially taken the 
position that its field sales managers are exempt only under the executive or 
administrative exemptions. The company has approximately 300 such managers. 
A number of these make less than $6,000 a year in commissions. The fact that 
they are working in the field relatively unsupervised from a time point of view 
makes impossible the keeping of records which can be checked by the company for 
accuracy. Therefore, these managers cannot be handled under the Wage and 
Hour Law in the way our production, distribution, and other people are. It 
would be uneconomic for this company to continue branches in small or non- 
productive areas if it were necessary to guarantee $6,000 annually to each branch 
sales manager. Therefore, it would be necessary to effect a substantial reduc- 
tion in the number of branch sales managers, which would probably be accom- 
plished by increasing the areas of the more successful managers. It would be 
unfortunate, if the present opportunities had to be denied the people employed by 
the company and their legion of counterparts in other companies. 

The increase to $6,000 of the present floors which, in the case of executive 
exemption, is an increase of over 100 percent, appears quite drastic and in- 
fiexible. Would it not be preferable to continue the present arrangement which 
permits the Administrator to make an exhaustive study of the proper minimum 
and adjust the rate periodically? We urge the subcommittee to reject any 
proposals establishing a statutory minimum, particularly those currently 
suggested for a floor of $6,000. 

Respectfully, 
CATHERINE L. O’BRIEN. 


Mr. A. Reois Ketiey. A statement of Fleetwood M. McCoy, general 
counsel, Fuller Products Co. 
(The statement is as follows :) 


STATEMENT OF FLEETWOOD M. McCoy, GENERAL COUNSEL, FULLER PrRopUcTs Co. 


Fuller Products Co, is an Illinois corporation engaged in the manufacture and 
distribution of cosmetics and allied products on a national scale. It maintains a 
home office in Chicago, Ill., and has branch offices in most of the principal cities 
throughout the United States. In each of its branch office operations through- 
out the United States, the company employs staffs consisting of executives, ad- 
ministrative, and professional employees and throughout its national operations, 
distributes its products through dealers and outside salespersons. 
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OUTSIDE SALESPERSONS 


Through the above-mentioned method of operation, the company has succeeded 
in growing from a small beginning in 1936, which consisted of a small one-man 
operation, to its present national business, consisting of thousands of operating 
personnel. The success of its business has been based primarily upon its creation 
of opportunities for persons to join its sales operations on both full- and part-time 
basis, and where the chief incentive is, exclusively, the earning of commissions 
on volume sales, or through the purchase of its product, at attractive discounts, 
for resale on a volume basis. The company has never found it feasible or prac- 
tical, or even administratively possible, to regulate or require these outside sales- 
persons to work on any wage and hourly basis. To do so would only discourage 
the now untrammeled activities of competent salespersons and encourage in- 
dolence and lack of initiative on the part of less competent salespersons, who use 
the proposed wage-and-hour provisions of the Fair Labor Standards Act, if the 
present exemptions were removed, as a “crush,” and thus price themselves out 
of the ranks of productive labor; for no employer could subsidize outside sales 
personnel at even the minimum standards proposed to be set by the numerous bills 
seeking to amend the Wage and Hour Act by striking out the existing exemp- 
tions relative to this class of employees. 

t should also be borne in mind that a vast majority of outside salespersons 
consist of housewives, persons regularly employed in nonselling jobs who can 
only spend a few hours at a time, and in some cases only a few minutes at a 
time, and at other times which defy any regular schedules. These classes of out- 
side salespersons form the large group of part-time salespersons who form the 
hard core of the direct selling industry. The burden of accounting for the work- 
ing hours of this type of outside salesperson, and the burden of checking, con- 
trolling, and ascertaining, correctly, the wages of this class, to say nothing of the 
stupendous burden of paperwork and recordkeeping involved, would make the 
administration of the proposal to remove the present exemptions from outside 
salespersons utterly impossible to perform. 


EXECUTIVE, ADMINISTRATIVE AND PROFESSIONAL EMPLOYEES 


As aforementioned, Fuller Products Co. maintains branches in most of the 
principal cities of the United States. Its branch office personnel consists chiefly 
of executive and administrative employees who, of course, are far removed from 
any physical supervision that can be exercised by the home office. All record- 
keeping, all questions as to the necessity for overtime, all questions affecting the 
necessity of working a number of days per week in excess of the minimum pro- 
posed by the removal of the present exemptions affecting this type of employees 
and other allied matters, are in the administrative hands and under the super- 
vision of these remote employees of this class. Obviously, it would be impossible 
for the home office to ascertain the accuracy of the time records of this class of 
remote executive and administrative employees. 

Removal of present exemptions now affecting this class of employees would 
render the employer defenseless against fraudulent recordkeeping and other 
iniquitous practices that might render operations of many branch offices extremely 
unprofitable, and therefore, tend to reduce and curtail this type of industry rather 
than to expand it in our healthy industrial economy. 


CONCLUSION 


The business of the Fuller Products Co., as above described, is typical of that 
of a vast number of companies engaged in the direct selling field; and, therefore, 
legislation of this type would have a calamitous effect upon a large segment of 
the country’s industry, and contribute vast increases in the country’s unemploy- 
ment rolls. For the foregoing reason, among others, this company vigorously 
opposes the enactment of any proposals which would extend the coverage of the 
present law, and respectfully urges that the present exemptions in the Fair Labor 
Standards Act, affecting executive, administrative, and professional employees 
and those employed in the capacity of outside salesmen, be preserved in their 
present form. 


Mr. A. Reots Kevury. Letters of Tiller Tie & Lumber Co., Little 
Rock. Ark.: Pfeifers of Arkansas, Little Rock Ark.: and Franke’s. 
Inc., Little Rock, Ark. All three respectfully referred by Representa- 
tive Brooks Hays. 
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(The documents are as follows:) 


TitLeER Tir & LUMBER Co., INC., 
Little Rock, Ark., March 4, 1957. 
Representative Brooks Hays, 
House Office Building, Washington, D.C. 

DEAR REPRESENTATIVE Hays: We are very much concerned about some pend- 
ing legislation that is now before the Senate and House subcommittee in regard 
to removing the 12-man exemption on seasonal forestry and logging exemptions 
of the Fair Labor Standards Act. 

If these exemptions are eliminated, it will drastically affect our woods 
operation in our pulpwood and tie and timber divisions. 

We are sure you appreciate the impact this would have on our business. Our 
operations are subject to weather and other seasonal conditions, The farmers, 
woodlot owners, part-time truckers, and loggers, would be greatly affected by 
all the burdens of recordkeeping, supervision, and part-time work. In fact, it 
would just be almost impossible for them to exist as independent producers 
under such regulations. 

We feel you recognize this problem and we hope you will use your influence 
with the subcommittee in any action they may take. 

Yours very truly, 
W. E. TILver. 


PFEIFERS OF ARKANSAS, 
Little Rock, Ark., March 1, 1957. 
Hon. Brooks HAYs, 
House of Representatives, 
Washington, D. C. 

DeaR Brooks: I am quite disturbed over the hearings that are now taking 
place in regard to extending the minimum-wage law to the retail establish- 
ments. It is my opinion that the question of hourly wage is one that should 
be left to the independent States, since certainly costs of living varies greatly 
in the States themselves, and it is not the original salary but what that salary 
buys that really determines the status and well being of an individual. In one 
of the late issues of Business Week it showed that of all the cities mentioned 
the pay scale in Little Rock was lower than any other city in the country, and 
certainly cost of living in Little Rock cannot be compared to such cities 
as Cleveland, Detroit, Pittsburgh, Philadelphia, New York, ete., and to establish 
a minimum wage for the retail trade in Little Rock on the same basis as in 
the aforementioned cities is certainly unjust and unsound. 

The present administration has been emphasizing the danger of inflation 
and as a result has put into force a very stringent monetary policy to restrict 
such inflation and to keep it under control, and yet with their other hand they 
would add to the cost of retailing that, in the end, results in higher cost of 
living, which would result in still greater inflationary force; and in this I 
cannot see the consistency in their position. 

And to bring it even further home in our own particular instance, a minimum 
of $1 an hour would wreck financially our own institution. It would result in 
an increase of 25 to 30 percent in our salary cost, which already represents 
16 percent of our expense. You having lived in our State, can well understand 
what our being required to pay a colored elevator operator or a colored maid 
$40 a week would do to our entire organization. It is not only the minimum 
wage that would be affected, but it would affect our entire personnel, since 
everybody in a present wage scale would feel that he was entitled to an 
increase based on this minimum and, again, the result to us would be disastrous 

I don’t believe that the retail trade can be considered in the same light as 
manufacturing, because in manufacturing with an increased minimum the net re 
sult is a greater productivity per man-hour, 


a greater use of machinery and : 
saving of people. 


In the retail industry such saving is not possible. nor is such 
increase in productivity possible, due to the fact that it requires so many people 
per square foot of space to service your store and there is no way to get any 
greater productivity out of the people that you have, since they are limited in 
their sales ability to the number of customers that come into the store. 

ven if this would only apply to stores doing from $500,000 to $1 million a 
year it would have the same effect on the entire retail industry, as operators 
of smaller stores are still in a competitive labor market with stores doing over 
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this amount and as a result it could very easily financially ruin many of t 


‘ ‘ . ‘ iit 
smaller independent businesses in this country, and it would be a further trend 
to concentration of big business. 

I am sure that you recognize all the problems involved that we in the retail 
usiness in the South have and the serious effect that such legislation would 
have upon us, and when the matter comes up in Congress I certainly would 
appreciate your doing everything within your power to see that the retail ex 
emptions are still maintained. 

Realizing that you are not on the committee on which hearings are now being 
held, I would greatly appreciate your contacting Committee members and giving 
them this point of view. 

Thanking you, and with best personal regards, I am, 

Sincerely, 
SAM STRAUSS, Preside 


KRANKE'S, ING., 
Little Rock, Ark., February 27, 1957 
Hion. Brooks Hays, 
Re prose niatives’ Office Building, 
Washington, D.C 

DEAR CONGRESSMAN Hays: Newspapers report hearings are being held on 
spreading the coverage of Federal minimum wage to include many workers now 
exempt under the retail and service industries provisions As an entering wedge 
into that local field Some proposals would include for now only larger concerns 
with a hundred or more employees, or doing a volume of a million or more 
chains, ete 

With or without the above limitations, we strongly protest this increase in 


coverage and urge you to vote against the mei ire when It comes fo your con 
sideration. Either way it would vitally affect us and all the other local retail 


and service businesses in the country, of which there are 300,000 public eating 


establishments alone We speak from actual experience When the Federal 
minimum wage went to $1 an hour last March, we immediately felt the effect 
An already tight labor situation became immediately tighter In spite of wage 
and salary increases we have made, workers have become scarcer and their 
quality lower Food preparation and service do not lend themselves to automa 


tion. Our customers still demand full variety, Which means small batches, cooked 


often and fresh. The product is short lived and perishable. 





I 
Our business is highly competitive Prices cannot be raised readily If our 
payroll budget goes up, we must cut portions or quality. We are in a tightening 
squeeze Sales, while good, are leveling off. Other costs such as utilities, local 
taxes, repairs, etc., are going up. Our profit is getting awfully narrow. Our 
return on our investment has declined 33 percent in the last 6 vears 
We wish to point out that the present wage laws are very effective Any more 


drastic laws would just add to the inflation and the vicious cycle of “boon 
and bust 
We respectfully urge you fo hold the line and vote against thi inerease il 
coverage 
Sincerely 


Mr. A. Reois Ketiey. Statement by the Public Service Coordinated 
Transport, of Newark, N..J. 
(The statement is as follows:) 
PURLIC SERVICE COORDINATED TRANSPORT, 
Newark, N.J., March 21, 1957 


Public Service Coordinated Transport is a New Jersey corporation engaged in 


the transportation of passengers, as a common Carrier, in both intrastate and 
interstate commerce. Transport and its predecessor companies, have been so 
engaged since prior to 1900; first by stagecoach, then by horsecar and electric 
street railway, and more recently by motorbus and electric railway. It employs 
some 6,400 employees, approximately 4,000 of whom are bus operators. It owns 





2? GSO vehicles and prov ides intrastate and/or nters a ce to 36S munik it ly 
ties of a total of 568 municipalities in the State of New Jersey. Its regular route 
interstate operations extend primarily into New York City, N. Y., Philadelphia, 


Pa., and Wilmington, Del. Operating revenues for 1956 totaled $51,673,767 of 
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which about $49 million were obtained from scheduled regular-line operations and 
most of the remainder, $2,673,000, from special and chartered service operations. 

Under the exemption provisions of the Fair Labor Standards Act of 1938, as 
amended (secs. 18 (a) (9) and 13 (b) (1)), Transport has been exempted from 
the overtime provisions of the act. There is presently before the Subcommittee 
on Labor of the Senate Committee on Labor and Public Welfare bill S. 1267, and 
before the Labor Standards Subcommittee of the House Committee on Education 
and Labor H. R. 4575 which bills propose the elimination of the provisions now 
exempting transit employees from both the minimum-wage and maximum-hour 
provisions of the Fair Labor Standards Act of 1938, as amended. 

The elimination of this exemption would result in considerable additional 
expense to Public Service Coordinated Transport which of course would have 
to be borne by the riding public. For this reason we feel that a short explanation 
of working conditions and methods of payment in the transit industry would be 
appropriate. 

The transit industry grants to its employees a far greater amount in fring: 
payments than practically any other industry, and substantially more than 
industry in general. For example, in 1957 the hourly rate of pay for public 
service bus operators, by negotiated agreement, was $2.06 an hour, but the cost of 
operators’ wages, allowances, and benefits per vehicle-hour of operation was $2.62. 

The allowances and benefits amounted to 56 cents an hour at a base rate of 
$2.06, or over 25 percent. These fringe payments are the result of free collective 
bargaining during the period in which the transit industry was exempt from 
the wage and hour provisions of the Fair Labor Standards Act of 1988, as 
amended, and have taken into consideration the benefits of this exemption. To 
remove the exemption would in effect mean the payment of a considerable part of 
the benefits at a premium rate of time and one-half. For example, each operator 
is paid 15 minutes report and turn-in time per day. This time is paid at the 
straight-time rate, even though the operator's pay for the day, including allow 
ances, might be in excess of 8 hours. In practically all instances this 15-minute 
allowance is made in addition to the total time the employee is required to be 
on duty. During the early days of the bus industry operators were required to 
report 10 minutes before the pull-out time and prepare their vehicles for opera 
tion. This is the origin of report and turn-in time. Today no such work is per 
formed, nor is the operator required to report before his pay time starts. The 
payment of this report and turn-in time at time and one-half would result in an 
additional expense to the company of about $400,000 per year, and would in effect 
be an increase of about 3 cents per hour in the cost of operation, which, as pre 
viously stated, would have to be borne by the riding public. 

Another type of operation which would be seriously affected by the removal] 
of the exemption is chartered-bus operation. This type of work is extremely 
desirable to the driver, is much easier because no fares are collected, nor are 
passengers accepted and discharged en route, and because in most instances a 
substantial part of the time is spent at the destination point of the charter trip 
during which time the operator has no duties whatever to perform. This work 
is presently performed at a straight-time rate, regardless of the total number 
of hours per day, but in no case is there more than 10 hours on duty time as 
established by the Interstate Commerce Commission regulations covering safety 
and hours of service. Under the agreement with the union representing the 
operators, work on charter trips is paid for at the straight-time rate, hour for 
hour, with but slight exception. Had the industry not been exempt from the 
wage and hour provisions of the Fair Labor Standards Act no such agreement 
would have been negotiated with the employees, nor could a company expect to 
continue in charter bus business if the penalties imposed by this act must be met 
and the present practice of paying generally for elapsed time continued. 

For these reasons we pray that your august body will see fit to retain the 
present exemptions for the transit industry in any proposed amendments to the 
Fair Labor Standards Act of 1938, as amended 

J. M. SYMINGTON, 
Vice President in Charge of Operation 


Mr. A. Reats Keviey. A letter on behalf of the National Stationery 
& Office Equipment Association, respectfully referred by Repre enta 
tive Graham Barden. 

(The document is as follows:) 
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LAW OFFICES, SMETHURST & HASLAM, 
Washington 5, D. C., March 20, 1957. 
Hon. GRawaM A. BARDEN, 
Chairman, Commiittce on Hducation and Labor, 
House of Representatives, Washington 25, D.C. 

DEAR Mr. ised This letter is written on behalf of the National Stationery 
& Office Equipment Association having among its members approximately 2,000 
office equipment a a olfice supply retail deals and some 500 manufacturers of 
office equipment and supply items lhe member dealers of this association are 


located in every part of the United Sta 


As your committee is aware, office equipment and supply dealers furnish the 
business offices of the Nation with ti , sential supplies and equipment en- 
abling them to function. The very nature of their business requires them to 


operate their stores and to employ many of their workers over longer periods of 


time each week than is the case in respect to many other eny yinen 
In recognition of these facts as they relate to these and other retailers, the 
Congress has been consistent in providing exemption from the Fair Labor 


Standards Act, as amended, for employees of a “retail establishment.” 

In so doing, the Congress recognized and gave appropriate attention to the 
prac tical realities of retailing. 

The reasons for the “retail establishment” exemption, initially provided by the 





Congress in 1938, and strengthened in 1949, are equally as strong today as they 
were in the years mentioned. While retailing may be found to “affect ree’ 
under a broad construction of this term, it must be realized that retail ing is 
strictly “local” in character and that the activity of employees in retailing is 


necessarily regulated by customer demands rather than by production schedules 


as is the case with most employees engaged in manufacture. Therefore, it is 
respectfully submitted the “retail estab] 
in its present form. 

Another matter entitled to most serious consideration by your Committee in- 
volves proposals to extend coverage of the Wage-Hour Act to outside salesmen. 
Such employees are currently exempt from the wage and hour provisions for the 





ishment” exe! iption should be retained 


very sound reasons (@) that their working time cannot be and should not be 
controlled by their employers, and (6) their earnings are necessarily pendent 
on their individual efforts. 

Outside salesmen, of course, are employed by most manufacturing companies, 


and to a lesser extent by « ributors llowever, the problem } serious 
import to retail stationery and office equipment dealers because the character of 
their customers demands that major selling must be conducted at the offices of 
such customers. In this manner, deals rs in this industry have outside salesmen 


problems of the same importance and magnitude as manufacturers using outside 
salesmen in the direct or dealer distribution of their products 

Stated differently, the outside salesman problem of retail stationery and 
office equipment dealers is identical to that of all others in industry who use 
outside salesmen to sell their products or services. However, we cannot em- 
phasize too strongly that the outside salesman problem is one of real consequence 
to stationery and office equipment dealers even though that is not the case in 
respect to most other segments of retailing 

I. “Hours worked,” as applied to outside salesmen, cannot be determined. 
The typical salesman avails himself of every opportunity to sell his company 
and his product, regardless of when or where the opportunity presents itself. 
To him any business with whom he may come in contact at any hour of the day 
or night is a potential customer. Since outside salesmen, for the most part, 
enjoy sssociating with people, it is impossible to determine whether many of 
the contacts are for business or pleasure. 

II. The outside salesman’s hours cannot be practically established by his 
employer. An outside salesman’s hours are governed primarily by the demands 
of his customers and the convenience of those customers. His major effort is 
to see the required number of customers whenever and wherever it is possible 
to see them. It is impractical and impossible to determine, in advance, the 
number of hours a salesman spends in contact with customers 

Ill. The outside salesman’s co ntributions are jud; ged, and he is paid, on the 
basis of results—not time. The outside salesman’s results are not measured 
by the number of hours he may spend away from home or with his customers 
but on his individual initiative for which he often may receive directly related 
remuneration. Any attempt to restrict him to certain hours because of over- 
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time penalties placed on his employer would defeat the purpose of employing 
him as an outside salesman. He is judged and paid on the basis of results and 
volume of business produced. What 1 man may accomplish in 30 minutes under 
certain conditions may require 2 hours for him to accomplish under other con- 
ditions. 

IV. Reporting and policing of an outside salesman’s time is impossible. There 
are large differences in the amounts of travel time an outside salesman requires 
in making the necessary number of calls or in spending the necessary amount of 
time with his customers. Also there are very often sizable gaps in his workday 
due to wuiting time and in arranging appointments. Outside salesmen work 
independently from direct supervision and thus would have to do their own 
reporting of hours worked, which makes it impossible to audit an account of 
their time. It would also be impossible to prove, in case of dispute, whether 
hours reported by a salesman had been understated or overstated. This could 
lead to unjust claims and costly and unjust law suits. 

We respectfully submit that any arrangement, law, or regulation placing 
outside salesmen under the coverage of the Wage-Hour Act for purposes of either 
the minimum-wage or maximum-hour provisions, or both, would create chaotic 
conditions within industry. Certainly, no employer is in a position to trail 
each outside salesman in order to keep track of the number of hours he works. 
To compel such constant surveillance of outside selling would so increase such 
selling costs as to effectively prohibit this vitally important phase of distribu- 
tion. Further, the policing job imposed on the Department of Labor in check- 
ing compliance with the act as related to such outside selling as may be con- 
tinned, we believe, would be impossible of performance under any reasonable 
Government budget. 

We are aware of the fact that your offices now have in official hearing records 
ample testimony containing examples and other factual data supporting the 
outside-salesman exemption. We do not wish to burden the records of this hear- 
ing with data repetitive of that now available to you. Nevertheless, we earnestly 
request that you reexamine all material available to you concerning outside 
selling and the outside-salesman exemption. After doing so, we feel confident 
that the outside-salesman exemption will be kept in effect by the Congress. 

it is requested that this letter be incorporated in and made a part of your 
eurrent hearings record. 

Respectfully, 





REUBEN §S. HASLAM. 
Mr. A. Reats Ketiry. A letter on behalf of Mack’s Fishing Center, 
respectfully referred to the committee by Representative Herbert 
Bonner. 

(The document is as follows:) 

MACK’sS FISHING CENTER, 
Wanchese, N. C., March 18, 1957. 
Hon. Herrert BONNER, 
House of Representatives, Washington, D. C. 

DeAR Mr. BONNER: Since the Federal wage law has become a major issue, it 
leaves me in a position to suggest that the employer be assured the same pro- 
tection as the employee. 

If these firms were assured the minimum of $1 per hour, 12 hours per day, at 
6 days per week, totaling $72 or $4,744 per year, surely it would eliminate the 
thousands that go bankrupt each year. May I ask, how in the world can a small 
business pay a delivery boy $1 per hour? The instigator of this issue must be 
plain nuts. 

Therefore, as one small merchant, I wish to request your assistance in oppos- 
ing the wage and hour law. 

Thanking you kindly, I am 

Yours very truly, 
O. M. ETHERIDGE. 

Mr. A. Reeis Ketiey. Statement on behalf of the Kansas State 
Chamber of Commerce. 

(The document is as follows:) 
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KANSAS STATE CHAMBER OF COMMERCE, 
Topeka, Kans., February 20, 1957. 
Hon. GRAHAM A. BARDEN, 
Chairman, House Committee on Education and Labor, 
House Office Building, Washington, D. C. 

DEAR REPRESENTATIVE BARDEN: We are writing in regard to the President's 
recent recommendation to extend coverage of the Fair Labor Standards Act of 
1938. 

As you know, to date, at least four proposals relating to this subject have been 
introduced in Congress. H. R. 648, 1004, and 1034 all would amend the act to 
provide coverage for employees of large retail establishments whose activities 
affect interstate commerce. H. R. 548 proposes to amend the act so as to repeal 
the exemptions for retail and service establishments and for processors of agri- 
cultural commodities. These proposals have all been assigned to the Committee 
on Education and Labor 

The Kansas State Chamber of Commerce is unequivocally opposed to any leg- 
islation which would impose further restrictions on our system of checks and 
balances which both business and the public enjoy under the economic principle 
of free competition. 

An extension of the act into retail and service establishments and for processors 
of agricultural commodities would vitally affect the small merchant, particularly 
those in the Great Plains States which have for the past 6 vears endured the 
most serious drought in the history of the country. 

Several individuals and representatives of retail groups have written to us 
protesting this proposal. We have listed below some of their objections which 
we believe to be sound in principle and worthy of the serious consideration of 
your committee. 

1. Rigid wage scales would result in firms affected. It would take from em- 
ployers the right to pay wages based upon prevailing wage patterns and the 
productivity of the individual. 

2. Interference with the economic principle of supply and demand of the cur- 
rent labor market can lead only to inflationary type wage scales. 

3. Due to the severe drought conditions and crop failures now prevailing in 
this area, increases in payroll costs could not be offset by higher retail prices to 
the consumer and many small merchants could not survive wage and price in- 
creases. 

A. The additional burden of higher operating costs which would be brought on 
by wage increases may require a reduction of personnel. This would hit those 
employees whose productive ability is not commensurate with the salary fixed 
by law; especially affected would be young employees just out of school, elderly, 
and part-time employees of which there are so many employed in the retail field. 

5. Rigid wage policies would eliminate the commission type wage, thus reduc- 
ing employee incentive to produce and in many instances would result in further 
curtailment of profits. 

6. A minimum wage for all employees would mean more than a wage increase 
for employees making less than the minimum figure. All other wages in an 
establishment would have to be raised in order to maintain the wage differential 
for all levels of employment. 

7. The original purpose of the wage-and-hour law was to spread employment 
and prevent firms in low-wage States from competing unfairly with firms in 
high-wage States. This condition does not exist in retail establishments. 

8. Business favors higher wages when warranted but does oppose Federal 
legislation as the proper or economically sound method of achieving the result. 

The board of directors of the Kansas State Chamber of Commerce at its 
December 12, 1956, meeting unanimously approved the following policy : 

Vinimum wage legislation.—“The State chamber supports the principle that 
wage rates be determined by direct negotiations between the employer and 
employee, based on the economic principle of supply and demand of the current 
labor market.” 

We are hopeful that you will make this communication a part of the record 
of proceedings of your committee in opposition to the bills now pending. 

Respectfully submitted. 


KANSAS STATE CHAMBER OF COMMERCE 
C. C. Kiiker, Secretary-Manager. 
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This same letter was written and addressed to the following Representatives 
in Washington, D. C.: Augustine B. Kelley, Adam Clayton Powell, Jr., Cleveland 
M. Bailey, Carl D. Perkins, Roy W. Wier, Carl Elliott, Phil M. Landrum, Lee 
Metcalf, Edith Green, Robert P. Griffin, James Roosevelt, Herbert Zelenko, Frank 
Thompson, Jr., Stewart L. Udall, Elmer J. Holland, Ludwig Teller, George 8. 
McGovern, Samuel K. McConnell, Jr., Ralph W. Gwinn, Harry G. Haskell, Jr., 
Carroll D. Kearns, Clare E. Hoffman, Albert H. Bosch, Joe Holt, John J. Rhodes, 
Stuyvesant Wainwright, Peter Frelinghuysen, Jr., Donald W. Nicholson, William 
H. Ayres. 


Mr. A. Reais Kevuiey. A letter of the Nuttle Lumber & Coal Co., 
of Denton, Md., respectfully referred by Representative Harry G. 
Haskell, Jr. 


(The document is as follows :) 


THE NurtLeE LUMBER & COAL Co., 
Denton, Md., February 11, 1957. 
Hon. HArkyY G. HASKELL, Jr., 
New House Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN HASKELL: I hope you will not think me out of place in 
writing you in reference to the extension of the wage and hour law to retail 
and service establishments now exempt, but since you are the only one I know 
on the committee considering this proposed law I am taking the liberty of 
writing you. 

1 think it is very apparent to you what the passing of a law which would 
require all retail and service establishments to conform to the S-hour day and 
overtime for other hours worked would do to the retail business. Many retail 
establishments have already had to cut down on their service and hours open. 
They have to pay the minimum wage but are excluded from the overtime require- 
ments of the law. In the retail business it is necessary to serve customers. If 
a customer happens to be in here at 5 o’clock and he has not finished making his 
purchases it is impossible for our retail salesman to stop immediately and 
merely say, “It is closing time and if you want to come back tomorrow morning 
I will be glad to get the materials for you.” You can imagine how you would 
feel if you happened to be that customer. This is a very simple explanation of 
what this law would do to retailers. It would also be very inconvenient for you 
if your furnace went off in the middle of the night and the serviceman from 
your plumber or oil supplier whom you called should say, “Well, I am sorry 
but the wage and hour law only allows us to work 8 hours and our time was up 
at 5 o’clock this afternoon and we can’t come to see you until tomorrow,” 
et cetera, down the line. 

I feel that it is extremely important if people are to receive the service which 
they want and are due that retail and service establishments not be included 
in this law. I sincerely hope you will fight in the committee and on the floor 
against the extension of the wage and hour law to include these people. 

Sincerely yours, 
ELv1as W. Nutrie, President. 


Mr. A. Reets Kevtiey. A statement by telegram of Richard J. Gray, 
president, Building and Construction Trades Department. 
(The document is as follows :) 


WASHINGTON, D. C. 
Frep G. Hussey. 
Chicf Clerk, Committee on Education and Labor, 
United States House of Representatives, Washington, D. C. 

Chis is to thank you for your telegram of March 12 extending invitation to 
testify concerning current hearings on amendments to Fair Labor Standards Act 
I would like to take this opportunity to state the Building and Construction 
Trades Department and the 19 international unions in affiliation wholeheartedly 
endorse the position regarding amendments as stated by President George 
Meany, AFL-CIO, before the committee on March 4, 1957. 


RicHarp J. GRAy, 
President, Building and Construction Trades Department. 
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Mr. A. Reets Ketxey. Letter on behalf of the American Public 
Welfare Association, respectfully referred by the Honorable Graham 
Barden. 

(The document is as follows :) 
PUBLIC WELFARE ASSOCIATION, 
Washington 6, D.C., March 20, 1957. 


Hon. GrRawHamM A. BARDEN, 
House Committee on Education and Labor, 
United States Capitol, Washington, D. C. 


My Drar CONGRESSMAN Barb nN: The American Public Welfare Association 


has authorized me to express to you its support of the objectives of H. R. 4575, 
a bill to amend the Fair Labor Standards Act of 19388 to provide coverage for 


employees of employers who are engaged in activit aliecting interstate 
commerce and to eliminate certain exemptions. 

Our association is a national nonpartisan organization. with membership as 
follows: State and local departments of public elfare (ineluding Common- 
wealth and Territories) ; persons engaged in public welfare at all vels of 
government; and individuals outside government who are interested in public 
welfare programs. 

Affiliated with the association are several national councils, including State 
administrators of public welfare, local administrators of public welfare, State 
child welfare directors, and State and local public welfare board members. 

Thus the American Public Welfare Association is made up of professional 
people who are responsible for the administration of programs of public welfare, 
as well as specially informed laymen. These programs include, in all States, the 
programs of public assistance to the needy aged, blind, disabled and dependent 
children and, in some States, programs of general assistance to other needy 
persons. 





Many recipients of public assistance and general assistance are not themselves 
in the labor market; they are kept therefrom by advanced age, youth, prolonged 
illness, and other causes. Many, however, are members of families, or have 
close relatives, who are workers. The earnings of these workers often con- 
tribute to the support of assistance recipients, and the amount of the contribution 
naturally depends in large part upon the amount of their earnings. M: 
most States have laws holding members of families and close relatives responsible, 
in some measure, for the support of persons in need of assistance 

The American Public We ies Association believes that some of the detri- 
mental effects of low wages are as follow 


1. A level of nutrition in far nily diets below acceptable h 
9 


reover, 


Ith standards 
Insufficient and out- of-season clothing, another threat to health and employ- 
ment opportunities. 

3. Neglect of elementary health needs and the inability to obtain adequate 
medical care. 

4. Crowded and unsanitary houses, thus producing slum areas, which too often 
become a breeding ground for crime and juvenile delinquency. 

5. Inadequate education and premature employment, thus handicapping indi- 
viduals throughout their lives 

These effects of inadequate incomes are in many cases the direct or indirect 
reasons for application for public ee » and for assistance payments supple- 
mentary to OASI benefits. P ublic welfare workers have long advocated measures 
such as minimum wages, social insurance, and other similar programs which 
will aid in preventing the need for public assistance 

We add our testimony, therefore, in support of the objectives of H. R. 4575 
which would amend the Fair Labor Standards Act to provide minimum wage 
coverage for certain employees engaged in activities affecting interstate 
commerce. 

Sincerely yours, 





(Mrs.) Marte D. LANE 
Washington Representative. 
Mr. A. Reots Ketiry. Letter of the Women Members of the Demo- 
cratic Party of Arkansas, respectfully referred by Representative 
Brooks Hays. 
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(‘I he document is as follows :) 


WOMEN MEMBERS OF THE DEMOCRATIC PARTY OF ARKANSAS, 
Little Rock, Arl., March 5, 1957. 
The Honorable Brooks Hays, 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN Hays: The “Women Members of the Democratic 
Party of Arkansas” urge you to support Secretary of Labor, James P. Mitchell’s 
plan to have the doliar-an-hour Federal minimum wage to cover workers now 
exempt. 

The employees in department stores, chain stores, service businesses and other 
establishments that will be covered by this law, if passed, are practically all 
women. We feel, as does the Secretary of Labor, that any business having 
annual sales of $1 million a year, or 100 employees can well afford to pay this 
ware 

Sincerely yours, 
PENOLA RAY CROOK 
Mrs. Clarence B. Crook, 
President. 
REGINA CLEMENTS 
Mrs. J. L. Clements, 
Legislative Chairman. 


Mr. A. Reois Kettey. Statement by telegram of M. A. Hutcheson, 


general president, United Brotherhood of Carpenters and Joiners of 
America. 


(The document is as follows:) 


INDIANAPOLIS, IND., March 13, 1957. 
Frep G. HUSSEY, 
Chief Clerk, Committee on Education and Labor, 
House of Representatives, Washington, D.C. 

This will acknowledge your telegram of March 12, 1957, in regard to the current 
hearings on proposed amendment to the Fair Labor Standards Act. Please be 
advised that the United Brotherhood of Carpenters and Joiners of America does 
not at present plan to appear before or file a written statement with the com- 
mittee in connection with these hearings. However, as, general president of 
the United Brotherhood I do wish to go on record as giving wholehearted 
approval and support to the proposals made by, and the positions stated by, the 
representatives of the AFL-CIO in regard to the proposed amendments of the 
act and in particular to the proposals to increase the minimum wage and to 
extend the coverage of the act to the many thousands of American workingmen 
who are presently denied its benefits despite their close association with indus- 
tries vitally affecting interstate commerce. 

M. A. HUTCHESON, 
General President, United Brotherhood of Carpenters and Joiners of America. 


Mr. A. Reots Ketry. Letter on behalf of Argus Printers, of Stick- 
ney, S. Dak., respectfully referred by Hon. Cleveland M. Bailey. 
(The document is as follows:) 


ARGUS PRINTERS, 
Stickney, S. Dak. 
CLEVELAND M SAILEY, 
Uember of Congress, 
Washington, D.C. 


Dear Mr. Bartey: I am particularly glad to hear from you on the subject of 
the minimum wage (and my letter to you), inasmuch as you sponsored the 
minimum wage increases. 

There are parts of the country where, I have no doubt, the minimum wage 
increase was needed. I do not believe it served much purpose in South Dakota, 
as its application is so limited. It has worked hardship among small businesses 
where it has applied. I discovered that fact during the process of research for 
material when defending our Federal court case against the Wage-Hour Division 
last year. 
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Naturally, I am chiefly interested in the effect of the minimum wage law on 
weekly newspapers. There are about 10,000 in the United States, most of them 
with a circulation of 3,000 or under. Now, as you know, the law exempts 
employees in connection with weekly newspapers of less than 3,000 circulation. 
But— the Department of Labor has so changed the law (even though the 
exemption was liberalized in the amended act), that hardly any small newspaper 
in the country knows where it stands. 

These newspapers are supposed to show, hour by hour, for each employee 
separately (according to the regulation), that an employee is employed at least 
50 percent of his time on newspaper work rather than printing. Most of the 
small weeklies don’t have timecards or clocks or anything like that. We do, 
but we could not separate “newspaper” from “printing,” and show that in 
court. We had a great deal of work, in fact, which could be either. Building 
maintenance, casting and remelting, et cetera are examples. We were exonerated 
in court—but the ridiculous regulation stands. Congress obviously did not intend 
it that way. As things now stand, if such a separation is not shown, any employee 
for whom it is not, or cannot be, shown, is not exempt from the minimum wage 

Is there any way to put teeth in that exemption, if, in truth, Congress did, and 
does, intend the act to exempt employees in connection with newspapers of less 
than 3,000 circulation ? 

I should be most pleased to appear as a witness in connection with hearings, if 
I could but afford the absence 

I believe that the small newspapers have done more, in the small towns, to 
train boys and girls, and give them part-time work, than any other small-town 
businesses. Certainly, it has been so wherever I have been. I have edited news 
papers in three States. 

In my present location at Stickney, S. Dak., where I have been about 23 years, 
I have trained a long row of boys and girls, some of whom are still with me 
Some own newspapers of their own. Many, now scattered throughout the coun 
try, have good jobs in the printing or publishing business 

At one time I had high school pupils earning a school credit by time spent in 
this shop, with the approval of the State Superintendent of Public Instruction. 

All this is now in the past. We cannot train any more high school boys and 
girls. Why? We are held to be in the wage-hour categories. We are not per 
mitted to have the exemption given us by the original act. We are unable to 
show 50 percent newspaper time for the employees. We are held to be in inter 
state commerce because some of the things we print are sent out of the state by 
our customers. The only reason I can employ 22 persons in a town of 350 popu 
lation is because we do printing, as well as publishing 

But the printing features is the thing that the present regulations seize on 
Hence, we can no longer train boys and girls We cannot pay them $1 an hour 
totrainthem. Itis impossible. Many of them would be happy to learn for less, 
even much less, particularly as we have one of the few places where employment 
is possible in a small town. But the Department of Labor says “No.” 

I learned, to my sorrow, that there is no use appealing to the Department of 
Labor for clarification or for explanation They regard anybody strictly as 
an outlaw who dares to dispute any of their interpretations or regulations. They 
took me right into Federal court with seven “criminal” charges. They lost the 
case, of course, but I doubt that their attitude was changed by this. 

If we are to have apprentices in the weekly newspaper business, we must have 








that exemption. I have seen this statement made by publishers in all parts 
of the country. 
We are in an agricultural area. Boys and girls on the farm can work for 


any wage. They can drive tractors, and tip them over, and kill themselves 
and they do. But these same boys and girls cannot come into our shop, even 
at the minimum wage, and learn to use a stitcher or a power saw or a papercutter, 
because of age restrictions and “hazardous” machinery regulations. We have 
not had an accident of any consequence in this shop in 25 years. 

I realize that I have touched on a number of angles of the Fair Labor Standards 
Act other than minimum wages. I hope that I have given you some food for 
thought in regard to the predicament of our industry. 

Sincerely yours, H. P. HowArp. 


Mr. A. Reeis Keniry. Letter on behalf of the North Carolina Cotton 
Growers Cooperative Association, respectfully referred by Repre- 
sentative Graham Barden. 
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(The document is as follows:) 


NorRTH CAROLINA COTTON GROWERS COOPERATIVE ASSOCIATION, 
Raleigh, N. C., March 25, 1957. 
Hon. GRAHAM A. BARDEN, 
Chairman, Committee on Education and Labor, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN BARDEN: We are writing you regarding the minimum-wage 
legislation, which is again before the Congress. 

It is our solemn opinion that if the wage-and-hour law is ever extended to in- 
clude farmers, that it will hurt North Carolina farmers more than those in any 
other State. 

We have studied Senate bill 1418, introduced by Senator Stennis of Mississippi, 
and we believe that it is necessary for this legislation to be passed in order 
to make it safe for the farmers of the South, and especially of the Southeast. 

I think that it is a disgrace that farmers are not able to operate under the 
wage-and-hour law, but some way must be found to increase their gross income 
and give them a greater share of the consumer’s dollar if they are ever to be able 
to operate under the $1 minimum hourly wage. 

To force them to come under the wage-and-hour law before finding ways and 
means to increase their gross income would be like sending a man out to commit 
suicide. 

We hope very much that at the appropriate time you will see your way clear to 
encourage the passage of Senator Stennis’ bill, No. 1418. 

With kind regards and best wishes, 


Sincerely, M. G. MANN, General Manager. 
Mr. A. Reets Ketiey. A letter from Ronald Rapp, of Campbell, 
Calif., respectfully referred by the Honorable Graham Barden. 


(The document is as follows:) 


957 


CAMPBELL, CALIF., March 6, 1 
The Honorable Gratam A. BARDEN, 
House of Representatives Office Building, 
Washington 25, D.C. 

My Dear Mr. Barpen: This is to request your support for the adoption of 
H. R. 2879, a bill to remove from the Fair Labor Standards Act the exemption 
of small telephone exchanges from the overtime and minimum wage provisions 
of the act 

This discrimination against telephone operators because they happen to work 
inasmall community is unfair, undemocratic and morally wrong. 

The rate charged for a telephone call from a small town to a large city is 
identical to the rate charged if the call is placed from the large city to the small 
town, however: the operator in the big city is paid as much as three times the 
amount of wages as the operator in the small town. 

If the same principle was applied to your position as a Congressman, the 
Congressman from New York State should be paid three times the salary paid 
to the Congressman from a small State such as Delaware. This I am sure the 
Congress would never agree to. 

Having worked in the teelphone industry since 1922 in various parts of the 
United States, I know from experience the telephone operators’ job of giving good 
service to the public is the same regardless of the size of the city or town and 
that all telephone operators are entitled to fair and equitable treatment as to 
wages and working conditions, 

If yon, as a Congressman, are carrying ont your responsibilities of representing 
all of the people, you can not in good conscience do anything other than lend 
your wholehearted support to the adoption of bill T1. R. 2879. 

Very truly yours 
RONALD Rapp 


Mr. A. Reais Keniey. A communication from Judson H. Blount. 
of Blount-Harvey Co., Inc., respectfully referred by the Honorable 
Graham Barden. 
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(The document is as follows :) 

GREENVILLE, N. C., March 18, 1957. 
Hon, GRAHAM BARDEN, 
House Office Building, Washington, D.C. 

Dear Hap: This is to let you know that we agree wholeheartedly with the 
North Carolina Merchants Association in that we must fight the wage and hour 
law pertaining to retail stores in North Carolina. Trusting you will help us in 
this fight and with every good wish always, we are 

Most sincerely, 
BLOUNT-HARVEY Co., INC 
JUDSON H. BLOUNT. 

Mr. A. Reots Kevtiey. A letter from A. B. Blake, electrical con- 
tractor, Wilmington, N, C.. respect fully referred by the Honorable 
Graham Barden. 

(The document iS as follows :) 


” 


WILMINGTON, N. C., March 18, 1957. 
Re Federal wage-hour law 
Hon. GRAHAM BARDEN, 
Chairman, House Committee on Education and Labor, 
House Office Building, Washington, D. C. 
DEAR Sik: This letter is to voice our protest against the Federal wage-hour 
law. 
We are opposed to this for many reasons, a few of which are: 
(1) It will force out of jobs many of the lower class workers. 
(2) The law would lead to higher cost of living. 
(3) More Government interference with business. 
(4) No more incentive pay plans for salespersons doing outstanding jobs. 
Yours very truly, 
A. B. BLAKE, 
Klectrical Contractor. 
Mr. Ketter. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 
rT ~ . 
(Thereupon, at 11:25 a. m., the committee recessed, to reconvene at 
10a. m., Friday, April 5, 1957.) 
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Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS 
1F THE COMMITTEE ON Epucatrion AnD Lapor, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 429, 
Old House Office Building, Ilon. Augustine B. Kelley (chairman of the 
subcommittee) presiding. 

Present: Representatives Kelley of Pennsylvania, Landrum, Roose- 
velt, Holt and Griffin. 

Staff members present: Fred G, Hussey, chief clerk, A. Regis Kelley, 
clerk, and John O. Graham, minor ity ¢ lerk. 

Mr. Kruiry. The committee will please come to order. 

Mr. Brylawski, will you please take the witness chair. 


STATEMENT OF A. JULIAN BRYLAWSKI, VICE PRESIDENT AND 
CHAIRMAN, LEGISLATIVE COMMITTEE, THE THEATRE OWNERS 
OF AMERICA, NEW YORK, N. Y. 


Mr. Ketitey. You may proceed. 

Mr. Brytawski. Mr. Chairman, I do not propose to depart from my 
statement that I have submitted unless the committee has some ques- 
tions to ask. I would like to have the privilege of reading it. It is not 
very long. 

Mr. Keniry. Youmay ew Mr. Brylawski. 

Mr. Brytawskt. My name is A. Julian Brylawski. I am vice presi 
dent and chairman of the Legisl: itive C ommitte¢ » of the Theatre Own 
ers of America, a national association of motion picture theater owners, 
with offices at 1501 Broadway, New York. 

I am also authorized to represent on this occasion Allied States’ 
Association of Motion Picture Exhibitors, located in the Dupont 

Circle Building in this city, whose general counsel, Abram F. Myers, 
has collaborated in the prepar ation of the statement I shall make. 

These two organizations represent approximately 85 percent of the 
motion picture theaters of the United States and Canada. They are 
the only two large national associations and in speaking for them 
we feel that we are speaking for the entire industry. 

You may wonder about the concern of the motion picture theater 
industry in this proposed legislation. We are not specifically men 
tioned in any of the bills under consideration for the extension of the 
minimum wage; and, we may not be included in any of them, except by 
inference. 
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If the testimony of the Secret ary of Labor, Mr. Mitchell, is con- 
side red j in toto by this committee. an id of course | know th: at th: at does 
not always happe n, we feel that there is little about which we should 
be concerned ; but, we are looking into the future, when, and if the 
precepts of affecting commerce may be so expanded as to include every 
3 service establishment and every little theater. 


We are greatly concerned with the survival of the little theater 
We aa for thousands of them. They are the tiny springs from 
which flow a great river of entertainment. If they dry up, the whole 


stream may perish. ‘That is what happened to vaudeville. Many 
members of this committee can remember the thousands of little vaude 
ville the saters that dotted the country. When the Vv‘ ‘losed, the school of 
entertainment that they provided died with them; and a great era of 
entertainment no longer exists. 

We fee] that our inclusion 11) the precept of atfecting ceolmerce 
would have this same effect Upon thousands of small theaters 
strugeling to live under the unpact of increasing cost of operation, and 
our arch enemy . te ‘levision: and, SO, | appear in opposition to the bills 
you are now considering. and to any and all measures that would 
subject the motion picture theaters to a Federal minimum wage and 
hours law. 

Our opposition to any oe h regulation of the motion picture theaters 

s based upon the essenti al differences between the theate rs and the 
mercantile and service est: Widaas nts at which this leois lation 1s pri 
marily aimed. 

The pation yeture theater is not an industrial ente pl Ise, except in 


a small way; to wit, the selling of candy and popcorn in its theater; 
which, ag the way, is wre a concession oper: ated by others and not 
oper: ated by the theaters; and is by no means unive sal. 
1. Itisnota mere: et ateee in any form. 
The motion picture theater does not purchase film. It only rents 
them. 


The motion picture theater does not manufacture anything; and 
does not consume anything. 

t. It deals in lights and shadows and sounds, and in nothing 
remotely affecting interstate commerce. 

5. It is strictly a local ente rprise, a service organization, and is so 
considered bv the Department of Commerce, the Natior al Labor 
Relations Board, and the Tre ‘asury Department in many decisions 
thereon. 

The theater, therefore, corresponds but dimly, if at all, to the kind 
of cE these bills are aimed at We would not think we 


we ‘re included a all if it were not for the broad definitions now sought 
to be imported oes the wage and hours law by amendme nt. When 
Congress undert: akes to reg ate all em plovers whose operations affect 
interstate commer if projectin 12 its reoulatory power deep in to 


the local ST ecaceatbieds he all enterprises not specifically exempted 
may be included. 

At this point in this statement I desire to stress the differences—the 
basic, controlling differences between the motion pic ture theater bus 
iness and the other businesses which are featured in all the discussions 
relating to this legislation. Among all American enterprises the 


+ +} . 
ke any other. 


theater business is totally unl 
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[tis recognized that the motion picture industry is a communications 
industry, of which the theaters area part. Yet, unlike other mediums 
of communications, the theaters publish nothing and transmit mothing 
over Siate lines. Their entire operation is conducted within an 
enclosure. The theater business is what the lawyers call sui generis. 
[t is unique, peculiar, and in a class by itself. | 

One of the reasons advanced for legislation of this kind is that it 
tends to prevent discrimination, and to prevent unfair competition. 
Obviously, if one manufacturer pays higher wages for fewer hours 
than his competitor, the latter will be able to undersell him. The ef 
fect of such unfair compet ition is to lower standards, not to raise them. 
But, in the motion picture business competition between theaters is 
not affected by the wages paid. 

Competition between theaters is regulated by the customs of the 
trade. The first of these regulatory customs is the classification of 
theaters by runs—first run (first showings), second run, and so on. 
As I shall later point out, a subsequent-run theater may challenge a 
first-run theater and seek pictures on the prior run by means of com- 
petitive bidding. But by and large, as may be observed in any com 
petitive area, theaters are classified by runs, and a subsequent-run 
theater cannot play a picture until it has completed its engagement in 
the prior-run house. 

Unfortunately for the theater business, the public no longer merely 
goes to the movies. The public is selective, and will V0 only to see 
the hit pictures and shun the rest. 

A theater showing a hit picture and one sho--ing a lesser one can 
be called competitive only by doing violence to the term. Experience 
proves that the public cannot be attracted to a poor picture, even by 
reducing admission prices. Neither can it be discouraged from seeing 
the top pictures by high prices. Competition among theaters is gov 
erned by such factors as the attractions offered, runs, clearances, and 
sometimes location. Wages paid the employees have nothing to do 
with it. 

Not only do the theaters differ from the other enterprises which may 
be ineluded in the bills, but these differences extend to the employees. 
We are familiar with the pleas that have been made to this committee 
as to the inadequacy of a minimum wage of $1 per hour. There are 
those who would increase this to $1.25 or $1.50. 

Witnesses have dramatized the struggles of heads of families to 
raise and educate their families on such a pittance. But, gentlemen, 
the theaters do not employ the heads of families at low wages or re 
quire them and their families to live in a substandard manner. Let 
me assure you that our permanent and technical employees are very 
well paid. 

Ninety percent of our employees the country over are not permanent 
employees, and consist of (@) part-time school boys and girls who serve 
as ushers, (4) elderly persons in retirement from other jobs who add 
to their pensions by performing such light tasks as cashiers and door 
men, (¢) partly disabled persons, and persons with other part-ti 
jobs. These persons, for the most part, are unable to compete tor 
standard employment at standard wages. The theaters. most of which 
operate only in the evening, and some only on weekends, afford these 
people the only kind of theater employment they are able to perform. 
In doing so, we feel that thev are rendering a public service. 
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We feel that this committee cannot help but be impressed by these 
basic differences between the theaters ness the other enterprises that 
may be included in this legislation. It may be that de ‘finitions will be 
adopted which will accurately and dennis describe the enterprises 
to be regulated so as not to include motion-picture theaters in broad 
generalizations. We respectfully ask that their exclusion be made 
abundantly clear. If during the committee’s deliberations there shall 
be any doubt. whatscever, whether the theaters are included in the 
language employed, we ask th: ul the p urpose tO exc lude be mie idle ( lear 
by listing motion-picture theaters among the exemptions. 


The exemptions in some of the bills of enterprises having neithe 
more than 4 establishments nor more iain a total annual volume of 
sales of goods or services of $500,000, would limit the application of 
the legislation to the so-called theater circuit But, we respectfully 
suggest that the dollar volume of bu: iness done is not a fair measure 


1 


of an eaipepe ress ability to stand the proposed legislation. Neither 
the number of theaters operated nor the volume of the receipts consti 
tute proof of a profitable operation. When the theaters are not ma 
ing’ money, the more one operates he worse otf he may be, And if 
the cireuit grosses $500,000, and its overhead and operating expense 
exceed that amount, it is in no position to take on any additional 
expenses. 

Another reason whi n ultiple operation is not a satisfactory test 


4 
‘ 


in our business is that the circuits do not enjoy the advantages had by 
chains in other industries, and which they once had. In the past era 
the big circuits exerted their buying power to secure spe ial advan 
tages in the leasing of films. and the obtaining of prior runs not en- 
joyed by the independent theaters. In 1946 the Government filed an 
antitrust suit which brought about a divorcement between the film 
companies and their affiliated circuits and required those circuits to 
divest themselves of some of their theaters. 

Not only that, but the decree provided that thereafter films should 
be licei nsed ] yicture by picture and theater by theater, thereby eliminat 
ing circuit Sree power and pitting one theater against another, as 
units, in licensing films. Thus, no matter how many individual the 
aters are owned by a circuit, each is a separate entity and must buy its 
attractions individually with no connections with a ny of the other 
theate 7; that may be owned or controlled in a common ownership. 

Mr. Chairman, I think I would like to expand on that a little bit. 
U ch the stenographer left out a sentence or two and that 
cloe S hoi make this particularly o2oo0d reading. 

In 1946 the Department of Justice brought a suit usually called 
Paramount, et al. At that time all of the big major companies, the 
big five, owned and controlled a lot of theaters throughout the coun 
try. These theaters were an outlet for their product and they also 
swapped products among themselves. It was a fairly tight monopoly 
in the cities in which they operated. 

Like the decision in the Pullman Co., where they were given their 
choice of either building cars or onerating cars. they were given their 
choice to either make pictures or sell pictures. 

The monopoly that they had of buying pictures for 400 or 1,000 
theaters at one time was wiped out. Part of that decree which they 
consented to was a provision which made them buy their product for 





QO 
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each theater individually, one picture at a time so that if a picture 
came out it was immediately placed in competition among all the 
theaters in that area and Mr. Loew’s theaters or Mr. Warner’s theaters 
no longer had the opportunity of saying, “This comes to us. You can 
have it after we are through with it.” 

You see it in Washington where the little Trans-Lux plays the best 
picture. The little Playhouse is playing The Ten Commandmer its 
right now. That would not have been possible 10 years ago but today, 
being a part of a large circuit is a liability, not an asset, to a 
theater. 

That is a makes circuit operatic n of theaters vastly different 


from circuit operations of stores. For instance, the only things 
theaters can buy collectively are supplies or equipment, not films, not 
att tions, not merchandise. 


" 
The ee of Labor, in his testimony be 
proposes la fi virer test and one which bases the legislation more firmly 


on Con oress’ power to re culate int 2 pep commerce. His recommen- 


‘fore this committee 


dation is that the legislation, as applied to retail and service establish 
ments, be limited to enterprises in which the total annual value of pur 
chased merchandise, materials, or supplies, moved directly across 
State lines to its place or places of business. is $1 million or more. 
This is from his published statement 

This lability to regulation would depend not on the oe ar volume 
of the business done locally, but on the value of the goods 


vares, and 


merchandise purchased in interstate commerce. We believe thal such 
a test would exclude all of the t theaters since the do not purchase film 
but lease them, and t} "r inter’ tute purchases of concessions s Ippli 
amount to but a small part of their business. 


The fact that the ¢ shibition ¢ end of the motion picture business is in 
financial distress is too well known to ¢ ‘ongress to requil ‘e elaboration. 
It has received much consideration at your hands for W! hich we are pro 
foundly grateful. Without the relief from the admissions tax which 
you gave us in 1954 and 1956, I doubt if many of us could have sur 
vived. But our margin of profit, whenever there is any profit, is ex 
ceedingly small. We are a notable and lamentable exception to the 
general prosperity of the country. Decreasing patronage and rising 


costs, especi: ally film rentals, still plague us. We cannot stand any 
additional en and burdens. the cost of being trite, I must 
advert to the old s aying about the straw that eek the camel’s back. 
Despite the wid spread national naenniaes v and despite seeming] 

large grosses and tremendous investments, the profits of the motion 
picture industry are down to fractions of 1 percent. 

Some 28 States have minimum-wage laws of various kinds, none of 
which call for a flat minimum wage. Instead, the minimum rates in 
the various States are tailored to fit the ability to pay wages of the 
various industries of that State, and in every case consideration has 
heen given to the needs of the motion-picture industry, varying in th 
States according to the population of the towns in whic h they are 
established: for instance, in the oreat State of New Y orl k, minimum 
rates for some employees of theaters are 50 cents per hour in the small 
towns, 60 cents per hour in larger towns, and 70 cents per hour in New 
York City. 

The rates for Connecticut, Idaho, New Hampshire, Wyoming, New 
Mexico, and Rhode Island are 60 to 75 cents, while Massachusetts has 


89327—57—pt. 1 52 
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the highest rate of all, 80 cents per hour—recently raised, I think last 
year, from 75 cents—with many exceptions and exemptions. 

lt Is our Rape that if the Congress passes any minimum wage exten- 
ill show us the same consideration. 


sion, t hey \ 
La ppen d. Mr. Chairman, a lst of the States and their minimum- 
ba law 


KELLEY. Wage rates of 60 cents an hour, 70 cents an hour, would 
not rt what you woul ld call a lin Ing wage, would they 





Mr. Brytawskr. No, sir, but the people getting that are usually 
»yart-time ushers, Mr. Chairman, schoolboys or, | me cases, school 
oirls, th Wo! after school. They work POSSIDIY } hot oO) nm nom 
Li ad i | If. bhi j vel pal | for t] WI ole day. The WOK Ss ver 
ligi t. The turnover is tremendous. I would say that the turnover 
n those things runs between 500 and 600 percent a vear. An usher 
1 . 


- 


4 4 } . 4) ] iM +] 
at stays on the jeb for more than a couple of mont! 


[t is not intended to be a living wage. 

Mr. Kryyery. Many of your tech icians mn the industry are organ 
ized, are they not / 

Mr. Brytawski. In the larger towns, yes, but in the majority of 
the towns I would not think they were. 

Mr. Kriiey. What is the aggregate membership of your organiza 
tion? You say vou are 1 of 2 great organizations 

Mr. Brytawski. Yes; I am speaking for both of them. 

Mr. Keviry. What is the membership of the two organ 

Mr. Bry! AWSKI. Well, I know the membership of the’ Mh ater Own 
ers of America is 6.500 theaters. I am not positive oft the member- 
ship of the other one, but they say they are larger. 

Mr. Ketiey. They are larger 

Mr. Brytawskr. Yes. echce. I would say, and I said before, 
that these 2 organiz: itions re present SD percen t of the theaters of the 
country, because there are unaffiliated organizations that have joined 
nh. For imstance, the State of Virginia has its own aftilinted or 
vanization. 

In California we have the Southern California Exhibits and then 
there is an organ ation in the north of California. The northern Is 
affiliated. ‘The southern is not. 

Mr. Kel y. Are there any full-time eniployees that vou know of 
in either organization working for less than $1 an hour / 

Mr. oe AWskr. No, sir. 

Mr. Ketter. Mr. Roosevelt / 


Mr. Bee I think, sir, I nae like to find out where the fig 


Zutions ¢ 


ures come from on the percentage ot earnings or pre fit which the cir 


cuits are now making. Have you a! salah or does vour figure in 


clude all of the figures ? 
Mr. Brytawskr. Mr. Roosevelt, in getting up figures of this kind, 
the information sources are scarce. People are reluctant, as you might 


easily ok wea to give exact figures. We have to take the general 
izations that appear in the trade papers 

Mr. Roosrveir. So that, your statement that the profit is less than | 
percent is a generalization. 

Mr. Brytawskt. Based on an article that was published in the trade 
papers, We think we know the Gross business. That is published 


i 


every year. Then we can read off what the profits that are reporte 


are, and it comes to a very tinv fieure. 
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Mr. Roosrtveitt. Do you have the article? Can you give us the 
article so that we can put it in the record and judge for ourselves the 
validi ity of the source of the material ? 

Mr. Brytawskt. As to the validity of the source of the material, 
you have me on a spot there because you more or less rely on trade 
publications. I think the motion picture industry is probably the 
most trade-covered industry I know. ‘There are 3 dailies and I think 
7 or 8 weeklies besides monthhes. They get up a lot of figures and 
I used those figures. I may have used a little poetic license in that 
fraction of 1 percent but it isa figure. 

Mr. Roosreverr. You have asked for a specific exemption and 
erant a specific exemption [| think that the committee should have as 
factual evidence as possible before it. 

Mr. Brytawskt. I could give the committee a great many figures. 
| could give the committee figures to show how the motion picture in- 
dustry is today doing less than 50 percent of what it did just a few 
years ago, but you have all that information. 

Mr. ecl vert. How many circuits are there ? 

Mr. Brytawskt. Over 500. Did you say “cities?” 

Mr. Rooseverr. I said “circuits.” You have been saying that the 
circuits no longer have the power which they once had. 

Mr. Brytawskt. | was referring to the circuits which were owned 
by the producing company, the circuits owned by Paramount and 
Twentieth Century-Fox. 

Mr. Roosevetr. Mr. Kennedy, I believe, has a circuit in New Hamp 
shire. 

Mr. Brytawski. But he was not controlled by that. 

Mr. Roosrverr. How many such circuits are there / 

Mr. Brytawskt. In the language—in the parlance of the motion 
picture industry, anyone that has more than six theaters is called 
circuit, 

Mr. Roosrvenr. How many companies are there with more than six 
theaters ¢ 

Mr. Brytawskr. I think you cannot call a farm a ranch unless it is 
at least 200 acres. It is the same with a cireuit. There are 530 of 
those circuits listed in the reference books. 

Mr. Roosreveir. Are those records public? Does you association or 
anyone keep : any kind of records on those 500? 

Mr. Brytawskr. I can furnish the entire list. That is published. 

Mr. Rooseverr. I think it would be somewhat helpful so that we 
could judge whether we felt that those circuits were in a position to 
pay the minimum wage or not, because in your own testimony you 
have indicated that the individual theaters, what I would call the small 
businesses, would not be affected because of the language of the bill. 

Mr. Brytawskt. That is right. 

Mr. Roosreverr. What you are asking for is exemption in effect for 
these 500 circuits. 

Mr. Brytawskt. I want the whole industry exempted. 

Mr. Grirrin. Would you yield ? 

Mr. Roosreveir. Yes. 

Mr. Grirrin. I would like to call attention and question whether or 
not the exemption would apply under the Kelley bill if in the change 
in “affecting commerce” the service and retail establishment is con- 
ceived as applying to the movie industry ? 
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Mr. Roosevett. I think I made clear the other day, and I would like 
to repeat now, that no matter what the bill now says I feel we must 
make the exemption of $500,000. 

Mr. Grirrrix. That is for all enterprises, not just service and retail. 

Mr. Roosevetr. That is correct. I am not trying to bind anybody 
else on the committee to that, but if we are really going to protect 
small business we have to protect it. 

Mr. Grirrin. This is a good example of the enterprise not coming 
under the exemption of service. 

Mr. Roosrvett. The bakers did also. ‘That is where the matter 
came up the other day. 

I realize that you would not want them all excluded, but assuming 
for the moment that the bill as finally written would exclude the smal! 
individual theaters, we then come back to the circuits so that I think 
it would be necessary for the committee to have more about the finan 
cial picture of the circuits. 

Mr. Brytawsk1. If you do not think it would burden the record, 
I would be glad to provide you the recent issue of the Motion Pic 
ture Daily, which is our bible. It is quite a volume, but it contains 
all of the statistics that vou are asking for. I was reading this and 
did not notice whether you gathered the point that the larger eireuit 
of theaters today is operating at a disadvantage over the small theater. 
] am not talking about the litt le the: iters in the little towns because 
they have no competition and with them it is absolutely an economic 
situation. They have no other problems except economic ones. I am 
speaking about ‘the circuit of theaters. 

[ do not believe that the House held a hearing on the bills of the 
last Congress but the Senate did and I appeared before the Senate 
on two occasions, 

Mr. Grirrin. Do you mean on the dollar minimum ? 


Mr. Brytawskt. Yes, only in its application to the theaters. a 
asked if any of our permanent e1 iployees cot less reige- a dollar and 
I said “No.” I know, Mr. Roosevelt, that you live in California and 


I know that Mr. Holt does and I know that you are fairly all 
quainted with some of the fantastic salaries paid in the motion iple 
ture industry. We do not pay that kind i cline lnd we do not pay 
a dollar an hour either. Right here in Washington I recently con 
cluded a contract with the motion-picture operators. They get $3.17 
an hour for the first year and it goes up over a per iod of years. That 
is not a dollar an hour. The stagehands and musicians, engineers or 
managers, get fairly good pct. s. It is these little ushers that come 
and go. We use handicapped people. 

I did not want to adil this point, but I happen to be a member of 
the President’s Committee 'To Employ the Physically Handicapped. 
I am on the executive committee of that organization and have been 
working for some years to pli ice handic apped people and I have gone 
before our national conventions on several occasions to bring this point 
out so that today I think you will find the theaters are probably em 
ploying more handicapped people in these temporary jobs, and will 
employ them whenever they can find them. 

Mr. Roosrvett. Again, there is a statement of which I would tho 
oughly approve, but I would like to know how many handicapped 
people are employed in the trade. 
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Mr. Keviey. Will the gentleman yield? 
Mr. Roosrverr. I will be happy to yield. 

Mr. Ketiey. About 16 percent of the population of the United 
States can be considered physically handicapped, according to a sur- 
vey made by a committee of which I had the honor to be chairman 
several years ago. Would you say you employ 16 percent of your total 
of handicapped people? 

Mr. Brytawsxr. More than that, sir. We can use handicapped 
people. A doorman does not need two legs or arms. 

Mr. Roosrverr. ‘The question is, do you ? 

Mr. Bryrtawski. Yes, positively, because, Mr. Roosevelt, and Mr. 
Chairman, I happen to be a vice president of this national organiza- 
tion ~ I get up and speak to them. oa are sympathetic. People 
in the show business have big hearts. I do not know what it is, but I 
know that they never turn down an opportunity to do a good deed. 
They are the most charitable minded. I do not have to tell you gen- 
tlemen. You have seen the show business people go all over the world 
to entertain our troops and send out hundreds of thousnds of dollars 
worth of films. There must be something nice about this show business. 


It breeds nice oe le " We do that. I am going to send you that book. 
I think you are oe be sorry, but I am going to send it to you. 
Mr. Roosrvert. I do not know whe ther you want the whole book 


but if you send the book, mark the pages that are pertinent to this. 

Mr. Brytawskt. Possibly I can send you what we call the industry 
statistics. You might be able to get what you want out of that. 

Mr. Roosrverr. I think that would be desirable. I think that is all 
Thave. 

Mr. Keiiry. Mr. Landrum. 

Mr. Lanprum. I have no questions. 

Mr. Ketiey. Mr. Holt? 

Mr. Hour. I have no questions. I found the testimony very inter- 
esting and thank the gentleman for coming up to testify. 

Mr. Keniry. Mr. Griffin ? 

Mr. Grirrix. You are not particularly interested or not concerned 
so much with the 40-hour prov ision as you are with the dollar mini- 
mum: isthat right? 

Mr. Bry_awskt. Well, that 40-hour minimum concerns me very 
much, Mr. Griflin. I am not positive what bills you are considering, 
except that I know you are considering Mr. Kelley’s bill. There have 
been over thirty-some bills introduced on this subject not only in the 
Tlouse but also in the Senate. That 40-hour thing worries us more than 
the dollar minimum does, because, if it provides for time and a half 
after 40 hours and if it provides for time and a half for Saturdays 
and Sundays operation, weekend operation, without weekend opera- 
tion we could not exist at all. Do you know that the theaters of this 
country, and J will state this figure to you exactly, actually do approxi- 
mately 80 percent of their business on Saturdays and Sundays. 

Mr. Grirrin. I do not believe that any of the legislation speaks 
in terms of overtime for weekend work as such, but there are proposals 
for time and a half for over 40 hours in a week. To what extent would 
that affect your industry ? 

Mr. Brytawskt. It would mean that people would only work 40 
hours. 
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Mr. Grirrin. What I want to know is, do they generally work more 
than 40 hours now ? 

Mr. Brytawskt. The people that I am talking about, no, except that 
there wi'l be exceptions to that. 

Mr. (irtrrin. Your ushers, generally, would not work more than 
40 hours. 

Mr. Bry.tawski. No; and neither would cashiers or doormen. 

Mr. Grirrin. How about the technicians ? 

Mr. Brytawsk1. I can assure you that they do not work over 40 
hours. In some small communities they may work 48 hours. 

Mr. Grirrin. So that the possibility of time and a half over 40 
hours is not of particular concern. 

Mr. BryLawski. Not to our higher priced people ; no, sir. 

Mr. Grirrin. So that the main concer nh vou hh ave Is the dolla mini 
mum, and particularly as it is going to affect the ushers ? 

Mr. Brytawskt. Mr. Griffin, I am concerned, and our whole indus 
try is concerned, not so much in specific instances, but in the point of 
the broadening of the definition of what affects commerce. I have been 
conversant with this subject for many years. I live in Washington, 
and for that reason, probably, I was appointed chairman of this legis 
lative committee. I know of no other reason why, but I have lived 
here for fifty-odd years. I have studied this thing all the Way through 

Of course, we know that the Constitution gives the Congress the 
right to regulate the commerce between the States. but that term 
“affecting commerce” is new, and that thing can be expanded and ex 
panded until it would cover every little shoeshine shop in the Nation, 
ernie: they must import their supplies. 

Mr. Grirrin. Then, principally, you just do not want to be regulated 
= the Federal Government if you do not have to be regulated to keep 

vay from the bookkeeping an d nuisance involved. 

“Mr. Brytawskt. I think it is more than that. I think those who 
asked for reguiation are sorry and would like to get out from under 

Mr. Grirrin. What percentage of your industry is organized ? 

Mr. Brytawskt. Meaning what, sir ? 

Mr. Grirrin. By unions. 

Mr. Brytawskt. Technical unions? 

Mr. Grirrin. Well, I am just asking that question. Can you elab 
orate and give us an idea of the extent to which your industry is or 
ganized by unions? 

Mr. BryLawskI. You are asking now about the theater Industry 

Mr. Grirrin. The people that you represent. 

Mr. Brytawskt. Well, in the large cities: in Washineton—and 1 
happen to be labor-relations man here—we do business with three dif 
ferent unions. We do business with the stagehands, the motion 
picture operators, the fellows that run the pictures from the booth, 
and the engineers: and then we have a union of our employees, the 
ushers and doormen are unionized. The porters are unionized. 

Mr. Grirrin. The ushers and doormen are unionized: is that right? 

Mr. Brytawskt. They are unionized. That is not a very active 
union, but the others are. 

Mr. Grirrin. Do you have a contract that covers ushers and door 
men ¢ 

Mr. Brytawskt. We had upto last year. 

Mr. Grirrin. Did it provide for wages less than a dollar an hour? 


, 
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Mr. Brytawsxt. Yes. 

Mr. Grirrin. Thank you. Go ahead. 

Mr. Brytawsk1. In the larger cities I can assure you that all these 
trades and occupations are unionized. In the smaller cities they prob- 
ve would not have any stagehands or enough engineers to require 

, but, of course, today, with our elaborate air-conditioning units, we 
rs have to employ technicians; but, for instance, I will say, if you are 
interested in unionization, it is the large circuits that support the 
unions. ‘The small theaters do not bother with them. 

Mr. Grirrin. I have no further questions. 

Mr. Kevtiey. Mr. Landrum ? 

Mr. Lanprum. I have no questions. 

Mr. Roosrverr. Mr. Chairman, I have one more question. 

Mr. Ketiry. Yes. 

Mr. Roosrveir. If we were able to successfully write the applica- 
tion of the $500,000 sales figure into the bill, so that it covered every- 
body, can you give me any statement of how many of the circuits 
would be affected by that ? 

Mr. Brytawskt. $500,000 of gross business, Mr. Roosevelt, or sup 
plies and materials? 

Mr. Rooseverr. Well, put it either way. You have two formulas, 
one of supplies and materials, in other words, the intake; and the 
other the gross sales, which I presume would be the tickets sold. 

Mr. Brytawskt. But you see, there is a tremendous difference there. 
In our business we do not buy our films. We rent them. You know 
that. Motion pictures are never sold. A motion picture is a copy 
right article made by a studio. They keep the copyright. All you 

ean do is rent it or license it for a specific time, a specific place and a 
spec ific pic ture. 

Mr. Roosevertt. So that with a $1 million figure under the Secre 
tary of Labor’s bill, practically none of the circuits would be covered. 

Mr. Brytawskr. That is correct, sir. I said that in my statement. 

Mr. Rooseverr. On the other h: snd, if you used the $500,000 sales 
figure, how many of the circuits would be covered ? 

Mr. Brytawskt. Most of them. 

Mr. Roosrvetr. Most of them / 

Mr. Bry.awskt. Yes, sir. 

Mr. Roosrveirr. Can you break it down 4 

For instance, at what figure would a circuit that had more than 
theaters or 3 or 4, get over the $500,000 7 

Mr. Brytawskt. We have no record of circuits of less than six 
theaters. 

Mr. Roosreverr. You have no record of circuits of less than six ? 

Mr. Brytawsxt. Let me qualify that. Some years ago I was asked 
to make a list of circuits. In fact, I think I made it for Senator 
Kennedy in the last Congress, and he asked for circuits that had six or 
more theaters. I counted up 530 of those. Now, if you want to 
include anything less than six, 1 do not know how far that will go. 

Mr. Roosrverr. Out of those 530, how many of them were in mor¢ 
than 1 State? In other words, how many of them were contained 1 
| State as against those that had some theaters in 1 State and some In 
another 7 

Mr. Brytawskr. Largely speaking, except the big national circuits 
of which there are only four left, most of them are confined to the State 
or in nearby communities. For instance, you take Washington City 
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and the nearby State of Maryland. The theaters in Prince Georges 
and Montgomery Counties, d.. are mostly part tf theater circuits 
that extend into the District of Columbia or maybe into Alexandria. 


lt is a contiguous territory. It is served by the same film exchange. 
They get their pictures from the same sources. It becomes economical 
to operate that way where, instead of having a dozen people running 
in, you vet one man fo buy th yh He does not buy tLnem cheaper, but 
it Saves costs. 

That was one of the most unt ir thir O's about tine vhole idea. I will 
be specific. Let us take a man from the K-B circuit in Washington. 
They h ive 5 theaters in Washinetor and they ha eoln nearby Mary- 
land. Now, a competitive circuit slightly larger, the Lust Theatres, 
has no theaters in the District of Columbia but operates in exactly 
that same territory, the periphery of Washing 

And under the terms of the legislation co lered ar, the 
smaller circuit, because it crossed the State line betwee e District 
of Columbia and Mar land, was hot ed ( lvaniag against a 
wholly State enclosed cirenit which was larger. | | no work out 
equitably. 

That is not in this present legislatio ‘ These vill are quite different 


from the ones introduced tn the previous Congress 


Mr. Roosrverr. I recognize that. 


I have one last question. Do vou have any figure r do you know 
where the CA mmittee can get hours s on the ave we nun he of h urs 
worked by the ushers, the cashiers, and I t] k vou had one othe 
ategoryv that you put into this. 

Mr. Bryrtawski. The ushers and ticket takers, cashiers. 

Mr. Roosreverr. Have you any statistical information which you can 
give us on the average number of hours worked weekly in the industry 


by those neople ? 

I [r. BrRYLAWSKI. It would be she er o1lessw orl , S11. because that kind 
of statistics we do not have. 

Mr. Roosevett. You have no statistics as to what they earn on an 
average on a weekly basis ? 

Mr. Bryrtawsk1i. I do not have that either. I must confess that I am 
not under oath but I might just as well be when I talk up here. I do 
not have that information. We do know that in the bie cities t] 
laws affecting minors and women. For instance, in the District of 
Columbia no minor or woman may work over 8 hours a day or over 48 


ere are 


hours a week and in some cases 40 hours a week. That is a health law, 
not aneconomic one. Those laws are prevalent in a great many State 

Mr. Grirrin. Mr. Chairman. 

Mr. Keniey. Mr. Griffin. 

Mr. Grirrin. Mr. Brylawski, I do not know whether you are 
familiar with the language that Secretary Mitchell has proposed, but 
vour testimony today caused me to notice something about it that I 
never realized before. 

Mr. Brytawsst. I hope I have quoted him correctly. 

Mr. Grirrtn. Fis bill would not extend coverage as far as all enter- 
prises affecting commerce, but he does extend it to enterprises doing 
business in commerce to a substantial extent and then proceeds to de- 
fine what doing business to a substantial extent means and here is 
something interesting in the proposed language: 


That enterprises doing business in commerce to a substantial extent shall mean 
any enterprise that purchases merchandise or receives for use in its current 
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operations materials or supplies that move directly across State lines to its place 
of business which amount in total dollar value to $1 million a year. 

Now, the important words there to your industry, I agro are “re- 
ceives for use materials having a v: alue of $1 million. In other words, 
regardless of how much you might purchase if you were to re * films 
which are very valuable, a million dollars worth of films could 
through a movie theater in a hurry, could it not? 

Mr. a AWSKI. Yes, sir. 

Mr. Grirrin. Of course, there is the 100 employee figure also, but 
I think it is significant to keep in mind that here we are not necessarily 
talking about purchases at all but materials that are used in a business 
that are of of a value $1 million. I do not know whether we really 
mean that or not. 5 

Mr. Roosrvetr. Actually, they would have a hard time defining t) 
from administrative point of view because each print probab ly does 
not have as oreat a value as the product itself as part of a motion pic- 
ture. I donot know how they would administer | 

Mr. Brynawskr. | 
firure what we call t 


ok what a big problem you have when you 


1e film rentals. ‘The Palace Theater in Wash- 
i > 1 . P . . 7. ry. = ‘ 

ington ay pay nIUUU a wer k tor the u rl ot fn specilic finn. i e next 

week that film can go to Alexandria and thev will get $150 for 

: : 


Next week it may go down to a little town in southern Maryland where 
they wil | ps y $25 for the same film, for the same picture exactly, with- 
. , 


( 
! 
I 


oe ao Would you not rather consider, Mr. Grith he that 


what we pay for film rentals 1s not merchandise that we buy or con- 
sume any more than if you rent a book from a library? You pay 
rental on that book. You donot own it. You do not consume it. You 


out a sil 


just borrow it for a short time at dy u pay for that rental. You would 
not report that in your personal property tax. 

Mr. Roosrvenr. I think that it 1s interesting here that it is not 
neces ssarily the rental value t] at is being y referred to. It is the mer- 
chandise received for use having a total value of so much. It is not 


necessarily the rental value at all in the way that this is written. 

Mr. BRYLAWSKI. Very possibly ] should not belabor tire polit, but 
[am familiar with these sales and use taxes that I know that you pay 
like all of us pay in Washington or Maryland, and film rentals are 
not included even in a use tax or a sales tax. They are not included 
They are not our property. We are just borrowing, just as if we went 
to a circulating library, except that we pay different prices for differ 
ent books that we use. 

~ai Roosrvetr. I have nothing further. 

. Keriry. Thank you very much, Mr. Brylawski. 
=f appprec iate your comi ng. 
Mr. Bryntawskt. Mr. Chairman, I appreciate it. I also enoy it. 


STATEMENT OF FRANK C. LYDON, EXECUTIVE SECRETARY, 
ALLIED THEATERS OF NEW ENGLAND 


Mr. Keiuiry. Mr. Lydon, you have a fairly long statement. Do 
you insist upon reading it? 

Mr. Lypon. No, Mr. Chairman. 

Mr. Brylawski and the committee have explored the matter to a 
considerable extent and, if the Chair will permit, I would like to more 
or less summarize the statement. I will submita copy. 
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Mr. Keniey. We would be happy to have you do that. 

Mr. Lyvon. I will have a copy for the record and I will try to sort 
of skim throug rh it. I hope I do the best I can for those peop sle whom 
I represent. 

My hame is Frank & Lydon. I am executive secretary of Allied 
Theaters of New England, a trade association with 190 member 
theaters located in the 5 upper New England States. About 185 of 
our member theaters would, under certain conditions, become sub 
ject to the Fair Labor Standards Act in the event that proposals 
now before the committee were ad pte 

We are a regional trade association. We have no national affilia 
tion, although some of our members maintain membership in 1 of the 
2? national trade groups. 

For the committee's information I shall supply your clerk with a 
record of our membershi 

Mr. RAPT Wit hout objection, it will be entered in the record. 

(The information referred to follows:) 


Venibers of tllied Theaters of New England as of 1p? 1. 1957 


Number theat 
Member - | Total 
Ia Mi N.H R.1 \ 
American Theatres Cory 4 2 38 
New England eatre 2 7 1 | 2 I 1 
Interstate Theatr l 6 | 4 7 
Loew’s Ine j 1 5 
Stanley Warner l 14 
B & Q Theatres l 11 
Smith Management Co 10 1 l 12 
Maine & New Hampshire 7 3 2 12 
RKO 2 l 3 
Western Massachusetts 14 l 5 
Bridgham Theatres 9 2 2 13 
M iddles« 5 5 
University l l 
Trans-Lux l l 
Bosto rarde l ! 
Morrisc { 1 
tal 13 25 14 8 8 190 


Mr. Lypon. Due to the distress conditions which continue to pre- 
vail in our business, we are vitally concerned with any proposal to 
revise our wage structure. 

If I may say, Mr. Chairman, the statement for the next page at 
least dwells on the matter of whether or not movie theaters as such 
should become subject to the act and in the bottom paragraph I ap- 
peal to the committee to explore the matter of constitutional limita- 
tions exhaustively insofar as movie theaters are concerned. It seems 
that the committee has covered that phase to a considerable degree and 
I would not belabor the matter any further 

As to the practical effect of the proposals, provided the expansion 
proposals are adopted and an arbitrary 5-unit $500,000 yardstick is 
aa Mr. Chairman, in any such case a disastrously discriminatory 


handicap will be imposed upon the backbone segment of the movie 
industry. 

If the suggested yardsticks are used, 8,400 theaters, owned by 460 
chains or circuits, will become subject to the act. 
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My source there was referred to in previous testimony, the Motion 
Picture Almanac, which I might say for Mr. Roosevelt’s information, 
includes about 550 or 560 circuits and in our trade a circuit is 4 or 
more theaters. 

Now, taking the circuit list and checking off those circuits with 
5 or more theaters which would become subject to the act according 
to proposals here, 8.400 theaters would become subject to the act. 

Although these 8,400 theaters are less than 50 percent of all 
theaters numerically, they are the backbone of the entire motion pic 
ture industry. 

These theaters represent—and here my material comes from the 
Film Daily Yearbook, which is a reliable and accepted statistical 
source in our trade, These theaters would represent about 80 percent 
of the $214 billion of capital investment in theaters, 85 percent of all 
domestic film rental returns to the producers, and the next figure is an 
estimate I picked based on knowledge of the trade. They employ about 
80 percent of man-hours of labor required by all theaters. 

To subject these theaters to the act and permit 10,000 competing 
theaters to be exempt would create manifestly an unfair competitive 
condition in the trade up and down the line. 

The proposed yardstick discriminates in favor of the “small seater” 
extended-run theaters, most of which are privately or individually 
owned. These theaters, while they remain below the $500,000 annual 
or $9,600 weekly gross level, remain exempt although they may be in 
direct bidding competition with subject theaters. With this extended- 
run policy these small theaters enjoy a larger profit ratio, on both 
receipts and capital investment, than their subject competitors. 

I get provincial, perhaps, here, Mr. Chairman, and try to cite a 
few examples as to what would happen in New England if our mem- 
bers were subject to the act. 

An analysis shows that 305 theaters would be subject to the act. 
This is up in the Boston exchange area. Three hundred and ninety 
eight of these theaters would be exempt under the act, and 99 of the 
exempt theaters would be direct competitors to the subject theaters. A 

‘ap shows that only 44 percent of all theaters would be exempt in 
Ma: ssachusetts, whereas 77 percent would be exempt in Vermont, which 
discriminates to a degree against the Commonwealth. 

As to a specife instance of discrimination, we would lke your 
committee to have a copy of a survey of a particular chain where 
they would be subject in 26 towns and would be required to compete 
in these very same towns with 49 exempt competitors. 

The chart that I present to the committee will substantiate and 
show where they meet that exception. 

Another ex ample as to the degree of discrimination, Mr. Chairman, 
if I may cite a chain which, since the inception of television has been 
reduced from 26 units to 12 units, would be menaced by 13 exempt 
competitors in 9 towns where they have managed to stay in business. 
For this chain, application to the act would be an invitation to extine- 
tion. 

Another example of discrimination : In the event that the proposals 
prevail, in downtown Boston 6 subjected first-run theaters would be 
in direct competition with 4 exempt theaters. 








SOO FAIR LABOR STANDARDS AC 


As to other examples, Mr. Chairman, we could, and would if re- 
quested, cite numerous specific situations where members of our asso- 


ciation are in a nip-aud-tuck race for survival with competing theaters 
with both sides bide ling y agains { each other vieor yusly LO obts all the 
best of the limited supply of current pictures. Ther 1. be little 


doubt as to who will survive if one is granted : ‘ae position 
on an item such as payroll—ordinarily representing about 30 percent 
of total weekly expenses. 

Mr. KELLEY. Pardon me. Wn the bottom of page 5 \ here \ Su 
you would like to have the ce py of the sur Vy suomiutted cle ] peive 
the copy? 

Mr. Lypon. Yes. 

Mr. Kerazxy. That will be included in the record with unanimous 
consent. 

(The survey referred to follows:) 


Analusis show ing that 26 the ute? Ss, U h ich wou ld tbiect to the F ] ) 
Standards Act, would be in direct competition with 49 exempt theaters 
( towr t t I 
; a 
l 
Main 
B Oy | 
Bi ( i 
1. t 
YU I 
Houlto Ho I 
Re I 
i 7 
VW , 
\ y 
Vert T mt t] i 1 ' 
Rhod i 
\¢ ) I ‘ ip I 
P ty 3 | r 
Massa 
I tor n tan I 4 I } 
FenWa 
A] Capit CK 
Dorct ( » Strar Ad nset : 
Brockton B n 
ar ridge Cen Un : I > 
Che Oly 1 
Gloucest She ] 
Lov Stran I I 
Ve I 0 i 
oO 
Pitt } ( I I t 
pringf ] I unt I l } 


Mr. Lypon. The circuit to which I just referred to, where they are 
down to 12 theaters now and would be faced with 12 exempt competi- 
tors in the 9 towns where they have managed to a in business—to 
apply the act to them merely on the premise that they happen to own 
more than 5 theaters would amount to extinction for the circuit. Thev 
would have to get rid of the circuit, break it up, or do something to 
remain outside the scope of the act. 

Another example—strictly local in Boston—using the yardstick 
mentioned most frequently, is that six of the major first-run theaters 
in Boston would then be in direct competition with 4 other theaters 
that would be exempt. They would have an advantage in trading 
and bidding for pictures. There are numerous other local situations, 
Mr. Chairman. I donot think I should bel labor the question by reciting 
them but that is the general idea of the thing. 
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You have the unfair discriminatory arrangements against chain 
theaters. They are pens ilized just on the simple fact that they include 
more than five units in their organization. 

At the bottom of page 6, I cannot help making reference to the fact 
that we have several situations right now where a preferred payroll 
— would assist exempt drive-in theaters, with limited invest- 
ments, lower local taxes, and seasonal and part-time help, to jeop- 
ardize and eventually ruin some of our member theaters which repre- 
sent substantial investments in real estate and higher tax valuations, 
because obviously they are in the business sections of the city rather 
than out in the countryside and these conventions il theaters employ 
labor 12 months of every year whereas the drive-in is strictly a sea- 
<onal business. In passing, we might say, Mr. Chairman, that drive-in 
theaters, as a class, would be less affected than four-wall or conven- 
tional theaters because drive-ins are for the most part owned by new- 
comers to the theater field. 

Mr. Brylawski touched upon that phase when he said that the thea- 
ter circuits were restricted from expanding as a result of the Supreme 
Court case; and during this period, when the large circuits were re- 
strained, individual contractors and strangers to our motion-picture 
industry came in and established the drive-in field so that it is more 
or less a newcomer’s field. 

On page 7, Mr. Chairman, I mention the fact of avenues of escape. 
Ma my smaller chains owned by individuals and closed corporations 

ould be divided and subdivided into —— or friendly groups to 
escape involvement. But no such recourse is available to our members. 
Their only avenue of escape is Henidation in unfavorable competitive 
areas. 

Unfortunately, many of our members occupy theaters under long- 
term leases which are guaranteed by their chain’s corporate integrity 
and on these they are trapped. ‘There is no escape. 

The next paragraph, Mr. ee and some of the following 
page deals on the fact that we in New England have suffered to a 
creater degree than theaters gener: diy th roughout the country in the 
recent recession in our business. I would be inclined to go over it in 
the interests of time. 

At the bottom of page 7, I stress the fact that we have extreme 
uctuations in our grosses. One week a theater is a kingpin and the 
next week it can suffer and nobody comes near you and these fluctua- 
tions, these eutetanaiin have an effect on our payroll. 

On page 9, because of these fluctuations, these uncertainties, service 
wages in theaters have been, historically, somewhat less than those in 
mercantile lines where labor costs can be added directly to the cost 
of goods sold. Regardless cf this condition, we have generally been 
able to obtain all required manpower and we have waiting lists for 
employment in most of our theaters. 

Most of our employees are students, part-time workers, and short- 
term workers, who are interested in earning incidental or supple- 
mental income for conveniences r: ather = an for necessities, or, in the 
case of stucde nts, ea rning lunch money or book money that they may 
continue with their education. 

I will turn to page 10 and frankly state that we do not frankly state 
that we do not concede that we have been parsimonious with our service 
workers. They do not feel that way either. If they did we would not 


4 
i} 
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have any waiting lists of ready and willing workers and more turn 
over. I can think of no instance where we have had labor trouble with 
service workers. 

Because we have been geared up in this manner we have been able 
to pay substantial salaries to our skilled workers, our men in the crafts, 
to whom theater employment is the main source, or the sole source of 
income. These craft workers have always been paid substantial 
salaries. We lve a splendid record of labor relations in this field. 
with unrest or disturbances held to an absolute minimum. 

The next few paragraphs, Mr. Chairman, refer to the matter of 
customary differentials with users at very low rate and chief users 
and then cashiers or doormen and assistant managers with the wage 
differential for each category all the way up to the managers and then 
the crafts, the movie operators or stagehands or electricians which in 
many cases are paid higher hourly rates than managers and in order 
to maintain our differentials without suffering undue hardship we 
have to watch the man at the bottom of the list. 

In other words. if we are req ul red to bring ushe TS up toa Sl level 
we would be under pressure for proportionate increases for each cate 
gory right up to the top. 

Mr. Keitiey. Let me interrupt you for a minute there. 

Mr. Lypon. Yes. 

Mr. KELLEY. Those employees who are in the category above ih 
dollar an hour are mostly your unionized employees, your technicians 
and engineers / 

Mr. Lypon. Correct. 

Mr. KELLEY. I cannot subscribe to the notion that if you ra sed 
the low wave e mployees up to a doll: ir the re m ioht be s some pressure, 
but if you have a contract with these people for a dollar an hour I do 
not think they would be affected. 

Mr. Lypon. Mr. Chairman, I see your point and thoroughly agré 
but I merely mention it because when contracts expire any good aoe 
negotiator for the union will stress the fact, “Wait a second. You 
are paying those youngsters a dollar an hour an . on that premise 
certainly our ski illed worke ‘rs are entitled to a substantial increase on 
the basis of comparison,” and that is routine. 

Mr. Ketiey. It would be an argument. I see that, but I think you 
could resist that argument. You might have other arguments. 

Mr. Lypon. As I said on the previous page, we enjoy very pleasant 
labor relations with our crafts, but as for resisting, it is not easy. 

May I continue, Mr. Chairman / 

Mr. Kruury. Yes. Pardon me. 

Mr. Lypon. I just touch on page 11, Mr. Chairman, on the matter 
of overtime. 


As to overtime provis ions, they would only Ps to the hiever 
theaters in the backbone group unless the Vy hired S hifis to avoid ove 
time, and while we are on the subject of overtime, I think some of 
the bills before your committee call for overtime not only for 40 
hours a week but for hours in excess of 8 hours a day and the point 
on our Saturday and Sunday operation in some of the bigger cities, 


where we run maybe from 1 to 11, 10 hours, is that we would have 
an element of overtime there running over 8 hours. The point I 
did wish to make there was that it would only apply to the bigger 
theaters and even as the proposal to extend the act discriminates 
against this 





group the overtime provision is further dis- 
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criminatory against a particular class within the backbone group. 
Mr. Roosrvetr. Could I interrupt for a minute ? 
Mr. Lypon. Yes. 
Mr. Roosrvetr. Are there many instances on even a Saturday or 
Sunday where a usher would work longer than an 8-hour day? 
Mr. Lypon. Frankly, Mr. Roosevelt, we have situations in some of 
our © ‘ollege cities and towns where the boys ; want to work all the hours 
they can get on Saturday and Sunday and jam in that working time 
to get whatever they can to contribute to their schooling. That is 


where we meet that problem mostly. It is not a general problem 
because up in our area the great majority of our theaters run matinee 
and evening and 1 would” only be in these cities where you would 


have the cont arid operations where overtime would be involved. 

I would like to turn to page 12 if I may, Mr. Chairman, and con- 
tinue. 

Mr. Chairman, we fully appreciate the commendable and construe 
tive objectives of the proponents whose proposals are before you. 
Hlowever, a very important declaration of policy contained in section 

(b) of the act states that remedies should be provided to eliminate 
unfair competition in commerce without subs tantially curtailing em 
ployment, et cetera. 

We respectfully submit, Mr, Chairman, that extending the act to an 
arbitrarily determined class of movie theaters would create rather than 

eliminate unfair competit ion and the catastrophic consequences, mean 
ing closed theaters, would very defintely result in substantially cur 
tailed employment. 

For 20 years, through 10 Congresses under the leadership of bot] 
parties, the present standards for movie theater exemption status 
have prevailed unchanged, even unchallenged. This test of time is 
firm testimony that section 13 (a) (2) prescribes fair and reasonable 
exemption standards for service establishments such as movie theaters. 
We respectfully urge that these provisions be maintained. 

During eight of the most prosperous years in the history of our Na 
ion, When everyone else was in clover, we movie theater men were fight 
ing off disaster. Six spengeny theaters went out of business, 75,000 

people lost their jobs, invested capital went down the drain. 

To lay we are just beginning to see a ray of hope for the future and 
ve appeal to you to give us a fair chance to win our valiant struggle to 
urvive. 

We sincerely apprec iate the opportunity to be heard. We believe 
the conditions which we have cited respecting our own locale are typi 

eal, and that they would apply in every area in the entire Nation, 

For the reasons which we have stated we respectfully petition you, 
Mr. Chairman, and your committee to recommend in your reports to 

1e full committee and, in turn, to the Congress that movie theaters. 
large or small, chain or individual, be continued in their present exempt 
Chairman and members of the committee, for your time, your 
attenti : ‘ena your patience, may I express the appreciation of our 
ni ditiecatity: 

Thank vou. 

Mr. Keuiury. Mr. Landrum ? 

\iv. Lanprum. I have no questions. 

Mr. Keniry. Mr. Roosevelt. 
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Mr. Roosrvetr. Mr. Lydon, if I could come back for a moment to 
the same question which | think we covered a little before, but on 
which I want to get your opinion for the record, have you any figures 
as to the amount of the total payroll which your ushers and ticket 

ikers and others constitute with respect to the total payroll of each 
theater ¢ 

Mr. Lypon. I think somewhere in the full statement or in one ver- 


sion of it, I referred to the fact that pavroll vwenerally tL oU-percent 
tem in theater oper: tion. 
Mr. Ri ISSEVELT. That includes both the tech Clans ind th ‘ part- 


a | i 
ime workers ¢ 


Mr. Lypon. That would include all types of labor. I say 30 perce: 


a mean average because in the cities with higher Iving Cost na 
one thing and another our payroll may represent a larger amount of 
otal expenses and in = e small towns it may represent a proportion- 
ately smaller percentage but I think 30 percent is a fair figur 

Mr. Roosrvenr. A ce teaahat dons Acie ent are technic! ire 


they not? 
Mr. Lypon. That is correct, Mr. Roosevelt. 


Mr. Roosrvetr. You did not know what the breakdown would be? 

Mr. LyYpDon. I would not be d ‘VIOUS. but | do not no N. Mr. Roose- 
velt. 

Mr. Roosrevetr. Of th total employ cd in the so-called nontec!} hnical 
groups, how m ny of them would you s ly were a tually part-time 
people as against people who rel od yn this asa full: time 1ob 7? 

Mr. LYDON. | am SOrry that I cannot olive you a hg Mr. Re OSse- 
velt, and if I do not know I just cannot answer. i ean o1 ly Say this: 
[t may give you the info song 1 yo seek. In the cities where we 


have continuous operation we have more people working full time, 40 
hours, than we do in the remote areas and when you get out into the 
remote areas where many of our theaters run eee only, all your 
help is part time b ‘“ause tne opera Ol s sO il] and it is a sinall 
operation and the conditions are the same whe Paes it is owned by a 
ircuit or an individual, so that to try to draw a line would be rather 
difficult. 

Mr. Roosrvetr. What I have in mind, Mr. Lydon, is that where a 
full-time person was ene in the category of an usher and so forth, 
if that person was not getting a dollar an hour it would seem to me 
that woul l be quite a bit of ro as against the person who was 
doing it on a part-time basis or a h: mndicapped person or somebody 
of that nature. It would make quite a difference in n ny thinking as 
to on or not we could ] perhaps find a legislative provision that 
would draw the difference so that the part-time job would be ineated 
as a part-time job and might be exempt as against a full-time job 
where the person was perhaps being unfairly Sethe ited against. 

Mr. Lypon. I see your point. May I make an observation. Mr. 
Chairman, that would be extending the matter of discrimination still 
further because all of your part-time workers are going to be down in 
the smaller independent categories and 2 owners of those theaters 
er | get the ae ante age of a special rate for part-time workers which 
would not apply to the other theaters, oftentimes their con pet titors. 

Mr. Roosrvetr. Why could not the other theater people do the 
same thing? 

Mr. Lypon. That would be to evade being included in the act. You 
mean could they hire part-time workers ? 
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Mr. Roosrvett. Exactly. 

Mr. Lypon. Would that be devious? 

Mr. Roosrvetr. No; I do not think it would be devious at all. If 
this job which is best done by a part-time worker or adequately done 
by a part-time worker, certainly that is a job which should be av ailable 
to them or available to handicapped people such as Mr. Brylawski 
talked of and not a job which we should allow to go to someone who 
had to keep it as a full-time job at less than a dollar an hour. 

Mr. Lypon. I see. I have tried to explain that to you. 

Mr. Roosrvetr. It would not necessarily be discriminatory. 

Mr. Lypon. Not necessarily. 

Mr. Roosevert. That is all, Mr. Chairman. 

Mr. Ketury. Mr. Griffin? 

Mr. Grirrin. Mr. Lydon, I understand my colleague, Mr. Roose- 
velt’s position on this, but I want to clarify something for my own 
mind and for the record. You refer to theaters on page 2 as service 
establishments. Do you know whether or not you are exempt now 
because you are considered by the Wage and Hour Administrator as 
a service establishment within the meaning of his regulation 

Mr. Lypon. I think the answer to that, Mr. Griffin, is that under 
section 13 (a) (2), the statute spelling out retail and service industries 
and setting up a yardstick of a certain percentage of gross receipts, 
12 (a) (2), as 1 vaguely remember it, specifies that if the establish- 
ment receives more than 50 percent of its gross receipts within an 
individual, particular State, they are exempt. 

Mr. Grirrin. That answers my question. Then apparently your 
exemption is a specific exemption as a service establishment. I did 
not know whether that was the case. 

Mr. Lypon. That is my belief. I appreciate, Mr. Griffin, that I am 
on thin ice because that is a legal question. Iam strictly a movie man 
and I do not know what the Department figures. 

Mr. Rooseve.t. Will my colleague yield? 

Mr. Grirrin. Yes. 

Mr. Roosrvett. I would think it would be interesting to find out 
whether the regulation is so drawn as to whether they are exempt for 
that reason. 

Mr. Grirrin. We might ask the staff to check that. 

Mr. Roosevetr. The Wage and Hour Division could tell you 
quickly. 

(Information referred to was subsequently supplied by Wage and 
Hour and Public Contracts Division, United States Department of 
Labor, and follows:) 

Theaters and movie houses are classified as types of establishments whose 
Sales or services may be recognized as retail. 

(Further information on this subject may be found in interpretative 
bulletin, part 779, Wage and Hour and Public Contracts Division, 
United States Department of Labor, which is filed with the committee 
and available for reference. ) 

Mr. Keniry. The Chair recognizes the minority clerk. 

Mr. Grawam. Prior to the 1949 amendments, were the regulations 
of the Wage and Hour Division such that you were covered ? 

Mr. Lypon. Not to my knowledge. 


89327—57—pt. 1 53 
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Mr. Grauam. Then, in other words, they had never made any en- 
deavor to include the motion picture operator under the act prior to 
the 12 (a) (2) amendment ? 

Mr. Lypon. Never. 

Mr. Grauam. That is all. 

Mr. Grirrin. In the theaters which you represent in New England, 
what m the range of wage rates per hour for ushers and doormen ? 

Mr. Lypon. Well, to begin with, we have a statutory minimum 
wage in Massac husetts of 80 cents. That applies to ushers. Im New 
Hampshire we have a statutory minimum for ushers of 65 cents. 

Mr. Grirrin. Did that minimum tend to become the maximum in 
that case ¢ 

Mr. Lypon. Very definitely. Up in that area those would be 
maximum rates in the smaller theaters. Of course, Maine has no 
minimum and I would say the prevailing wage up there may be 50 
cents or 60 cents or something like that. Vermont has no minimum 
and I have very few members in Vermont and I frankly have not 
inquired about their payroll rates up there. Rhode Island has a statu- 
tory 90-cent-per-hour wage rate for all workers and Rhode Island has 
a spec ific exemption status for ushers in theaters and a few other cate- + 
gories in that same provision. Rhode Island also has a specific ex 
emption status for students during the period when school is in 
session. 

Connecticut has a 7d-cent statutory ninimum wage and | provision 
of the statute gives the commissioner of labor a great deal of authority, 
extreme latitude to prevent the curtailment of employment and 1 
order to exercise his authority and prevent curtailment of employ- 
ment he permits the theaters to employ ushers at 60 cents an hour. 
That would not apply in Hartford. oe ford, Conn., is a very tight 


labor city and it always has been and in Hartford you have a prob 
lem to get ushers because they can go into other lines very easily. 
[ think I have given you the background for the territory. 

I might Say that not too | ng avo we had a union contract for 


] ] 


usher work in one of the States and I would prefer not to mentio) 
the specific State, for 55 cents an hour. It was subsequently raised 
to 60 cents and 65 cents but the negotiator Tor the union Was satis 
fied he was getting work for a volume of men at 50 cents, 55 cent 


and 60 cents, whereas, if the rate gets unreasonably high, you employ 
fewer boys and a off your payroll costs. So a high minimum 
sometimes can defeat its own purpose. It means you give more 


money to fewer people which means that unfortun ately some fellow 
has to] ay a penaity through loss of ¢ mploym«e nt. 

Mr. Roosrverr. Would my colleague vield ? 

Mr. C hair ian, i would be inte sting to me if the staff wo ild vet 
for us the minimum wage law in the States to which Mr. Lydo: 


has referred, jaraaclarls RI 


/, 


Rhode Island, and what other State 
Mr. Lypon. We have minimum wage statutes in Massachusett 
Rhode Island, Connecticut, and New Hampshire. 
Mr. Roosrevetr. That is s mply in order that we might examine the 
manner in which these exemptions were provided by law in those 
states. 


Mr. Kewiey. I suggest that the staff get that informatio: 


(The information referred to is as follows:) 
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Minimum-wage laws and orders applying to theaters in specified New England 
States 


E ffec- Rate, Statutory or Employees 
State tive amount wage order ! covered I nptions 

date (cents) | | 
Connecticut | 1952 | 75 | Statutory All persons Any worker subject toF LSA. 
Massachusetts | 1957 | 280 | Wage order do 
New Hampshire 1955 65 | Statutory lo De 

475 | 
Rhode Island , | 1956 90 | do... do Workers of employers with 
ess than 4 workers. 
| 
1 Jn all 4 States there is a statutory minimum for 1 t or all industry, with provision for permissible wage 


orders in individual industries 

2 The statute provides a $1 minimum for all industries, except those covered by wage orders. In such 
industries a minimum of 80 cents an hour supersedes any lower rate. The new amusement and recreation 
order of July 1, 1956, which provides for a 90-cent rate (except 80 cents for ushers), is currently inoperative 
due to a court order Pending a final decision, the 80-cent rate applies to all theater employees. 

3 Ushers. 

4 All others. 






Prepared by the Department of Labor, Wage and Hour Division, based on materials of Bureau of Labot 
Standards and Women’s Bureau. 


Mr. Grirrtn. I cannot resist commenting on one of your argu- 
ments to the effect that the operation of this would be to discrimi- 
nate against one State. You already have, by virtue of the State 
minimum law, discrimination involved in your industry, do you 
not? Maine does not have a minimum wage law and another State 
has 80 cents. 

Mr. Lypon. That is correct. We have the highest mmimum rate 
in the country in Massachusetts right now. 

Mr. Grirrrn. Thank you very much, Mr. Lydon. 

Mr. Ketitey. Thank you very much, Mr. Lydon. 

Mr. Lypon. Thank you, Mr. Chairman and gentlemen. 

Mr. Roosrvert. May I put in the record two letters received, for 
the information of the committee / 

Mr. Ketiry. Without objection, they will be entered into the 
record, 

(The letters referred to follow :) 

THE KWALItTy Kips, 
Burley, Idaho, March 27, 1957. 
Representative JAMES ROOSEVELT, 
United States House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN: We oppose H. R. 4575 and S. 1237 eliminating agricul- 
tural exemptions for the following reasons: 

Hours of work can be regulated in a manufacturing industry. However, this 
is not true of agriculture, especially perishables. These products must be har- 
vested at the proper stage of maturity and harvesting is often influenced by 
weather conditions. 

The packing of fresh fruits and vegetables cannot be done on an 8-hour-per- 
day production line as can the manufacture of nonperishable commodities. The 
fruits and vegetables must be packed and dispatched for market while still 
fresh. A plant operator, who is also a grower might be better off financially 
to refuse to handle other grower’s fruits or vegetables in order to hold his opera- 
tion down to 8 hours per day for a 40-hour week. 

An industrial manufacturer can pass along higher labor and production costs 
to the consumer. However, the only way farm products can be placed in the 
retail markets at a price the consumer can pay is to permit the farmer to 
continue to operate as he has in the past. 
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If this law is applied to agriculture, the industry would be caught in a 
three-way squeeze, namely, the farmer does not set the price of his commodity— 
he receives what the consumer will pay. Industry sets the price on what the 
farmer must pay for his equipment, and so forth. The Government would set 
the price on labor. 

Agricultural products cannot be stored and processed at will, but must be 
handled or processed at maturity over which we have no control. Fresh prod- 
uce operators must work when products are available and lay off when sup- 
plies are curtailed. 

These proposed bills would impose a nearly impossible situation for record- 
keeping, as most farm labor sets the hours most satisfactory to them and would 
be very difficult to keep hourly records for each. Most farm workers are on 
piecework. This would all have to be converted to hour-rated if it passes. 

Very truly yours, 
KWALity Kips, 
By Geo H. Carmopy. 


HoTer HANForp, 
Mason City, Iowa, March 27, 1957. 
Representative JAMES ROOSEVELT, 
House of Representatives, 
Washington, D. C. 

DEAR Mr. ROOSEVELT: I am writing relative to the proposal of the administra- 
tion that hotels and like service establishments be brought under the Federal 
Minimum Wage Act. I ask that you use all the influence at your command to 
help defeat such a proposal for the following reasons. 

Kirst of all, the Hotel Hanford, of which I am general manager and part 
owner, is located in the agricultural community of Mason City, Iowa. We have 
limited industry in this city, and the wages and cost of living are by no means 
comparable to those of an industrial center. To put this hotel under the IFed- 
eral Minimum Wage Act whereby I would have to pay a minimum wage of $1 per 
hour, would result in utter chaos. I would be forced out of business simply 
because my smaller competitors who employ less than 100 people would not come 
under the Federal act, and could thereby undercut my prices on rooms, menus, 
and so forth. To force my labor cost, which is already over 40 percent of sales, 
into a class with that of big city hotels is unfair and unwise. 

Secondly, I do not see how the Congress can consider any hotel to be in inter- 
state cominerce. We have for the most part, one product to sell, and that is 
service. This product is sold solely on the premises, and does not constitute 
interstate commerce. Moreover, 90 percent of our trade comes from people 
residing within the State of Iowa. We produce no goods for commerce and ship 
no goods across State lines. 

In addition, if we are brought in under the Federal Fair Labor Standards 
Act, we would be obliged to raise our average daily single room rate by $2 in 
order to cover the increased labor costs. Such a raise would send present and 
potential customers streaking away from our doors to seek other accommodations 
at smaller hotels and motels which would not come under the law. With our 
occupancy percentage already dangerously dancing between 50 percent and 60 
percent for the year, you can easily see that it wouldn’t be long before we could 
not carry on any longer. 

I therefore ask you to consider the arguments supplied above, and help to 
defeat any such proposal whether in committee or on the floors of Congress. 

Yours respectfully, 
ERNEST J. Kunin, President. 


Mr. Lypon. We have our memberships list and another item to 
be submitted. 

Mr. Ketiey. That has been included in the record. 

The committee will stand adjourned until Tuesday morning, April 
9, at 10 o’clock. 

(Whereupon, at 11:30 a. m., the subcommittee recessed to recon- 
vene at 10 a. m., Tuesday, April 9, 1957.) 
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TUESDAY, APRIL 9, 1957 


House or REPRESENTATIVES, 
SUBCOM MITTEE ON LABER STANDARDS 
OF THE COMMITTEE ON EDUCATION AND LAr IR, 
Washington, D.C. 

‘The subcommittee met at 10 a. m., pursuant to recess, in room 429, 
Old House Office Building, Hon. Augustine B. Kelley (chairman of 
the subcommittee) presiding. 

Present: Representatives Kelley, Landrum, Teller, Holt, and 
Griffin. 

Staff members present : Fred G. Hussey, chief clerk; A Regis Kelley, 
clerk ; and John O. Graham, minority clerk 

Mr. Ketitey. The committee will please be in order. 

The Chair will recognize the clerk for insertion in the record. 

Mr. A. Recis Ketiry. The staff of the committee and a number of 
members have received communications pertaining to the issue we 
have under consideration. I herewith submit them to you for inclu- 
sion in the printed record. 

A letter from Robert C. Spicer, respectfully referred by Hon. Daniel 
A. Reed. 

(‘The letter follows :) 

WELLSVILLE FARM SuUPPLy, 
Wellsville, N. Y., February 15, 1957. 
Hon. DANIEL A. REED, 
House Office Building, 
Washington, D. C. 

DEAR Mr. REED: I am writing concerning the new wage-hour law which we 
understand may go into effect this coming June. 

As secretary of the Allegany County Farm Equipment Dealers Association, 
I have been asked to write to you and ask that you do whatever you can to keep 
this law from going into effect. 

The 22 farm equipment dealers in this county sincerely appreciate your 
cooperation. 

Yours truly, 
Rosert C. SPIcer, 
Secretary, Allegany County Farm Equipment Dealers Association. 

Mr. A. Reoats Ketiey. A telegram from R. J. Payor, respectfully 
submitted by the Honorable Will E. Neal. 

(The telegram follows:) 

SRADSHAW DIEHL Co., 
Huntington, W. Va., February 20, 1957. 
Hon. Witt E. NEAL, 
House of Representatives, Washington, D. C.: 

Any change in the retail exemption from the wage-and-hour provisions of the 
Fair Labor Standards Act will create a considerable hardship on small retail 
stores such as ours. To include our type of store in a minimum-wage schedule 


SOY 
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would reduce our already small profit margins to a dangerous low. Our operation 
is a localized business and hour-wage structure is a reflection of the area. Please 
exercise every effort to continue the retail exemption features of fair labor 
standards as they are provided now. 

R. J. PAYor. 


Mr. A. Reets Ketiry. A letter from the Commercial Telegraphers’ 
Union. 
(The letter follows:) 


THE COMMERCIAL TELEGRAPHERS’ UNION, 
Silver Spring, Md., March 18, 1957. 
Mr. Fred G. HuSSEY, 
Chief Clerk, Committee on Education and Labor, 
House of Representatives, Washington, D.C. 
Dear Mr. Hussey: Thank you for your telegram of March 12 
As I advised your office last Friday, our organization does not wish to appear 
before the committee in connection with current hearings on amendments to the 
Fair Labor Standards Act. We do, however, wish to be recorded as being in 
full support of the position taken by the American Federation of Labor and 
Congress of Industrial Organizations, as presented to the committee by Andrew 
J. Biemiller, director, AFL-CIO Department of Legislation, on March 6. 
If in order please accept this letter as a written statement to that effect. 
Very truly yours, 
W. L. ALLEN, 
International President. 


Mr. A. Recis Keiirey. A statement by the Baltimore Steam Packet 
Co., Old Bay Line, respectfully referred by the Honorable Phil 
Landrum. 

(The statement follows :) 


STATEMENT BY BALTIMORE STEAM PACKET Co. (OLD Bay LINE) 


The Fair Labor Standards Act at present in effect exempts seamen from the 
minimum-wage provision, section 6, and the maximum-hours provision, section 7. 
It also exempts as to maximum hours, section 7, all transportation industry sub- 
ject to part I of the Interstate Commerce Act. 

Committees of the House and Senate are now considering proposals to amend 
the Fair Labor Standards Act to eliminate the above exemptions. 

The Baltimore Steam Packet Co., which has been operating in inland water 
freight and passenger service for 117 years, and is the oldest steamship line in 
existence in the United States, will definitely be put out of business should the 
above exemptions be eliminated. 

All of the first-class freight and passenger coastwise steamship lines formerly 
operating on the Atlantic Coast have already been forced out of business because 
they were unable to profitably operate principally because of high wage rates, 
and the Baltimore Steam Packet Co. is the one remaining standard domestic 
freight and passenger steamship line operating on the Atlantic Coast still in 
existence. 

The term “seaman” applies to every position on a vessel from captain to galley 
boy, mess boy, etc. If the proposed provisions should become law, such ratings 
as galley boy, mess attendant, etc. (already receiving a fair salary, plus relief, 
food, lodging, uniform, and health protection) would have to be raised, which 
would in turn disturb the relationship between those wage rates and the wage 
rates applicable to other positions resulting in a substantial and prohibitive in- 
crease in the cost of this unsubsidized steamship company. However, the situa- 
tion is much worse than this, because the Bay Line must operate its freight and 
passenger service 7 days a week. It operates, under the regulations of the United 
States Coast Guard, a two-watch system on a twelve-hour voyage; that is, 6 
hours on and 6 hours off, but employees, most of whom make their home on the 
vessel, are not fully employed during that time because their duty does not re- 
quire employment, and because, out of every 24 hours, 12 hours is port time, but 
under the setup as it exists, additional working time might be claimed and this 
would mean that the earnings of a galley boy, porter and mess attendant, etc., 
would be further substantially increased because of the hourly provision, and 
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again it would mean that the wages of all other positions on the vessel would 
have to be adjusted accordingly and the Bay Line already operating at a loss could 
not continue in business under such a wage arrangement. While the proposed 
amendments may provide that “off duty periods aboard ship when employee ren- 
dered no service” shall not be included, this is not a workable provision as em- 
ployees may be called for duty for a short period (minutes) several times during 
a voyage and this provision would be difficult and practically impossible to 
administer. 

As stated above, the present act exempts from the maximum hour provision 
all corporations subject to part I of the Interstate Commerce Act, but the new 
provision limits this exemption to railroads and related industries and excludes 
the inland water transportation industry although that industry is also subject 
to part I of the Interstate Commerce Act. The principal reason for this exemp- 
tion is that the railroad industry must operate 7 days a week and it cannot 
always adjust its working schedule so that a 40-hour week will be observed. 
The exact same conditions apply to the inland water transportation service 
operated by the Baltimore Steam Packet Co. Usually, an industry subject to 
the maximum hourly provision of the Fair Labor Standards Act can adjust its 
work schedule and arrange its employment on a 5-day week so that there is no 
overtime payable under the Fair Labor Standards Act. In the case of an indus- 
try like this company that is continuously in operation 7 days a week, the 40- 
hour week cannot always be observed in the case of all employees, and the result 
would be, if industries such as the Bay Line have to observe the 40-hour week, 
a premium for exceeding the 40-hour week must be paid continuously with a 
consequent undue burden, particularly on this inland water transportation oper- 
ating always on a narrow margin of profit and presently operating at a loss. 
At any rate, the same exemptions should continue to apply to all corporations 
subject to part I of the Interstate Commerce Act. 

When the Fair Labor Standards Act was first amended, Congress made appli- 
eable to the shipping industry the exemptions referred to above, and in every 
instance where amendments to this act were considered, Congress continued 
those exemptions. It is absolutely essential to the continued existence of this 
company, whose owners have received no return from it for many years, that 
the exemptions be continued. 


Mr. A. Reets Ketiey. A statement by the Honorable A. Sidney Her- 
long, Jr., of Florida. 
(The statement follows :) 


STATEMENT OF CONGRESSMAN A, SYDNEY HERLONG, JR., OF FLORIDA, IN OPPOSITION 
rO THE PROPOSED EXTENSION OF THE FEDERAL WAGE AND Hour LAW REGULATIONS 


Mr. Chairman, I am opposed to any extension of the Federal Wage and Hour 
law regulations insofar as they apply to the hotel, retail, or agricultural fields. 
Such an extension to include these businesses, I believe, would wreck hundreds 
of small business enterprises in this country. 

The extension probably would help a few if applied to these businesses, but I 
am certain that far more others would be hurt should the law be applied to them. 

In my State of Florida where there are thousands of retired people, these 
retirees are able to supplement their pensions or social security through seasonal 
jobs in various businesses and principally the hotel industry. 

And then I think of the thousands of high school and college boys and girls 
who, without any prior experience whatsoever, are able to obtain employment 
n these businesses during school recesses. 

In stating my position, I want to make it clear that I want to do everything 
possible to get salaries and wages as high as possible, because I think that means 
good times for everybody, and I do know just how much the cost of living has 


gone 





ip 

On the other hand, I have received many letters from employers in retail and 
service businesses, telling me that if their businesses are covered by this iaw 
they will have to reduce their working force, because they have just so much 
income and can pay out only so much for help. 

I want to help the worker. But am I really helping him if I cause him to lose 
his job? I don’t want to see any employer exploit his labor by paying less than 

is worth. Neither do I want to see employees shut down a business in an 
effort to get the goose that lays the egg, even though it may not be a golden egg. 

From my mail, here is what some of the hotel and other people in Florida tell 


me about their businesses: 
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From an Orlando hotel operator: “If we as hotel operators, are forced to operate 
under the Federal Fair Labor Act, a large percentage of the hotels in Florida 
will be thrown into bankruptcy; thereby eliminating employment for the hotel 
personnel concerned. With few exceptions, the remaining hotels in our State 
would only be able to operate on a 3 to 4 months seasonal basis.” 

From Daytona Beach: “We of the hotel industry have a unique operation 
in which our properties must be manned around the clock, however, much of 
this time is nonproductive. We are unable to curtail our wage cost by dismissing 
employees during the time when their services are not needed. 

“As you know, hotels are now placed at a disadvantage in competing with other 
types of housing facilities, and the necessity of increasing wage costs would only 
mike this disadvantage greater. 

“For your further consideration, hotel workers receive, in addition to their 
wages, other items such as meals, lodging, uniforms. tips, etc., which make their 
jobs attractive as is evidenced by the jarge application for work in our industry. 
I feel that the hotel industry provides more work for elderly people, seasonal 
employees, handicapped and unskilled workers than any other industry, and 
should we be obliged to pay a minimum wage of $1 or more, it would be necessary 
to discharge many of these worthwhile people, presenting an unnecessary 
unemployment problem.” 

From a retail store operator in Clermont: “This (the wage-hour law) is a 
threat to the very economic existence of many of us who serve the consumer 
public as retail dealers. We are engaged in the retail building material business, 
which is essentially a local function. For the Federal Government of the United 
States to extend its powers down to this small community and the limited area 
served by us, to control and regulate this essentially local function is in direct 
contrast to our concept of the very basis of our democratic system. 

“A large proportion of what we have to sell is service. We serve homeowners, 
prospective homeowners, contractors, ‘do it yourself’ customers and other con 
sumers in this vicinity, and our operations are geared to fill the varied shopping 
needs of these different types of customers. Some require service early, others 
late or on Saturday, and we must be here to serve them when the convenience 
of their own schedules require it. For us to voluntarily disrupt our whole opera- 
tion and regear it on the same basis as an assembly-line industry, where man- 
hour productivity is a controlling factor, would be the highest folly. 

“We have provided our employees with a very high degree of stability and 
regularity in their employment. If hourly overtime wage costs are imposed, we 
will be forced in the interest of self-preservation to readjust our employee 
schedules, and this can only be to the detriment of the employee. Few of them 
would exchange their present stability for the resulting irregularity and uncer- 
tainty.” 

From Daytona Beach: “Inclusion of hotels in this act would practically put 
hotels out of business in that our hours must necessarily be around the clock 


to satisfactorily serve the public. Since we are intrastate in our operations we 
feel we should not be made a part of this act.” 

From Ocala: “The farm labor problem in this area has become even greater 
than prices and controls. Since the enactment of the $1 minimum wage it is 
next to impossible for farmers to hire the help they must have to produce the 
foods we must have to live. 

“With each increase the unions demand, and get, the spread between what a 
farmer has to buy and what he grows to sell gets greater and greater. At pres- 
ent prices for his crops, he cannot pay $10 a day for hoe hands and tractor 
drivers. Since this same help has relatives and neighbors working on mini- 


mum wage jobs he cannot hire them for less 
‘ 





“In this competitive Nation of ours, even the lowliest worker feels he is equal 
to his neighbors and therefore shoul ] 


make as much with as little effort. 
“In the past 3 months, 10 of our best farmers have thrown up their hands in 


dismay and either sold out to speculators, or taken jobs with the new indus- 
tries now coming to Florida in ever-increasing numbers the farmer cannot 
work a 40-hour week and make a living wage despite every effort of the Gov- 
ernment to help him. We who sell him equipment and guarantee to keep it 


running cannot work a 40-hour workweek and be here when he needs parts or 
service * i 

As Congressman from the Fifth Congressional District of Florida, I don't 
believe that the Federal Government has any business in this field of setting 
wages and hours. If it can set a minimum wage it can also set a maximum 
wage. If that should happen we, of course, would be in the midst of socialism. 
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Mr. A. Rects Kerrey. A letter from the Globe Sanitary Products 
Co. respectfully referred by Hon. Frank Thompson. 

(The letter follows :) 

GLose SANITARY Propucts Co., 
Jersey City, N.d., February 18, 1957. 
Congressman FRANK THOMPSON, Jr., 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN THOMPSON: We ask your cooperation to support H. R. 
bill 4575 submitted by Augustine B. Kelley, Congressman from Pennsylvania, 
with the following suggestion that the 25 percent exemption be reduced to 10 
percent. 

We are manufacturers of wiping cloths and as such come under the provisions 
of the Fair Labor Standards Act. Due to a special exemption in this act, we 
are placed in an unfair competitive situation. 

Many laundries also engaged in the processing of wiping cloths secure an 
exemption from provisions of this act because of sectious 6 and 7 which exempt 
them, since 50 percent of their volume is sold within the State. 

Your aid is requested in correcting this inequity. We believe it was not the 
intention of the original authors of this act to work a hardship on a certain 
segment of an industry. The suggested amendment would be as follows: 

“Section 6 and 7 of the act should be amended to extend minimum wage and 
maximum hour coverage to each employee engaged in commerce or in the pro- 
duction of goods for commerce as well as to each eniployee employed in or 
about or in connection in any enterprise which is affecting commerce, Com- 
merce should be so defined as to include any activities necessary to commerce 
or competing with any activity in commerce, where the payment of wages at 
rates below the statutory minimum would burden or obstruct or tend to burden 
or obstruct commerce or the free flow of commerce.” 

Your cooperation will be greatly appreciated. 

Very truly yours, 
MAXWELL Sprro, President. 


Mr. A. Reots Kerxey. A letter from Kean’s Dry Cleaners & Laun- 
derers respectfully refered by the Honorable Augustine B. Kelley. 
(The letter follows:) 


Kean’s Dry CLEANERS, LAUNDRY, FURRIERS, 
Baton Rouge, La., February 11, 1957. 
Congressman AUGUSTINE B. KELLEY, 
House of Representatives Office Building, 
Washington, D.C. 

DEAR CONGRESSMAN Ketiry: I believe a strong attempt will be made this 
year in Congress to extend Federal wage and hour law coverage to employees in 
the retail and services trades. 

Like most forward-looking businessmen, I want to raise the real wages and 
the living standards of our employees; however, I seriously question the wisdom 
of national legislation as applied to purely local business. I further believe 
that the higher prices stemming from high wages in our particular business will 
depress business volume, and shrink the number of jobs available. 

I realize that this question, like many others, has two sides, and I hope you 
will find some merit in my viewpoint. 

However, there has been advanced one compromise plan that I believe has no 
merit at all Under this plan, coverage would be extended only to businesses 
over a stated volume, or employing over a certain number of employees. This 
proposal, I strongly believe, overlooks the most basie economic axioms. It pro- 
poses to raise the wages of the “many” employees in the so-called big businesses, 
without affecting the “few” employees in the smaller businesses who ‘can’t 
afford the increase.” 

Please read the enclosed sheet which clearly lists the notable fallacies of the 
compromise plan. 

After reading, I hope you will agree with me that any measure which pro- 
poses to regulate part of our industry, while exempting another, is dangerous 
and ill-advised. 

Sincerely yours, 


1) 
ll 


W. Amiss KEAN. 








814 FAIR LABOR STANDARDS ACT 


SUMMARY OF OBJECTIONS TO LEGISLATION PROPOSING TO EXTEND COVERAGE OF 
FEDERAL WAGE AND Hour Law TO CERTAIN RETAIL AND SERVICE BUSINESSES 
ON THE BASIS OF SIZE 


(1) With the exception of a very few interstate operations, already covered 
by the law, even the large units in our business are far from being “big busi- 
ness.” Large gross income is offset by the low margin inherent in our business. 
Inufluence seldom extends beyond the several counties that may up a trade area. 

(2) There are more employees in the smaller service and retail units than in 
the larger units. Therefore, the majority of workers in our industry, being 
employed by exempt firms, will not be affected by such a law. 

(3) The larger units in our industry are actually less able to raise wages 
than the small units. Figures compiled by the American Institute of Launder- 
ing for 1955 indicate that plants grossing under $250,000 netted 4.04 percent 
of sales, as compared with 3.01 percent of sales for firms doing more than 
$250,000. Similar figures released by the National Institute of Dry Cleaning 
show profits of 11.9 percent and 8.6 percent, respectively, for small and large 
plants. 

(4) The competitive situation dictates that regardless of legislation to the 
contrary wages in the larger plants cannot possibly be raised unless wages in 
smaller competitive plants are raised also. Wages and salaries comprise about 
60 percent of gross sales of both small and large plants in the service trades 
Therefore prices are closely set by wages. Since larger plants offer service 
essentially identical to that offered by small plants, price competition must be 
met or at least very nearly met in order to retain a market. This simply can- 
not be done with the wage differentials that will be created by such a law, for 
unlike manufacturing there are virtually no appreciable savings available due 
to mass production in the large unit. The result can only be that the larger 
plants will be put out of business and their former employees will seek and find 
work in the smaller, exempt plants doing the same work for the same wages as 
before the law was enacted. The worker will have benefited not at all, but our 
industry will be without the very firms which are leading the search for better 
equipment and better methods in order to raise wages while holding the line on 
prices. A hardship will have been created on management and labor alike and 
there will be nothing of benefit to show for it. 


Mr. A. Reets Keviry. A letter of Albert E. Silberman & Co. respect- 
fully referred by the Honorable Michael A. Feighan. 
(The letter follows:) 


E. SILBERMAN & Co., In 





Cleveland, Ohio, January 29, 1957 
Representative Mrcnarn A. Feta 
20th District, House of Representatives, Washington, D.C. 

Dear Mr. FeigGHaAN: We manufacture wiping cloths and come under the P 
vision of the Fair Labor Standards Act 

Due to a special exemption in this act many laundries \ ) process wipi 
cloths secure an exemption because of ctions Nos. 6 and 7 as 50 percent of their 
volume is sold within the State. This puts us in an unfair competitive posit 
which we do not believe was the original intention of this provision. 

We suggest the following amendment or one similar to it to correct the inequity: 


“Sections 6 and 7 of the act should be amended to extend minimum wage and 


maximum hour coverage to each employee engaged in commerce or in the pre 
duction of goods for commerce as well as to each employee employed in or abou 
or in connection in any enterprise which is affecting commercé Commerce should 
be so defined as to include y activities necessary to commer or competing 
with any activity in commerce, where the payment of wa at rates below tl 
statutor minimum would burden or ol ruct or tend to burden o1 yhstr 


merce or the free flow of commerce.” 
We would greatly appreciate your efforts in getting this amendment pas 
Thank you for your usual cooperation 
Yours very truly, 
\LBer’ EF. SILBERMAN & Co., IN¢ 
JEROME SILBERMAN. 


Mr. A. Reois Ketiry. A letter of the Moyle Stanton & Joyce 
Cleaners respectfully referred by Hon. Cleveland M. Bailey. 
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(The letter follows:) 


CLARKSBURG, W. VA., 
February 14, 1957. 
Representative CLEVELAND M. BaILey, 
House Office Building, Washington, D. C. 

Dear Sir: We are deeply concerned on the outcome of the present discussions 
and possible extension of the Federal Wage and Hour Law to cover all retail 
and service business. 

We have just recently—4 months to be exact—gone into the dry cleaning 
business. We started in business by accepting a union shop which the former 
owners would not do. We also gave an immediate raise to all union employees, 
which we hope to continue doing each year if business permits. Sut you are 
well aware the wages in our industry are lower than most other industries due 
perhaps to the fact that we have been unable to do away with manpower as the 


larger industries have done by the use of automation. 
Should we be placed under the Federal Wage and Hour Law it would be 
disastrous to a large segment of our industry. <A recent dissolution of a long 


established business here in Clarksburg, the Empire Laundry Co., and also the 
largest laundry in Charleston being dissolved in the near future, should be an 
insight to the status of our industry. 

Thanking you for all you have done for us, the citizens of West Virginia, we 
remain 

Yours very truly, 
WILLIAM AND Matr VIGLIANCO, 
Owners, Moyle Stanton & Joyce Corn. 


Mr. A. Reais Keuiey. A letter of the Pennsylvania Association 
of Dyers and Cleaners, respectifully referred by Hon. Walter M. 
Mumma. 

(The letter follows :) 


PENNSYLVANIA ASSOCIATION OF DyrERS AND CLEANERS, 
Harrisburg, Pa., February 19, 1957. 
Hon. WALTER M. MuMMaA, 
The House of Representatives, 
Washington, D. C. 

DEAR CONGRESSMAN MUMMA: We officers and members of the Pennsylvania 
Association of Dyers and Cleaners, take this means to inform you of our 
strong opposition to extending the Federal Wage-Hour Law to the retail and 
service industries. 

Many of our members can be classified in the nearly forgotten class and least 
understood of the small, small-business men. Our present tax burden at both 
State and Federal levels has forced our “backs to the wall.” Writeoffs, amortiza- 
tion, and other exemptions, enjoyed by many businesses, are forbidden to us by 
law. 

It seems to be expected that any increase in the tax burden can automatically 
be absorbed by the drycleaning industry, with no detrimental effect upon our 
operative capacity and maintenance of respectability in the business world and 
at the same time, competitive aspects in our industry foree us to keep consumer 
price at a bare minimum, thereby increasing gross income but reducing net 
gain to the minimum. 

It is not our desire to detract from the wage of our employees, knowing full 
well that the more lucrative the wage the more stability one will find among 
his employees. Proof of our sincerity are in many benefits, such as group 
insurance, hospitalization, vacation pay, holiday pay, and severance pay, which 
our members use in their employer and employee relationships. 

Therefore, keeping the above-mentioned points in mind, I think yeu can 
realize that our burden has reached its peak and the application of the Federal 
$1 an hour Minimum Wage Law applied to our service industry will cause many 
of those engaged in it to go out of business or seriously curtail operations by 
dismissals and part-time layoffs. 

This will bring about a most chaotic condition within our industry an cause 
an immediate creation of untrained, inexperienced, unethical operators, oper- 
ating in every nook and cranny they can inveigle their way into. This type 
motivated only by a get-rich-quick scheme, with no sincere interest for the 
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industry, lending no support to progressive civic activities at either local, State, 
or national levels, will be the ultimate result of a further overburden to our 
members. This will positively result if the Minimum Wage Law is extended. 
We trust you will give this serious consideration and ask that you give us 
an expression of your opinion in this regard. May we further ask your help in 
formulating a program of stimulation for us and just whom should we contact 
that will give us their interest we need to get action? 
Most respectfully yours, 
PENNSYLVANIA ASSOCIATION OF Dyers & CLEANERS, 
T. J. Norris, Jr., President. 
Mr. Kettry. Without objection they will be included as part of 
the record. 
Mr. Berrong, will you identify yourself and your associate ? 


STATEMENT OF SAMUEL B. BERRONG, EXECUTIVE VICE PRESI- 
DENT, AMALGAMATED ASSOCIATION OF STREET, ELECTRIC RAIL- 
WAY, AND MOTOR COACH EMPLOYEES OF AMERICA, AFL-CIO, 
ACCOMPANIED BY BERNARD CUSHMAN, ATTORNEY FOR ASSO- 
CIATION 


Mr. Berrone. Mr. Bernard Cushman, an attorney representing our 
association. 

My name is Samuel B. Berrong. I am executive vice president of 
the Amalgamated Association of Street, Electric Railway, and Motor 
Coach Employees of America, AFL-CIO. Mr. Spradling, our in- 
ternational ao nt, is unab le to appear before you this morning be- 
cause of ill health. He has asked me to refer to portions of his state- 
ment which has engl been filed with you. I request that President 
Spradling’s statement be made a part of this record, and be set forth 
in the record immediately following my statement. I wish to discuss 
briefly some of the points made by Mr. Spradling in his statement. 

have with me Mr. Bernard Cushman, counsel to our organization, 
who assisted Mr. Spradling in the Brap ration of his statement. I re- 
quest the privilege of referring questions by the committee to Mr. 
Cushman. 

The Amalgamated Association of Street, Electric Railway and 
Motor Coach Employees of America is the dominant union in the 
field of passenger eae a by bus, streetcar, or trolley coach. 
Our views are, briefly stated, that both the minimum wage and over- 
time provisions of the Fair pom Standards Act should be made ap- 
plicable to transit employees. We support the Kelley bill, H. R. 4575, 
a would accomp lish that result. Our position is: 

The failure of the act to cover employees of the transit industry 
gt a serious inequity. 

2. There is no practical obstacle to coverage of transit employees. 
A substantial segment of the transit industry is already on a 40-hour 
week and the establishment of such a workweek has been proven prac- 
tical beyond any serious challenge. 

Most American industry has been on a 40-hour week for over 20 
years. cpr pm some American industries have already established a 
workweek of less than 40 hours. Transit employees h: ive made signifi- 
cant contributions to the national welfare in peace and in war. They 
should be permitted to share in the greater opportunities for leisure 
time, for participation in family and social life, and for the exercise 
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of their responsibilities as citizens and members of the community in 
which they live. 

4. The exemption from the overtime provisions of the act for em- 
ployees whose hours of service are subject to regulation of the Inter- 
state Commerce Commission should be removed. It is by now clear 
that the original basis upon which that exemption was predicated has 
become irrelevant. This particular provision has reference, as prac- 
tical matter, to employees in the over-the-road operations in the indus- 
try. These employees, too, should have the benefit of a workweek 
such as that of other American workers, including their friends and 
neighbors. It is inequitable to provide such a workweek for so many 
American workers and to deny it to so many transit workers. It 
should be noted that the Interstate Commerce Commission has never, 
to my knowledge, regulated the hours of mechanics or any classifica- 
tion of employees whose work relates to safety except drivers. Its 
regulation of the hours of service of drivers has not resulted in a 40- 
hour week for drivers. 

I voice along with President Spradling the expectation that the 
Congress will at once end statutory discrimination against transit 
workers. 

(The statement follows:) 


STATEMENT OF A, L. SPRADLING, PRESIDENT, AMALGAMATED ASSOCIATION OF STREET, 
ELectric RAILWAY, AND Moror CoacH EMPLOYEES OF AMERICA, AFL—CIO 


The Amalgamated Association of Street, Electric Railway, and Motor Coach 
Employees of America, AFL-CIO, is the dominant union in the field of transpor- 
tation of passengers by mortobus, streetcar, trolley coach and electric railway. 
We support the general prosition of the AFL-CIO concerning proposals to amend 
the Fair Labor Standards Act. We are here today, however, for a discussion 
limited to matters of special concern to the employees this union represents. 

The Fair Labor Standards Act unjustly denies protection to a substantial and 
important group of workers, namely, the employees in the transit industry. 
These employees have been penalized because the law excludes them from its 
coverage while affording protection to employees in American industry in gen- 
eral. This union represents the great bulk of the employees who would be bene- 
fited by the removal of the exemptions for the local and over-the-road transit 
industry found in sections 13 (a) (9) and 13 (b) (1) of the act. Those exemp- 
tions should be removed from the act. H. IR. 4575, proposed by Congressman 
Kelley, would remove those exemptions and we support that proposal. 

The employees in the transit industry have made important contributions 
to the national welfare, both in peace and in war. Their fellow workers in 
American industry and their friends and neighbors are on a 5-day, 40-hour 
week. Over 20 years ago many American industries went to the 40-hour 
week. This is a measure of the lag in progress which these employees have 
had to endure. The transit worker should be afforded the same opportunities 
for leisure-time enjoyment, for participation in family and social life, for the 
exercise of his responsibilities as a citizen and a member of the community, 
as are granted to other workers in American industry. 

The principle of the 40-hour week has been endorsed and supported by those 
who have a sincere regard for the promotion of the interests of America’s 
working men and women. The Fair Labor Standards Act has brought im- 
portant benefits to American workers, but not to transit workers. Indeed, a 
number of industries have already established a workweek of less than 40 
hours. The very least that the Congress can do is to remedy the inequities 
that were established at the time the law was passed. 

When the law was in the process of enactment nearly 20 years ago, it was 
contended by industry that there were difficult problems in applying the law 
to the local transit industry due to the need to meet the demands of traffic 
which are continuous but concentrated most heavily during rush-hour periods. 
Some people contended that the matter could be left to collective bargaining. 
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Any doubts as to the practicability of the 40-hour week in the local transit 
industry have long since been dispelled. The 40-hour week has been estab- 
lished in a substantial segment of the industry. Transit systems in many 
cities of varying sizes, large, medium sized, and small, are presently operating 
successfully under union agreements providing for a 40--hour week. There 
is attached to this statement an exhibit showing cities in the United States 
where local transit employees represented by this organization are presently 
covered by a 40-hour-week provision. Cities illustrative of this transition 
with maintenance of take-home pay are as diverse as: Newark, N. J.; Boston, 
Mass.; Minneapolis, Minn.; Springfield, Mass.; and New Haven, Conn. Expe- 
rience in these cities has been one of successful operation under such a pro- 
vision. Nevertheless, unreasonable employer stubbornness has, in many cities, 
frustrated efforts by the employees through collective bargaining to achieve 
the 40-hour week. 

Management’s claim that the institution of a 40-hour week in this industry is 
impractical is groundless. That claim should be viewed against the background 
of the history of working conditions in this industry. I have noted on other 
oceasions that every attempt to improve the workers’ wages and working condi- 
tions has always been met by the claim by industry that the proposed working 
condition was impractical, or presented serious difficulties. When workers sug- 
gested that they were entitled to vacations with pay, industry found the sugges- 
tion impractical. It is now familiar fact, however, that the workers who, a 
quarter century ago, never received a paid vacation, have progressed to the point 
where, in many instances, they receive 4 weeks’ paid vacation. The improve- 
ments that industry alleged were impossible are now an established and recog- 
nized working condition. 

The 8-hour day raised problems similar to those raised by the transit industry 
now in connection with the 40-hour week. The managements opposed that im- 
provement just as strenuously as today they oppose the introduction of the 40-hour 
week. Managements argued that scheduling problems would make it impossible 
to establish an 8-hour day without increases in costs so great as to render the 
conduct of the business unprofitable. Despite these claims the 8-hour day was 
instituted through collective bargaining or arbitration, with an almost unanimous 
history of successful operation under such provisions. Similarly, management 
has resisted limitations on the spread of hours over which an employee may work. 
Nevertheless, the spread of hours has been progressively and successfully short- 
ened over the protest of industry that such provisions were impractical. Man- 
agement’s claims of impracticality must be considered in the light of industrial 
history. We are sure that you will find such claims unsupportable. 

The requirement of pay of time and one-half for all work in excess of 40 hours 
is now a standard working condition in American industry. It is the practice 
in communications and public utilities. It is the overwhelming practice in con- 
tinuous process industries. It is followed in many transportation industries 
such as airlines. The over 1 million nonoperating employees on the railroads 
have such a provision. The operating problems of the railroad industry are 
analogous to those in the local transit industry. We think it inequitable that 
so many railroad and public utility employees should enjoy a 40-hour week while 
so many employees in the transit industry do not. 

At the time the Fair Labor Standards Act was passed, the industry claimed 
that its financial condition was so poor that the reduction in working hours to 
40 could not be accomplished with maintenance of take-home pay. The transit 
industry pledged that it would establish the 40-hour week through collective 
bargaining as soon as circumstances made it feasible. During World War II the 
industry made large profits, replaced much of its equipment, and substantially 
improved its financial position. At that time we sought before the War Labor 
Board to hold the industry to its promise to provide a 40-hour week. The 
industry once again, this time before the War Labor Board, resisted the institu- 
tion of the 40-hour week. The Board, because of the stabilization program, 
refused to award the 40-hour week in a dispute case. The Board was of the 
opinion that because of the manpower shortage the necessary reduction in hours 
could not be effectuated. The representatives of the industry stated at the War 
uabor Board hearing that the industry favored the 40-hour week and would 
institute it when the manpower situation permitted. Since the end of the war, 
despite the availability of manpower, the industry has continued to oppose the 
40-hour week. 
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There is no industrywide collective bargaining in the transit industry. There 
are hundreds of relatively small operations. Collective bargaining is, in most 
cases, on an individual company basis. Under these circumstances, and in view 
of the unjustified resistance of the industry, it is obvious that the 40-hour week 
cannot be achieved throughout the industry by collective bargaining for many 
years to come. 

The removal of the exemption from the overtime provisions of the act found 
in section 13 (b) (1) relates to employees of the over-the-road portion of the 
transit industry. These employees are covered by the minimum wage provisions 
of the act but not by the overtime provisions. The original basis upon which 
the exemption was predicated, namely, the power of the Interstate Commerce 
Commission to regulate hours for purposes of safety, has long since become ir- 
relevant. These employees are likewise entitled to share in the achievement by 
other American workers of the 40-hour week. They, too, are entitled to more 


leisure time, for opportunity for family, social, and community life. They 
should not be treated as second-class citizens. 

Some comments must be made about the testimony of the Secretary of Labor 
before your subcommittee. The Secretary must have been misled by his ad- 
visers. The extension of coverage limited to the minimum wage provisions of 
the act is not meaningful. Almost every transit worker earns over $1 an hour. 
There may be a scattered few porters or laborers who earn slightly less than 
the present minimum rate, but the number would be very small. And, as has 
been previously indicated, there is no real difficulty in applying the overtime pro- 


visions of the act to transit employees. 


We urge you to adopt the provisions of H. R. 4575. The transit worker de- 
serves equal protection of the law. Transit workers want statutory discrimina- 


tion against them ended. 


CITIES IN THE UNITED STATES WHERE LOcAL TRANSIT EMPLOYEES! ARE COVERED 
BY 40-HouR WEEK PROVISION APRIL, 1957 


Worcester, Mass. 
Pittsburgh, Pa. 
Charleroi, Pa. 
Wheeling, W. Va. 
Connecticut Cities 
Allentown and Easton, Pa. 
Fall River and other suburban cities 
around Boston 
Oakland, Calif. 
Oak Park, Ill. 
Chicago, Ill. 
Evanston, II. 
Youngstown, Ohio 
Rochester, N. Y. 
Springfield, Mass. 
Madison, Wis. 
Gary, Ind. 
Trenton, N. J. 
Erie, Pa. 
Syracuse, N. Y. 
Seattle, Wash. 
Boston, Mass. 
Providence, R. I. 
Framingham, Mass. 
Cincinnati, Ohio 
Fort Wayne, Ind. 
Washington, D. C. 
Toledo, Ohio 
Memphis, Tenn. 


New York, N. Y. 
St. Louis, Mo. 
Newark, etc., N. J. 
Sayreville, N. J. 
Wilmington, Del. 
Springfield, Ohio 
York, Pa. 
South Bend, Ind. 
Kenosha, Wis. 
Milwaukee, Wis. 
Racine, Wis. 
Minneapolis-St. Paul, Minn. 
New Bedford, Mass. 
Floral Park, L. I., N. Y. 
Indianapolis, Ind. 
Arlington, Va. 

Duluth, Minnesota and Superior, Wis. 
Lyons, Ill. 

Alexandria, Va. 
Flushing, L. I., N. Y. 
Paducah, Ky. 
Phillipsburg, N. J. 
Springfield, Tl. 

Los Angeles, Calif. 
Baltimore, Md. 

suffalo, N. Y. 

Reading, Pa. 
Louisville, Ky. 


This exhibit is limited to situations where the employees are represented the 
Amalgamated Association of Street, Electric Railway, and Motor Coach Employees of 
America, AFL—CIO, and where the 40-hour week provision covers both operating and non- 


nerating emplovees 
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Mr. Kettry. Mr. Landrum, do you have any questions? 

Mr. Lanprum. This is Mr. Berrong who has appeared in lieu of 
Mr. Spradling, and in support of Mr. Spradling? 

Mr. Berrone. That is right. 

Mr. Lanprum. I have noted from your statement and reading from 
Mr. Spradling’s statement that it was contended when the law was 
originally enacted that there were difficult problems in applying the 
law to the local transit industry due to the need to meet the demands 
of traffic which are continuous, but concentrated most heavily during 
the rush-hour period. ‘That statement is taken from the bottom of 
page 2 of Mr. Spradling’s statement. 

Mr. Brerrone. Yes. 

Mr. Lanprum. I wanted to ask you, what has transpired, Mr. Ber- 
rong, to change that statement or make it not applicable at the 
present time ¢ 

Mr. Berrona. Do you want to answer that? 

Mr. Cusuman. If I may answer that question, Congressman, since 
the original enactment of the law a very substantial segment of the 
industry has gone to a 40-hour overtime rule. Our experience has 
been that while there has been resistance in many quarters among the 
employees to the introduction of the 40-hour-week overtime rule, 
where we have succeeded in obtaining it, we have been able to intro- 
duce the 40-hour week without undue difficulty. 

Mr. Lanprum. We could say, then, that a substantial portion of 
your employees represented by your union now enjoy the overtime 
features of the act by reason of collective bargaining / 

Mr. Cusuman. Either collective bargaining or arbitration; that is 
true. 

Mr. Berrona. That is right. 

Mr. Lanprum. Then what sound reason can you give in view of 
the fact that you have been able to accomplish for your union members 
the benefits of this act by collective bargaining ind the other method 
you stated for removing this exemption from the act? 

' Mr. Cusuman. As we have indicated, and we use the words ad 


visedly, we said a substantial segment 


iti nt of the industry. There is, 
neve rtheless. a very sul stantial seoment of the industry which has not 
achis ved a 1() hour-week overtime rule We h ive met considerable 
resistance in attempting to get that standard. 


You want to place this in its perspective. Most American indus- 
tries have been on a 40-hour week for 20 vears or over. The transit 


industry in 1957 is still trying to achieve the 40 hour week for a very 
subs ni ial portion of its industry which has not been able to achieve it. 


« a 7 > , + . 
Mr. Lanprum. You state prin ‘pally to that portion of it employed 


5 I 
in the city or local transit systems; do you not? 

Mr. CusumMan. We speak to both of them. At the moment I am 
addressing myself to the so-called local transit industry which operates 


largely wv ithin ar urban area. 
Mr. Lanprum. That is the rim of my thinking at the moment. 


Would vou stick to that one for just a little while? 

Mr. Cusuman. Yes. You must also understand, as I am sure you 
do, that bargaining in the local transit industry is not on an indus 
trywide basis. It is done locality by locality. In the over 20 years 
in which we have not been able to achieve this through collective 
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bargaining and arbitration, it has become perfectly clear that we 
are not going to be able to achieve it through collective bargaining 
and arbitr ation throughout the industry in the near future. 

Mr. Lanprum What is the chief reason you have been unable to 
obtain it, Mr. Cushman? 

Mr. Cusuman. Largely what we think is unjustified employer 
stubbornness; that is, the employers will contend in our negotiations 
that the cost of going to the 40-hour week is a cost which they do not 
feel that they can meet. They have been saying that for 20 years. 
Sometimes we are able through a strike or through collective bar- 
gaining or through arbitration to work this out. The problem arises 
not so much because there is any general feeling that 40 hours is a 
bad workweek on the part of employers. Naturally in seeking to go 
to reduced workwee ks we have also sought to do so while at least 
maintaining take-home pay. The employers have contended that the 
cost impact of that type of transition is too great for them te absorb. 
We don’t think that is true. We think the record shows that it has 
been accomplished. We think that through the scheduling of assign- 
ments of work and through increased efficiency the industry in general 
can make that transition and should make that transition. 

Why we refer to the existence of the 40-hour week where it is, is to 
demonstrate that it has been done and that it can be done. For ex- 
ample, in President Spradling’s statement we pointed out that in 
many types of cities, large, small, medium size, this transition has 
been succ ‘essfully effectu: ated. We met the same resistance origin: ally 
when the 8-hour d: ty was established. 

Mr. Lanprum. Let us get one or two things established, if we can, 
for the record here. 

You are not concerned with the 40-hour week as it applies to the 
basic minimum wage, so much as you are concerned with the applica- 
tion of overtime over the 40 hours; is that true? 

Mr. Cusuman. That is true. 

Mr. Lanprum. Do I understand you to say that you disagree with 
the transit operators, owners, and employe rs re the cost impact of 
going to the overtime features cela make it prohibitive? 

Mr. Cusuman. We certainly do. 

Mr. LAnNpruM. You disagree with that. 

Mr. CusHMAn. Yes: we do. 

Mr. Lanprum. Let us see 1f we can get some other basic things into 
the record. , 

Is it true that the local transit systems haul the majority of then 
passengers during rush-hour periods? Isn’t that true? 
Mr. Cusuman. I don’t know how it would break down and whether 


you would call it the majority or not. They ten d to bunch up at the 
peak periods. As you know, in the main in the cities, there will be a 
morning peak and an evening peak at whic h they must carry pro nS 
ably the greater bulk of their passenger: I don’t hes ie it would 


break down on a national basis. 

Mr. Lanprum. Have you noticed in the transit industry a tendency 
on the part of the workers to group together and share rides in priv ate 
automobiles and maybe a slowing off of the number of people that 
ride the buses between the peak periods ? 

Mr. Cusuman. I think there has been a slowing off, if you go 
back to the wartime peak. Of course, there has been a sloughing off 
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of the passengers. That is not true only of the off-peak period, 
however. 

Mr. Lanprum. I will ask you this: Is it not logical to believe that 
the transit operators immediately upon the amendment of this act 
to apply to them would go to the various commissioners supervising 
their oper rations in the cities and States and ask for an increase in 
rates ? 

Mr. Cusuman. I don’t know what the transit operators would do. 

Mr. Lanprum. Mr. Cushman, it is reasonable to assume that they 
would try that anyway, isn’t it? 

Mr. Cusuman. I hesitate to indulge in assumptions. You are 
caught with two statements conflicting then. 

Mr. Lanprum. I am afraid you are already indulging in an assump- 
tion here. You are indulging in the assumption that it would not 
affect the transit industry to lift this thing. You have not presented 
any facts as yet, as I see it. The whole thing to me seems to be an 
assumption. 

Mr. Cusuman. Mr. Landrum, you apparently have not caught the 
significance of wigs I have been trying to say, or else I have not made 
myself very cle: 

‘Let us take W: ashington, D. C., for example. Let us get close to 
where we are right now. In Washington, D. C., we have a 40-hour 
week and a 40-hour-week overtime provision. 

Mr. Lanprum. Yes. 

Mr. Cusuman. That transition was accomplished and the transit 
system, both prior to the Wolfsons in general and going back now from 
the end of the war, during the Wolfson period and now have been able 
to operate that transit system with a 40-hour week. They met the 
cost of the transition. 

Mr. Lanprum. Is it not true that they are crying now for an increase 
in the rates ? 

Mr. CusuMan. I have not heard that. 

Mr. Lanprum. I have been reading it in the papers. I read all last 
year that they would have to have these increased rates if we did 
not do so and so, and so and so. 

Mr. Cusuman. My recollection is that the last increased rate came 
prior to the advent of the Chalk group, and at that time when that 
request was in, we were already on a 40-hour week. That had nothing 
to do with the 40-hour week. That had been achieved long prior to 
that time. 

Mr. Lanprum. Let us come around to something which to me ap- 
pears to be really basic. If we extend the coverage of this act, the 
overtime features and all, to the transit people, and they go to the 
various commissions controlling their operations and seek an increase 
in the rates and that should not be granted—assume they cannot make 
out a case here which I hope they could not—then isn’t it the natural 
thing for them to cut off that overtime privilege of the driver and 
reduce his earnings? In other words, a fellow that might be working 
t7 or 54 hours, won’t they cut him inka to a straight 40 hours and 
spread that e mploy ment ¢ 

Mr. Cusuman. I think that you can’t tell what the employers would 
do. I have seen different points of view among the employers. But 
the objective of this thing. so far as the e mployees are cone erned, 
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to have less hours of work. That is precisely what the employees have 
in mind. They want to maintain their earnings, of course. That 
will bea matter for collective bargaining. 

Mr. Lanprum. I understand that, and I think that is a laudable aim. 
I cannot disagree with that. What 1 fear, and what disturbs me is 
that many of ‘these people in the smaller cities, outside of the size of 
Washington, New York, and Chicago, are they not going to have the 
situation where the bus driver will be denied the opportunity of 
putting in extra time, because the operator will say, “I c an’t pay you 
this time and a half. I will pay straight time, and employ somebody 
else. I will give you 40 hours and stop.” 

Mr. Cusuman. The men will try to meet that problem through col- 
lective bargaining. They will when they work this out, expect as has 
been frequently done, to maintain their compensation as ‘the workweek 
is being reduced. That would mean an increase in their wage rates. 
They will attempt to get for a 40-hour week a fair wage. There is not 
any reason why transit workers should be different from the great 
bulk of American workers. We feel that and very strongly, that the 
transit workers are not second-class citizens. 

Mr. Lanprum. I agree with you on that. You and I have no argu- 
ment. 

Mr. Cusuman. If it is a fair labor standard, if it is fair to say in 

957 that transit workers ought to have the kind of workweek that 
wat American industry achieved 20 years before—the question be- 
fore the Congress is, is this a fair labor standard? Is the time now 
that transit workers who have not been able to achieve the 40-hour 
week ought to get the 40-hour week? If that is true, if that is a fair 
labor standard, then we employees don’t think we ought to be asked 
by the employers to subsidize the cost of going to the 40-hour week. 
We will attempt to obtain the 40-hour wee ek with a transition main- 
taining compensation. In general, the great bulk of American 
workers have been able to do. just that. We think it can be done. 

Mr. Lanprum. With most of that none of us can disagree. If the 
members of this committee and the Congress had nothing except the 
consideration you offer in that statement to consider, I think there 
would be no question but that this thing would be opened up and 
cover everyone immediately. But here in the transit industry alone 
we have these problems. Isn’t it true today that the city streets, even 
n Washington, are carrying all the traffic they can carry? Don’t we 
have about all the traffic that these streets in Washington can carry ? 

Mr. Cusuman. They are carrying a great deal. I don’t know 
whether they can carry any more or not. I am not an engineer. 

Mr. Lanprum. We argued yesterd: ay on the floor at great length 

about the authorization for appropriations to build more heidigne 
cross the Potomac and I think we need them, and I voted for it, and 
I will continue to support it. Our streets are saturated. We had 
take much more traffic. Yet we may be doing something here in this 
act at your suggestion that would make them even more crowded. 
- bas more people we take off the public transit systems, the more people 
are going to put into automobiles on those streets, which are : already 
saturated. We have to consider those things. I am wondering if that 
is not a factor for us to consider when we have proposals like this 
before us. I would like to have your thinking on that. 
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Mr. Cusuman. I fail to see that it is involved in this picture at all, 
You are indulging then for the purposes of discussion in the assump- 
tion that by instituting the 40-hour week there is going to be a further 
loss of passengers. I see no connection between the two. That con- 
nection that you deduce just is not present. 

Mr. Lanprum. You do not see it at all ? 

Mr. Cusuman. No. 

Mr. Lanprum. You don’t see the danger ? 

Mr. Cusuman. No; I do not see that danger. I do not think that 
there will be a substantial cost impact. We feel as in the case of the 
8-hour day or as in the case of the achievement of vacations or as is 
the case even where you do not have the 40-hour week, you must 
remember that an overtime rule wherever it is put is generally in 
existence in the transit industry. It is not the overtime Tule : as such 
which indicates that employers cannot meet it. There are overtime 
rules. These peak traffic problems are present even where the over- 
time rule is a different overtime rule from the 40-hour week. No; I 
do not follow you at all, Congressman. 

Mr. Lanprum. Perhaps your statement would be true that there 
would be no danger if there is no accompanying increase in rates, 
The thing that bothers me is that immediately when we lift this ex- 
emption the transit companies are going to come in and say we have 
an increase in rates. I am fearful that the increase in rates will be 
granted. Then two things will happen. First, there is an automatic 
increase in cost then to the y e ople who must resort to the public trans- 
portation system to come chreueh and from their work and do their 
shopping. The second is that there is an inevitable falling off of 
the traffic that the public transportation companies carry because 
they are going to use some other form of transportation. If I could 
remove those two fears from my mind, I might see it the same as you. 

Mr. Cusuman. Congressman, I don’t want to repeat myself, but you 
will note attached to President Spradling’s statement a list of illustra- 
tions of cities in the United States where local transit employees are 
covered by a 40-hour week provision. As you look over that list, I 
think you will agree with us that this is a fairly representative list 
of communities in the United States. One cannot, I think, fairly 
dismiss from one’s mind the motion that if transit management in 
these cities which are listed—they vary here from Worcester; Pitts- 
burgh; Gary, Ind.; Erie, Pa.; York, Pa.; Alexandria, Va.; ‘and so 
forth—if they have been able to adjust themselves to a 40-hour week 
provision, one ought to conclude that it certainly is not an impossi- 
bility. One ought not also to limit one’s self to the transit indus try 
as such. It has been achieved in other industries. It has been 
achieved in subst: antial measure, for example, in the railroad industry. 
We pointed out that the nonoperating employees either in 1948 or 
1949 achieved a 40-hour week in our sister industry. 

We think that record indicates that the fears expressed by transit 
management are exaggerated, not that I am suggesting that they are 
insincere. I am not making that suggestion at all. We are simply 
saying that we think that experience shows that this can be done. 

We think also e xperience shows that it has been too long delayed 
in the transit industry. I for one, at least, and I think this union, 
cannot indulge in the assumption that these employees ought to be 
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denied the benefits of a law which Congress has made available to 
many American employees. 

Mr. Lanprum. If they were being denied the benefits, your argu- 
ment would be complete ly sound. But didn’t you tell me in the early 
part of this colloquy that you are not concer ned with the basic mini- 
mum wage for 40 hours. You have been able to accomplish that by 
collective bargaining, have you not? 

Mr. CusHMan. With the exception of a very small handful of em- 
ployees it is true that the great bulk of transit employees receive more 
than a dollar an hour, and far above a dollar an hour. So to the 
extent that the dollar an hour is a practical problem—lI should say it 
is not a practical problem—we are not concerned with it. By that 
we do not feel necessarily that we should be kept from the benefit of 
a minimum in the statute in case it should attach to any employees, 
merely because we are in the transit indust But the important 
gain which is also true for other employees oa do have the benefits 
of the statute is the overtime rule. C ongress long ago decided that 
that was a fair rule, overtime after 40 hours. 

Mr. Lanprum. First I must say I am not expert in the field of 
transportation. I know very little, if anything, about it. But I am 
puzzled when I look at this list of transit companies or cities where 
you operate. Only two States in the South are mentioned, and that 
is Alexandria, Va., only one part of it, and Tennessee. Is the public 
transportation prob lem in Jacksonville, Fla.; Atlanta, Ga.; Raleigh, 
N. C.; Charlotte, N. C.; or New Orleans, La., substantially different 
from the cities you have listed ? 

Mr. Cusuman. I do not think so. 

Mr. Lanprum. The little reading that I have been able to do on 
this indicates to me that in those sections of the country the very first 
thing that would happen is that an application for increase in rates 
would occur. Certainly we know around Atlanta, and the surround- 
ing country we are carrying about all the traffic on our streets we can, 
If we take an v more people off the | USES by increasing the transporta- 
tion cost to them, we are not only going to eats this operator 
who is making substantially more down there than a dollar an hour, 
thank goodness—I believe they run about $1.60, or something, for 
fifty-some-odd hours—— 

Mr. Berrone. What city were you referring to? 

Mr. Lanprum. Atlanta. 

Mr. Berrone. Atlanta is in excess of that. They will go to 40 
hours this year. 

Mr. Lanprum. Do you represent that area? 

Mr. Berrone. We do 

Mr. Lanprum. I thought you did. They tell me that as soon as 
this thing is extended we would be faced with a proposition of in- 
creased rates down there. I do not know. I am asking you. You 
are the experts. oo 

Mr. Cusuman. I think you picked a good illustration in Atlanta, 
because as Mr. Berrong has pointed out, the management and the 
union have now agreed that they are going to a 40-hour week. I think 
that simply pinpoints our position that it can be done. Apparently 
the union in Atlanta—our local division—has been able to convince 
the Atlanta management that a 40-hour week is not going to be fatal 
to the transit company. 
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Mr. Lanprum. Is there the possibility, then, that these present 
operators in the Atlanta system will be restricted to a 40-hour week? 

Mr. Cusuman. No. The 40-hour week never means in industry in 
general—I should say rarely means—that an employee may not work 
bey ond the 40 hours. 

Mr. Lanprum. I understand that. I mean restricted because the 
company will say, “We are not going to pay the overtime rates. We 
cannot do it without an increase in transportation fares.” 

Mr. Cusuman. I don’t think that follows at all. I am assuming 
from what Mr. basen has just told me that this will be a typical 
40- hour-week provision with the employee receiving overtime if he 
works beyond 40 hours. 

Mr Berrone. That is correct. It is on a 5-day-week basis. It 
might be interesting to know, Congressman, that in the Atlanta situa- 
tion it was our last agreement which brought about the 40-hour week. 
We made it in two steps. First it was the 44-hour week which went 
into effect last year. That is 5 days 1 week, 6 the next. This year it 
will go to the full 5-day week. In fact, in practically ” instances 
where we have been successful in securing the 40-hour week it has beer 
the result of following the pattern of the Fair Labor Standards Act 
when it was first enacted. That is on steps until we finally reach the 
5-day week. 

Mr. Lanprum. Just for the record, Mr. Berrong, what other cities 
in that general area do you represent ? 

Mr. Berrone. I think it would be better if you asked us what we 
don’t represent. Louisville, if we may start with that, is in that part 
of the country. They are in the 40-hour week or they have gone to 
it. That was a step process. 

Mr. Lanprum. What about Birmingham ? 

Mr. Brerrona. They are not operating today, of course. We havea 
little trouble down there. Frankly, I can’t answer that, Congressman. 
I think we are on the way to the 40-hour week there. That is my 
recollection. If it is not, it is part of the agreement negotiations whic! 
resulted in the work stoppage. 

Mr. Lanprum. What about Jacksonville? 

Mr. Berrone. Jacksonville is on a 6-day week. It is not on the 40- 
hour week. 

Mr. Lanprum. When you say 6 days, can you denominate that in 
hours ? 

Mr. Brerrona. That would be 48 hours, time and a half after 8 hours 
per day. Miami is time and a half after 8, and time and a half after 
44, They are on a step process going to the eventual 5-day 40-hour 
week. 

Memphis is on the 5-day week, 40 hours. That is true in Dallas, 
Tex. That is true in San Antonio. In Mobile it is not true. There 
are a few others down there, but I don’t have th ie record before me, 
Congressman. Generally speaking, the larger cities are either on the 
40-hour week or going to it. 

Mr. Lanprum. Thank vou. Mr. Chairman. 

Mr. Keiry. Mr. Teller. 

Mr. Teiier. On page 6 of your statement, I see this sentence having 
to do with section 13 (b) (1), the exemption feature, and I quote: 


The original basis upon which the exemption was predicated, that is to say, 


the exemption contained in section 13 (b) (1) having to do with over-the-road 
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portion of the transit industry as to whom the Interstate Commerce Commission 
has certain powers, namely, the power of the Interstate Commerce Commission to 
regulate hours for purposes of safety, has long since become irrelevant. 

I wonder whether you would clarify that for us? Why has it long 
since become irrelevant ¢ 

Mr. Cusuman. As we understood it, the exemption related to the 
fact that the ICC would fix the hours of these employees or had the 
power to fix them for safety purposes. Since the time that the 
exemption was granted, American workers in general have come to 
the 40-hour week and that many, many years ago. So on the basis 
of the fact that the standard of the 40-hour week represents a stand- 
ard concerning the length of the workweek which Congress has 
adopted and which has become extensive throughout American in- 
dustry, the over-the-road industry employees, being part of the 
American industry along with their fellow workers, “ought to have 
the same opportunities for leisure time and the like that other Amer 
ican workers have. Therefore, the power of the ICC to fix safety 
regulations ought not now in the light of changing industrial con- 
ditions to be the consideration which would deny to the over-the-road 
people a workweek like that of their fellow workers. 

Mr. Treviter. Has the Interstate Commerce Commission ever fixed 
less than a 40-hour week for ark ar etre A 

Mr. Cusuman. No, sir. Indeed, I don’t recall the regulation, but 
I do not believe that the regulation has resulted in a 40-hour week 
in general for the over-the-road people. 

In other words, the regulation is such that the application of the 
regulation has not meant that there would be the so-called 40-hout 
week in practice in the over-the-road industry. 

Mr. Berrone. That is correct. The Bureau of Motor Carriers 
safety bureau has a regulation covered by the driver’s log which 
allows 60 hours of on-duty time in 7 days, and 70 hours in 8 days. 
That is on duty and driving. You cut in so to speak when you report 
to duty, and then you cut in again on another schedule when you are 
actually driving. “All periods in excess of 10 minutes must be cut out 
and they go on duty time, cut out of driving time. In other words 
if you were at a stopover or a rest stop in excess of 10 minutes, ther 
you cut it out of your driving time. 

Mr. Tetiter. The exemption in section 13 (a) (9) extends to 
any employee of a street, suburban, or interurban electric railway or lo 
ley or motor bus carrier. 

Do you think that Congress can 1 constitu tionally extend the oo 
Labor Standards Act to these essentially local enterp rises under thx 
commerce clause ? 

Mr. Cusuman. Yes, sit 

Mr. Tretrer. I wonder if you would tell us something about that 
and give us your views, because I have doubt in my own mind as to 

hether we could constitutionally extend our jurisdiction to these 


2 
wheth 
essenti: rd local enterprises. 

Mr. Cusuman. Of course, the word “essentially” may sometimes 
be nh to construction, but I think the analogy with which I am 
sure you are familiar, Congressman, is the National Labor aluions 
Act, now called the Taft -Hartley Act. 

Mr. Tecrer. I had in mind those decisions by the National Labor 
Relations Board. But were not those cases based upon an elaboration 
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and concomitance of facts which might not be applicable in most 
cases ? 

Mr. Cusnman. Let us review, just briefly, of course, the history of 
the application of the National Labor Relations Act to the transit 
industry. As you know, the language of the National Labor Rela- 
tions Act applies to industries affecting commerce, which has been the 
subject of a great deal of construction both by the Board and by the 
courts. Up to the change in the Board standards about a year or two 
ago, the National Labor Relations Board found that in applying that 
standard—the statutory standard—to the extent of the powe r pro- 

vided by Congress, which I think in general is felt to go to the utmost 
limit of Congress’ ee power, the National Labor Relations 
Board said in substance that they would apply it to any transit system 
except those whose operations were de minimus. That was ‘the rule 
for the transit industry. The ruling in general was upheld by the 
courts. We found in application that it covered the overwhelming 
bulk of the employees in the transit industry. 

Since then the Board, for allegedly budgetary reasons, has changed 
its standards. Without getting into that quarrel, which is another 
quarrel 

Mr. Teirer. We sat all day Thursday in the Congress with that 
quarrel. 

Mr. Cusnman. I think the test of constitutional power has been 
satisfied. In other words, as I understand the Kelley bill now before 
this committee, it would apply the affecting commerce test. The 
affecting commerce test would reach the great bulk of employees in 
the industry and on the basis of the analogy to the cases under the 
National Labor Relations Act. Congress, it would seem to me, has the 
power in this statute to reach those employees for the purposes of 
minimum Wwageand overtime legislation. 

Mr. Tetier. Of course, the Kelley bill goes further than the National 
Labor Relations Act in that it app lies not only to employees whose 
activities affect commerce, but to en ip! ioyees of employe rs con ipeting 
with businesses whose activities affect commerce. It goes even 
further. 


Now, to talk : bout jurisdiction over an industry is not enough. 


The specific facts unt lerly ing the ass npti on of juri diction by Con- 
gress, were they not limited to a findin ie such as that the particular 


local railw: y ser\ ice had plants which affected commerce. Facts suc h 
as those, merce words. 

What about a local trolley car company in a residential area? Do 
you think that Congress could go as far, under its commerce power, 
to regulate that activity ? 

Mr. Cusnman. There you begin to get into the borderline area. 
Of course, factual situations mi iy become relevant. I think, however, 
in g neral to 70 back to the oard’ s 1950 standards, they took jurisdic - 
tion over all transit vntane except where the operations were de 
minimus. I would apply the same test and suggest the same test to 

the Congress. The transit system in general in our communities is so 

sntaebertted with the industrial, economic, and commercial life of the 
community I think it can be fairly said that yes, Congress has power to 
legislate in that direction. 

That is not only the question of industrial plants. There are other 
elements in the life of a community. Those elements themselves are 
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a part of commerce as such, which the transit industry is related to, 
serves and is a part of. I think it becomes very difficult to separate 
the transit system from that life in an urban community and say that 
it does not affect commerce. I think it does. 

Mr. Treviter. Why was the exemption inserted in the original Fair 
Labor Standards Act of 1938, and will you tell us why those reasons 
do not apply at the present time ? 

Mr. Cusuman. Yes. I think that is dealt with in our statement here 
at pages 5 and 6. 

The industry at that time contended that its financial condition was 
so bad that a reduction in working hours to 40—they were then work- 
ing, 1 don’t know how many hours, around 54—that required so great 
an increase to go in one fell swoop, from 54 hours to 40, that they just 
could not doit. They apparently were able to prevail before Congress. 
As we sasiienptiieid it also, the industry indicated that it was not ruling 
out going to the 40-hour week. This would be achieved through col- 
lective bargaining. The industry still says that in 1957. We are still 
trying to achieve it through collective bargaining. We have achieved 
itin some places. We have achieved it in a substantial segment of the 
industry. But the likelihood of its spreading quickly in an industry 
in which local bargaining exists is not very great. We still meet stub- 
bornness on that point. I don’t know that you were here when Con- 
gressman Landrum was raising a somewhat similar question. We 
indicated that the very existence of this segment which has been able 
to offec tuate the transition is a hallmark of the fact that this can be 
done, and can be done successfully in the rest of the industry. 

Mr. Texter. Of course, I am completely sympathetic with the idea 
that Congress should at least in theory extend its jurisdiction to its 
uttermost limits insofar as a minimum wage is concerned, because all 
employees whether engaged in a local or a national industry pay the 
same income tax, and they are affected by the cost of living in the 
same way. 

As to this matter, I think we ought not to be squeamish about ex- 
tending our jurisdiction, having extended it in the income-tax field, 
and having partly by our policies affected the cost of living. 

What concerns me is that the Congress would be undertaking a tre- 
mendous and very costly job of administering an act applying to a 
broadened area of coverage which would cause our Wage and Hour 
Division to present huge budgetary requests to Congress for adminis- 
tering the act and enforcing it, and seeing to it that all employers 
complied with it. So I would like to get your view on the question 
of whether you would go along with a law which would under pre- 
scribed standards and subject to certain prescribed standards which 
would be set by us allow the States to pass minimum-wage laws so 
that the States would have that burden and perh: ips give the States 
a little leeway in the light of the problems which they understand per- 
haps a little better. I am speaking of the local prob lems in the par- 
ticular States now. Would you go along with that kind of approach ? 

Mr. Cusuman. I don’t think so. The Fair Labor Standards Act 
was an act of 1938. Now in 957 ] think the record shows how little 
the States have accomplished in this general area 

Mr. Tretter. We are deeply impressed by the fact that the States 
have been laggards. But if we were to provide that the Federal law 
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would become applicable in virtually any situation in any State where 
the States failed to act, and then if we provided some minimal leeway 
so as to prod the States into ac tion, wouldn’t that cause more of the 
States, perhaps all of them, under the prodding of a Federal law, to 
enact minimum State laws? That is what I have in mind. 

Mr. CusumMan. That opens some possibilities. That 1s a more pro- 
vocative suggestion than I have ever heard, frankly, in connection 
with the State-Federal problem. 

On the other hand, I think that a Federal law is desirable because 
you have uniformity of administration. Every time that one begins 
to submit this kind of problem to 48 diverse States, you may get a 
patchwork of legislation, which would result in the congressional 
standard being translated in different ways in different States, and 
probably would involvea gereat deal of legislation. 

Apart from the question of uniformity, one of the things that would 
disturb me, at least, in thinking about this kind of a problem is what 
has happened again under the National Labor Re 1 itions Act. The 
Board in changing its standards, with mixed e xpressions from Board 
members as to what is in the Board’s mind, nevertheless has atte mpted 
to achieve a situation, appare ntly, in which pes of the job which was 
previously done by the Board would be done I yy the States. I think 
from some of the statements that I recall some of the ] — members 
at least had the notion that the Board’s abdication of its ju urisdiction- - 
assuming that it could have been accomp lished, and the States had 
power—would mean that the States would come in to fill the gap. 
There I grant you there was no technique of the kind that you are 
suggesting, and saying in effect, if you don’t do it by such and such a 
time, then the Federal Government will do the job. But even so, in 
the absence of that kind of statutory prod, it did not happen that the 
States have rushed into the area. They did not rush into the area and 
I recognize now the result of the Supreme Court’s decision of a few 
weeks ago, they could not have gone into the area anyway, in all 
probability 

Mr. Treuter. I doubt the analogy to the National Labor Relations 
Board. You had an administrative agency which may or may not— 
that is, may or may not desire to go into an area where it had the 
power to go—and incidentally, I don’t know whether the no man’s 
sand resulting from the Supreme Court decision applies in any court 
litigation \ under the National Labor Relations Act as distinguished 
from an administrative proceeding. 

Mr. Cusuman. I don’t know the answer to that, either. I assume 
that time will tell. 

Mr. Trevurr. I have no no man’s land in mind and I don’t think 
we need fear a no-man’s land under the suggestion, or rather the 
tentative thought I throw out. Of course, it may not be entirely 
important in connection with this exemption to which you address 


vourself. But when we get to the retail exemption, when we get 


to rural areas where there may be a need for flexibility, not only 
as to minimum wage, but also as to maximum hours, we may want 
to give the States within a prescribed area a measure of discretion. 
But if they don’t exercise it under a minimum wage law within the 
prescri ibed standards set forth by Congress, then the congressional 
law attaches. There would be no no man’s land. I wish you would 
cive that some thought. 
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Mr. CusuMaNn. We will be glad to give it some thought. At least 
our tentative reaction would ‘be that we would prefer the Federal 
medium as it is being proposed. You might consider, Congressman, 
if I may suggest this in this ¢ onnection, as I recall it, there are means 
for individual employee suits to, in effect, enforce the Fair Labor 
Standards Act which is one area which ought to operate to reduce the 
need of the Wage and House Division inspec tors, and increased budget 

roblems that you are fearful of. That is involved in the statute. 

I would like to add one thought in this connection. It would be my 
feeling and I am sure the feeling of our union that so far as the 
transit industry is concerned, there would not be any great budget- 
ary need for the Wage and Hour Division people. ‘The industry 
is pretty largely organized. I think our divisions can be depended 
upon to see to it that the eae of the law are complied with. 
[ think it will be a minor problem in our field. 

Mr. Teter. Thank you very much. 

Mr. Keiiey. Mr. Holt. 

Mr. Hour. Mr. Cushman, do you spend your full time counseling 
this union ¢ 

Mr. CusuMan. No, sir; I don’t spend my full time but I come pretty 
close to it. 

Mr. Hour. How long have you been with them ? 

Mr. Cusuaan. Since 1947: 

Mr. Hour. You have quite a bit of experience on these problems. 

Mr. CusHMAN. Yes, sir. 

Mr. Hott. In Los Angeles, have you organized both those com- 
panies / 

Mr. Cusuman. Just one. The Los Angeles Transit System, which 
is controlled by the National City Lines. That is the one for whom 
we are the bargaining representative. 

Mr. Horr. What happens when the city takes that over? That 
is about to happen. 

Mr. Cusuman. We understand that legislation has gone through 
the House. 

Mr. Horr. Private enterprise has gotten tired of running it, and 
can’t cope with the problems. What happens to your folks when the 
city takes over ? 

Mr. CusuMAn. We would hope that the same thing happens to our 
union as happened in other places, that we continue to represent the 
employees as we do in Chicago, et cetera. 

Mr. Hour. Even though the city runs it, you represent the em- 
Pp lovee: 8 

Mr. Cusuman. Yes, sir. 

Mr. Hour. What happens? What are the two alternatives that 
can he vppe on ¢ 

Mr. Cusuman. The field has worked out something like this. For 
example, in Cleveland, I believe they have municipal employees. In 
Detroit they are municipal employees. We have our organization 
there in those cases nevertheless. In places like Boston and Chicago 
where—— 

Mr. Hour. The Detroit there is a municipal union affiliated with 
vou ¢ 
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Mr. Custmman. It is one of our divisions, but it represents people 
who are munic ipal employees. 

Mr. Hour. But they are in a different status than other union mem- 
bers in your union ? 

Mr. Cusuman. They are a local division of ours. Actually in 
general Detroit has been in a municipal operation since the twenties. 
Our Division No. 26 there has represented the employees contin- 
uously since the twenties. We have had a contract with them. We 
have had arbitrations with them over the years. We negotiate with 
them, as I understand it, still, although they are called municipal em- 
ployees. 

Under the authority type of setup, the authority is allegedly or 
supposedly an operating entity. It is a political subdivision of 
either the State or some area. Let us take Boston, the Metropolitan 
Transit Authority is some 11 or 12 cities including the city of Boston, 
served by the integrated transit system which has not only surface 
transportation, but subway and overhead transportation. There the 
authority deals directly with the representatives of the employees. 
There is more than one union. Our division represents the opera- 
tors and some of the maintenance employees. There are a few craft 
unions in Boston in the maintenance departments. All of them, as 
I understand it, have contracts with the authority, and we are the 
exclusive bargaining representative for the operators in Boston, for 
example. 

Similarly in Chicago, we represent employees on the same basis. 
We have a contract with them. We have provisions for arbitration 
and so forth. 

Mr. Horr. What is the difference in what the hours and wages you 
pay and the nonunion outfit pays in Los Angeles? 

Mr. Cusuman. That I don’t know. 

Mr. Brrrone. What do you mean by nonunion ? 

Mr. Hotr. Isn't there another union ? 

Mr. Brrrona. Yes. 

Mr. Cusuman. The Brotherhood of Railroad Trainmen represents 
the Metropolitan Transit System. 

Mr. Hour. You represent the other people? 

Mr. CusHMAN. Yes. 

Mr. Hour. I did not know that. 

Mr. Berronc. There is a difference in rates. Ours are higher. 

Mr. Horr. Could you find that out for me? 

Mr. CusHMman. Yes, very easily. 

( rhe't inf formation follows :) 

(The information referred to will be available for reference when 
furnished.) 

Mr. Horr. Also, on page 7 of your statement, Mr. Berrong, I notice 
Mr. Spradling says: 


Some comments must be made about the testimony of the Secretary of Labor 
before your subcommittee. The Secretary must have been misled by his advisers. 


I think that is not a very charitable statement to make about any 
man. I would like youtoe xpl: Lin that a little bit. 

Mr. ( VERMAN. We think very highly of the Secret: iry of Labor, 
Mr. Mitchel!. We were so shoc ‘ked by his limiting his re: ‘ommenda- 


tions to minimum-wage provision and taking the notion that the 
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overtime provisions of the act ought not to be amended meant that 
he could not have had before him what we think is a full and complete 
resentation of the situation. We can’t just visualize Secretary Mit- 
chell, who is a splendid person, and we think one of the ablest Secre- 
taries of Labor this country has had, so limiting his recommendations 
if he had had before him all of the facts on which to make his state- 
ment. That is what we meant by that. 
Mr. Hoxtr. Would you like to change it / 
Mr. CusumMAn. No. 
Mr. Hour. I would like to know on what you base that statement. 
I take exception to it. They say the Secretary must have been misled 
by his advisers. I don’t think that is a proper thing to say. 

“Mr. Teter. The Secretary received advice in connection with the 
statement; did he not? I imagine he did. 

Mr. Cusuman. We think he did. 

Mr. Hour. I do not know. He has some information I do not have. 

Mr. CusumMan. We have simply assumed, as I have indicated, that a 
man of the Secretary’s capacity and his ability— 

Mr. Hour. You have no proof he has been 1 misadvised. You are 
assuming it. 

Mr. CusuMan. It is what the lawyers call, if you are a lawyer, res 
ipsa loquitur. 

Mr. Horr. I am not a lawyer, but I understand the English lan- 
guage. 

Mr. Cusuman. We think it speaks for itself. 

Mr. Horr. This should read, “We assume that the Secretary must 
have been misled by his advisers.” 

Mr. CusumMan. We would be glad to make that correction if 
would make the Congressman happy. That is what we meant. 

Mr. Horr. I think that would be better. 

Mr. Ketiry. Do you wish to make a motion for the record? 

Mr. Horr. Yes; I would make that motion for the record. 

Mr. Lanprum. Would the gentleman yield? 

Mr. Hotr. Lamthrough. Yes. 

Mr. Lanprum. Let us see if we can recall just what the Secretary’s 
recommendations are with regard to the transit workers. 

Mr. Cusuman. The Secret ary took a general position. First, for 
everybody, as I gather it, minimum wage provisions should be ex- 
tended in a fashion which he indicated. This million-dollar inflow— 
if I recall it—and a hundred employees or over were two tests. It 
has been some time since I read his statement. 

Mr. LAnprum. Your objection to that recommendation is that you 
don’t want any such arbitrary cutoff as that to apply to the transit 
workers; is that right ? 

Mr. Cusuman. That is correct. 

Mr. Triuer. In addition to that, the Secretary’s statement did not 
affect the maximum-hour provisions. It simply affected the mini- 
mum-wage provision. 

Mr. CusnuMman. That is correct. The second point was a complete 
abstinence of a recommendation at this time of any change in the act 
to provide for the overtime features of the fact to be applicable to the 
transit employees. We are talking about transit employees, in gen- 

eral. We have supported the general position of the AFL-CIO with 
reference to other groups of workers. 
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Mr. Teter. In your view he was either wrong or misadvised. 

Mr. Cusuman. We think he was wrong and we have assumed, be- 
cause it is Secretary Mitchell, that he was not properly advised. 

Mr. Ketxiry. The record will show that. The clerk will see that 
the language is changed. 

Mr. Grirrtin. I have no questions. 

Mr. Ketiry. Thank you very much, gentlemen. 

Mr. Cusumn. Thank you, sir. 

Mr. Berrone. Thank you, Mr. Chairman. 

Mr. Keuiey. Mr. McFarlin, you have a rather lengthy statement, 
Do you insist upon reading it, or do you wish to summarize it? 


STATEMENT OF CLYDE McFARLIN, CHAIRMAN, EMPLOYMENT 


RELATIONS COMMITTEE, UNITED STATES INDEPENDENT TELE- 
PHONE ASSOCIATION 


Mr. McFarurn. I wish to summarize it, sir. I had no idea of read- 
ing it. 

Mr. Ketxiey. That will be satisfactory. You may proceed now. 

Mr. McFaruin. I assume that the statement which L have filed will 
be received in the record ? 

Mr, Keuiey. Yes; certainly. 

(The statement follows:) 


STATEMENT OF CLYDE MCF ARLIN, CHAIRMAN. EMPLOYMENT RELATIONS ( MITT 
UNITED STATES INDEPENDENT TELEPHONE ASSOCIATION 


My name is Clyde McFarlin, of Montezuma, Iowa. I am president of the 
Montezuma Mutual Telephone Co., a small, locally owned exchange having ap- 
proximately 1,000 telephones. I am a director and past president of the Iowa 
Independent Telephone Association and chairman of the employment relations 
committee of the United States Independent Telephone Association. 

My appearance here today is on behalf of the United States Independent Tele- 
phone Association, the national trade organization representing the independent 
segment of the telephone industry, this being the non-Bell segment. 

There are approximately 4,400 independent telephone companies and they 
provide telephone service out of approximately 10,870 exchanges to an even 
larger number of cities, towns, and smaller communities, with approximately 
9 million telephones in service. This is only about one-seventh of the number 
of telephones in service in the United States, but these 9 million telephones serve 
over two-thirds of the geographical area of the country. It is interesting to 
note that the independent telephone companies actually serve twice as many 
communities as the Bell System. The Bell System generally operates in the 
larger metropolitan areas, while the independent companies operate in the 
smaller cities, towns, villages, and rural areas. Eighty percent of the independ- 
ent telephones are in residences. 

While there are in the independent telephone industry several so-called group 
companies, or multiple-exchange companies, a great majority of the independent 
telephone companies are single-exchange companies, locally owned. Independent 
companies serve some medium-size cities, such as Rochester, N. Y.; Tampa, 
Fla.; and Santa Monica, Calif.; and some others, but these are exceptions, An 
overwhelming majority of our exchanges are in small towns, and it could truth- 
fully be said that the independent telephone industry is a rural industry 

I am attaching to this statement a table showing the number and size of both 
the manual and dial exchanges in the independent telephone industry. From 
this table you can see that there are 2,095 manual exchanges which have less 
than 150 telephones, that there are 4,900 manual exchanges which have less 
than 500 telephones, and that there are over 5,500 manual exchanges which have 
less than 750 telephones. Or, putting it another way, there are less than 1,000 
independent manual exchanges which have more than 750 stations 
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Our appearance here today is to voice our opposition to the repeal or amend- 
ment of section 13 of the Fair Labor Standards Act, which provides: 

“The provisions of section 6 and 7 shall not apply with respect to * * * (11) 
any switchboard operator employed in a public telephone exchange which has 
not more than 750 stations”. 

We appear in opposition to proposals to repeal this exemption for three 
reasons: 

(1) The repeal would result in very large rate increases to the telephone 
subscribers of these exchanges. 

(2) The adverse economic effect of such repeal upon the independent telephone 
companies themselves would be crippling. 

(8) Economic conditions in the independent telephone industry require the 
preservation of 750 station exchange exemption. 

I should like to say that our industry is not defending, nor is our industry 
generally paying substandard wages. A survey in the towns served by inde- 
pendent telephone companies, I believe, would show that the wages paid telephone 
operators compare very favorably with those paid women employed in retail 
sales, clerical and secretarial work in the same communities, While a compara- 
tive survey would probably show that the hourly rates of pay in larger communi- 
ties are higher than the hourly rates of pay in smaller communities, such as are 
served by independent telephone exchanges, it would also show that the pur 
chasing power of the dollar is greater in these smaller communities as contrasted 
with the larger ones. 

In most exchanges serving less than 750 stations, living quarters with heat, 
light, and other utilities are furnished the operator or operators without charge 
Usually such exchanges are operated by family units. Living costs are lower 
in these smmall communities than in the larger places. It is still possible to rent 
a house in these small rural communities for $25 or $30 a month; foods pro- 
duced locally, such as meat, dairy products, eggs, vegetables and fruit are cheapei 
than in the larger communities. There are no transportation costs in going 
to and from work, and medical and dental care are cheaper in these smaller 
towns than in the larger cities. 

In many small towns the telephone company is the only business subject to 
the wage and hour law because it is the only enterprise engaged in interstate 
commerce. If these small exchanges lose their exemption they would be com- 
pelled to pay their operators higher wages than are paid by other businesses 
in the town using women employees. This would result in dissatisfaction in the 
community not only from the other employers and employees, but from sub 
scribers and from regulatory commissions, who will be asked to approve higher 
rates made necessary by the increase in operating costs due to increased wages. 

The revenues which independent telephone companies are able to collect in 
a small town will not permit them to pay wage rates to operators comparable 
with those paid in larger cities. The independent telephone industry is a rural 
industry. I need not tell you gentlemen that the rural area of our country has 
not received the same proportion of the increase in the national gross income 
that other segments of our economy have received. Therefore, rural people are 
not in a position to pay the increased cost for telephone service that would result 
from repeal of this exemption. 

This statement is borne out by statistics that show that the average annual 
revenues of the Bell System companies, which operate in larger cities and towns 
are $118 per telephone, while revenues for smaller independent companies range 
generally from $80 to $40, many a great deal less. I have personal knowledge of 
many small telephone companies in lowa whose average annual earnings 
telephone are less than $25 per year. 


REPEAL OF THE OPERATOR EXEMPTION WOULD RESULT IN INCREASED LABOR COSTS WHI 
MUST BE PASSED ON TO TELEPHONE SUBSCRIBERS 


It is self-evident that repeal of the operator exemption would result in 
creased costs of operation. The only source from which a company could meet 
these increased costs is the subscriber whose rates would have to be inereased 
greatly. 

Any increase in wages paid telephone operators hits a telephone compan) 
three times a day. Other industries may control their hours of operation. <A 
telephone company must operate 24 hours a day, and hence must bear the in- 
creased wage cost multiplied three times. 

It will be suggested that telephone companies will have no difficulty in secur 
ing the increase in rates that will be required to pay these increased costs; that 
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the problem may be solved by simply making application to regulatory bodies 
who must automatically grant the increase in rates required. However, this 
is not true, and it oversimplifies the problem. The regulatory commission must, 
of course, fix rates which are reasonable, and if the increased cost should be so 
large that the rates required to pay such increased costs would be unreasonable, 
then the regulatory body could not and would not allow such rates, 

Again, telephone companies have been faced with the increasing costs each 
year since the end of the war, and many of them have made several applications 
for increases in rates, some of them perhaps as many as five times, and regula- 
tory bodies are becoming increasingly reluctant to grant increases. 

Again, telephone rates must be such that the telephone customers are able and 
willing to pay. To many telephone users the telephone is a convenience, but not 
a necessity, and if rates become too high telephone service is discontinued. 

We have asked the members of our association what affect repeal of the 
exemption would have on the rates charged the subscribers they serve, and a 
sailple of comments received from these companies follows: 

Alabama: “This is a farming section and the farmer could not stand the in- 
crease due to low farm income for several years.” 

Arizona: “If we had no exemption whatever, we would be put out of business, 
for the simple reason that all of our exchanges except one would be hit.” 

Arkansas: “Extremely antagonistic. Might even remove practically all 
phones.” 

Colorado: “Elimination of the 750-station exemption at this time could easily 
mean our exit from the telephone business.” 

Georgia: “Would require an 87 percent increase in rates. Would close at least 
5 of the 6 exchanges.” 

Idaho: “We just received a grant in rates and to ask for an additional raise 
would be most difficult at this time considering the agricultural picture.” 

Illinois: “Would almost cause a complete loss of stations which would force 
us to close our doors. We would not have enough subscribers left to operate.” 

Indiana: “75 percent of our subscribers live on farms. Their income is down. 
Their reaction would be against any increase at this time.” 

Iowa: “Our subscribers would not be able to pay the raise in rates that would 
be needed. We are going to lose too many subscribers. <A lot of companies will 
go broke. Exchange would be forced to close as subscribers would not pay in- 
creased rates. This community would not have telephone service, unless a larger 
company would do it. Local ownership would be gone. There would be a 
violent protest. The country telephone is their very lifeblood. The sudden 
end of telephone service in a community, now satisfied, will raise literal hell 
at home and in Congress.” 

Kansas: “I believe at least 50 to 100 subscribers would have their service dis- 
continued—and it cou!d easily be more. Subscriber loss of 50 percent.” 

Kentucky: “Both of these exchanges are located in agricultural communities 
and any increase in rates would be met with serious opposition.” 

Louisiana: “We would have to close up.” 

Maine: “Public cannot pay that increase. Telephone company would have to 
go out of business. Would lose most all customers, 75 to 90 percent. Would 
have to go out of business. Public will not be able to pay increase.” 

M chigan: “Very bad—could cause loss of 100 telephones.” 

Minnesota: “No question but what they will revolt and scores will take out their 
telephones.” 

Missouri: “I would lose at least one-third of my subscribers and all I could do 
is lock the door.” “Most of the telephones would have to be taken out, therefore, I 
would not be able to operate.” 

Nebraska : “90 percent of subscribers would have telephone removed. It would 
eliminate our company.” 

New York: “Any increase in rates at present we feel would tend to increase 
the number of removals. Furious, with protest meetings at granges, etc., and 
innumerable protests.” 

Ohio: “If exemption is repealed our company will be forced to quit. Farmers 
are in a price squeeze. A telephone being one of the nonessentials will be one 
of the first to be cut off. Farmers need telephone service worse than city folks.” 

Oklahoma: “The public simply could not pay. Most patrons would discon- 
tinue immediately and the remaining few would have to follow.” “The answer 
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for a small country town is so obvious that T would not even attempt to raise 
the rates like that. I would close the exchange.” 

Pennsylvania: “Two-thirds would object very strenuously. One-third would 
discontinue service.” 

South Carolina: “I think many would do without their telephone before they 
would pay the increase.” 

South Dakota: “Many of my subscribers are farmers and in face of a decrease 
in farm prices a raise in telephone rates would be very obnoxious and unfair to 
them.” 

Tennessee: “Subscribers would be unable to pay an increase in rates, which 
would really result in an abandonment of all small exchanges, which would put 
all rural people without any telephone service at all.” 

Texas: “My Subscribers are going to raise the roof. In fact about all of my 
rural resident subscribers have said they will discontinue phones. We would lose 
90 to 95 percent of the customers we now have.” 

Utah: “Inasmuch as this is a farming and ranching community and cattle 
prices are dropping, we assume at least 25 percent would remove phones.” 

Vermont: “We would be out of business. If our expenses increased 53 percent 
and our income dropped 50 percent, we would have to price our service out of the 
reach of all but a few. Doctors, fire stations, some business people, and some 
residences, would be our only customers.” 

Virginia: “Many of our subscribers will not be able to pay the increase.” 

West Virginia: “They won’t pay it.” 

Wisconsin: “Fifty percent would discontinue their phones immediately. They 
could not afford it. Service would be disconnected,” 

It is evident from these replies that increased rates required by a repeal of 
the operator exemption would result in real customer resistance and a loss in 
number of subscribers, and the loss of telephone service by these subscribers. 


THE ADVERSE FCONOMIC EFFECT OF REPEAL UPON THI INDEPENDENT TELEPHONI 
COMPANIES THEMSELVES 


I have already referred to the fact that any wage increase in the telephone in- 
dustry is multiplied threefold, because the nature of the business of the telephone 
companies requires them to operate 24 hours a day. 

Small telephone companies have had great difficulty in earning an adequate 
rate of return in the postwar period. sJecause of the scarcity of materials they 
were unable properly to maintain their plants during the war period. When 
the war ended the companies were required to make an extraordinary effort to 
do the maintenance which they had been compelled to defer during the war. 
This coupled with the great demand for additional telephone service and im- 
proved service required these companies to get large amounts of additional 
money, either by equity financing or by borrowing. Earnings did not increase 
accordingly, so that the smaller companies have been hard pressed financially 
ever since the war. 

Labor costs of telephone companies constitute a very high percent of operating 
costs. Labor costs of operating a telephone company are twice, and in the case 
of smaller companies, sometimes as much as three times as great as those of 
electric utilities. The percentage of labor costs in small telephone companies 
are often 75 percent of the gross operating expenses. Regulatory bodies have 
frequently commented that wages accounted for a higher percentage of operating 
costs in the telephone business than in most others. A repeal of the operator 
exemption, because of the fact that it would hit these companies three times 
a day, would place a burden on many of these small telephone companies that 
they would not be able to support. Some of them would not be able to continue 
to operate because their operating expenses would be greater than the income 
that they could earn. Those that could continne to operate would not be able 
to get additional funds to make the needed additions to plant. The net result 
would be that hundreds of small companies would be compelled to go out of 
business or sell their exchanges to the Bell or a larger independent telephone 
company. The growth of hundreds of others would be hindered, the quality 
of telephone service would suffer, and some subscribers would lose teleplione 
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ECONOMIC CONDITIONS IN THE INDEPENDENT TELEPHONE INDUSTRY REQUIRE THE 
PRESERVATION OF 750-STATION-EXCHANGE EXEMPTION 


I have quoted subsection 11 of section 13 of the Fair Labor Standards Act 
which creates the exemption enjoyed by our industry. 

There was no such exemption in the original act when passed by Congress 
in 1938, but it quickly became apparent that if some exemption were not pro- 
vided for the very small telephone companies they could not continue to operate, 
While Congress recognized the necessity for an exemption, there was some diff- 
culty in determining the method of arriving at the type or the measure of such 
exemption. The Chief Economist of the Wage and Hour Division of the United 
States Department of Labor on February 14, 1939, directed a telegram to each 
State regulatory body having jurisdiction over telephone matters, asking each 
to state whether any part of the industry ought to be exempt from the wage- 
and-hour provisions of the Fair Labor Standards Act, and if so, what the basis 
of such exemption should be. The telegram indicated three possibilities as 
follows: 

“Number of telephones : 250, 500, 750, 1,000. 

“Population of town in which exchange is located : 500, 1,000, 2,500, 5,000, 7,500, 
10.000. 

“Annual exchange service revenues: $7,500, $10,000, $15,000, $20,000, $30,000.” 

Replies from 36 State regulatory bodies submitting recommendations are classi- 
fied here as follows: 


Number of States 

Size of exchange to be erem]) ted recommending 

1,000 urban subscribers : ae es ae bh iene ae al 2 
nn OT I IDRIS SG sire sad duc cgdecibnecn hea barge cnachighientaledia tek aientaiasimentee 1 
a a a a a 10 
1.000 stations.____._ -~- Bz i bs ser a eee a 9 
OI noe ae ee ee a 22 

750 stations____ , vee ee ere aa re | £ 1 
500 subscribers_____-_- ated wage ale err Bae Od I he ; a ais ] 
500 stations_____-__ : — goth cake pe bat 3 y 5 
Zoe Saiones.. 2k ...J ‘ ee . ; ] 
Miscellaneous provisions (some equivalent to 1,000 telephones) gate } 
Pe RE 6 as aie 8 ee et C 14 
States not responding______- , ; 5 : 7 
No regulatory body, or not having jurisdiction__- ie siete tS 5 
Total number of States__- seek ee aiid kee S cuniale 12 
ie i | ea ea a ee a ee er eS ee , 48 


After consideration of the results of this investigation and other pertinent 
evidence heard before the House Labor Committee, that body recommended a 
500-station exchange exemption, and in making its report stated: “This bill 
exempts from both the minimum-wage and maximum-hour standards of the act, 
any switchboard operator employed in a public telephone exchange which has 
less than 500 stations. The exemption for the operators of some small telephone 
exchanges is necessary to insure uninterrupted telephone communication service 
for the farmer and for the small rural community. Small telephone companies, 
on the whole, are financially unable to comply with the wage provisions of the act, 
and the sporadic character of the demand for service makes the application of 
the hours provisions of the act impracticable.’ 

In 1949 Congress increased the exemption from 500 stations to 750 stations. 
Because the population had increased, the number of subscribers in the exchanges 
with the exemption had likewise increased to the point where in order to continue 
the exemption for the exchanges that had had it in the past, an increase in the 
number of stations was required. 

The need for this exemption was first determined by Congress in 1939. The 
problem was reexamined in 1949, and again in 1955. It was determined on each 
occasion that the exemption was necessary to insure telephone communication 
for the farmer in small rural communities, and that economic conditions in 
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these communities would not permit compliance with the minimum-wage and 
the maximum-hour provisions prescribed by the statute. That situation is just 
as real today as it was at the times mentioned above. 

If this exemption is taken away from the small companies of the independent 
telephone industry, many of the very small companies will have to go out of 
pusiness, leaving their customers to get telephone service if they can, from some 
other source. 

A second alternative is that they might sell out to the Bell or a larger inde- 
pendent company. Congress has adopted a policy that small business should be 
protected and preserved. Any legislative action that would destroy these small 
telephone companies would be contrary to that policy. 

A third alternative is that these companies could convert their exchanges 
to dial operation. Of course there has been a trend toward the conversion of 
manually operated exchanges to dial in the past 10 or 12 years. This trend has 
increased rapidly in the past 5 or 6 years. While the desired for improved 
service has been an important factor in this trend, the main motivating force 
bas been the increase in the minimum hourly wage made in 1949 and 1955 
While these increases had no direct effect on these exchanges having the benefit 
of the exemption, there was an indirect effect which increased wages in these 
exchanges so that it was no longer possible economically to continue to operate 
manually. If you will examine the chart, exhibit A, you will find that the 
number of manual exchanges having less than 50 telephones decreased from 2,025 
in the year 19438, to 505 in 1955, and that there were decreases in the number 
of manually operated exchanges having less than 500 stations during that period 
Not all these exchanges were converted to dial, because some of them were 
compelled to go out of business for the reason they could not operate, and you 
will note that there has been a continuous and a rapid increase in the number 
of exchanges that have been converted to dial. 

In the smaller exchanges which converted their manual operation to dial, tele 
phone operators lost their jobs because in community dial exchanges no operators 
are retained As far as these operators who have been displaced are concerned, 
the operation of the Fair Labor Standards Act has been a disservice. A repeal 
of the present exemption for switchboard operators would result in the closing 
the enforced sale, or the conversion of practically all the exchanges having less 
than 750 stations with consequent loss of employment for the operators employed 
in these exchanges. 

A recent article in the Wall Street Journal concerning the coverage under the 
Fair Labor Standards Act suggested that there were probably 15,000 operators 
affected by our exemption, a comparatively small number of employees. low- 
ever, while the number is small the employment of each of these operators is very 
vital to them. A repeal of the exemption, while it might result in a temporary 
increase in the pay of these operators, would in a comparative short time result 
in their losing their employment. Most of them live in small communities, 
are married, and are unable to move to larger centers where they might secure 
employment as long-distance operators. Opportunities for employment in these 
small communities are limited, and their chance of securing other employment 
is not bright. Thus, they would become permanently unemployed. 

On the other hand, there are thousands and thousands of telephone subscribers 
who might be deprived of telephone service because the companies serving then 
would be unable to continue to operate and pay the wages required by repeal of 
the exemption. 

The conversion of such exchanges to dial would take several years at the best 
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possible to make an accurate estimate as to how long this process would 
take, but estimates vary from 


7 to 12 vears. The reason this long period would 
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required is that there are not sufficient manufacturing facilities in the United 
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equipment, leaving only 80 percent of such equipment for conversions 
am most familiar with conditions existing in my State, I should like to 
give you a survey of the situation as it exists in Iowa. There are 471 independent 
telephone companies in Iowa, which operate 751 exchanges. I am attaching to 
this statement an actnal and estimated summary of the independent exchanges 
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and stations converted and to be converted to dial in Iowa. which statement is 
dated December 31, 1956, and marked “Exhibit B.” From this statement you will 
note that of the 751 exchanges in Iowa, only 219 have been converted to dial as of 
December 31, 1956, thus leaving 532 exchanges which are still manually operated. 
You will note from the statement that until 1956 progress had been very slow, 
but in that year more than one exchange per week was converted to dial. You 
will further note that an optimistic estimate shows that such conversion program 
would require 7 years to complete. 

If you repeal this switchboard exemption, dozens of the small companies in Iowa 
would be compelled to go out of business because they could not continue to 
operate until they could get equipment to convert their exchanges to dial, and 
their customers could not and would not pay the rates that would be required 
to continue operation and pay the minimum hourly rate fixed by statute. We 
need time to continue this conversion program on an orderly basis. If done on an 
orderly basis, many of the present operators will be permitted to keep their em- 
pioyment for several years more. If you repeal this exemption forthwith, many 
of them will lose their employment much sooner and you will have defeated the 
very purpose of your effort to improve their economic situation. 

I think the factor which you cannot afford to overlook is that repeal of this 
exelnption may result in the loss of telephone service to thousands and thousands 
of rural people. These rural people need telephone service much more urgently 
than urban residents. Decause they live in the country they need a telephone to 
call the fire department, the police, the doctor, the feedman, the oil truck, and 
the livestock buyer. A telephone is a necessity to the farmer, and repeal of this 
exemption will deprive a great many of them of telephone service. 

The operators in these small exchanges are generally satisfied with their em- 
ployment and live well, as compared with other employed people in their com- 
inunities. Certainly, it will be no service to them to have this exemption re- 
pealed because the inevitable result will be they will lose their jobs in the near 
future, either due to dial conversion or the bankruptcy of their company. 


PROPOSED COMPANY BASIS FOR EXEMPTION IS ENTIRELY UNSUITABLE 


One proposal that has been advanced by the Communications Workers of 
America is that the switchboard operator exemption should be placed on a com- 
pany basis instead of the present exchange basis. 

This would be utterly unsuitable and unworkable. We are unalterably opposed 
to it. A summary of the objections we entertain to it is set forth below: 

(1) The principal reason against putting the exemption on a company basis is 
that it is entirely bereft of logic. The exemption was originally made to help the 
smaller exchange continue its existence by gearing operators’ wages to the econ- 
omy of the community it serves, where it is common knowledge wages, living costs, 
and telephone rates are lower than in larger communities. Who can say with 
logic that because a company has 2 or more small exchanges with a total of over 
750 stations, its ability to pay operators’ wages is equal to that of a company hav- 
ing 1 exchange of over 750 stations? 

(2) The station-exchange basis of providing the exemption is the basis recom- 
mended by the greatest number of State regulatory commissions when the ex- 
emption was first legislated by Congress in 1939. Those reguiatory authorities 
were and are familiar with the operations of our exchanges, with the local senti- 
ment of subscribers, and with local economic conditions. Their views are entitled 
to weighty considerations. 

(3) The station exchange basis of providing the exemption has received con- 
rressional scrutiny twice (1939 and again 1949) and received approval each time. 

(4) To change from an exchange basis to a company basis would deprive a 
number of independent companies of the needed benefit of the exemption merely 
because they happen to have more than one small exchange. 

(5) A company basis would impose a genuine hardship on telephone subscrib- 
ers because of the need for increasing subscriber rates in an amount sufficient to 
cushion the impact of increased wage costs. Such rate increases, varying in indi- 
vidual instances, would range from a low of about 10 percent to a high of 100 
percent. Hundreds of thousands of subscribers, in our opinion, would choose to 
go without telephone service rather than pay the necessary increased charges. 
It should be remembered that 80 percent of the telephones in the independent in- 
dustry are in residences. This class of subscribers has no way of passing in- 
creased charges along. Many of such telephone users are known in the industry 
as marginal subscribers. 
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(6) Changing the basis of the exemption would also be very harmful to the 
switchboard operators themselves for the reason that, with telephones removed 
from residences because of higher subscriber charges, the telephone traffic calling 
volume would be reduced and the need for switchboard operators correspond- 
ingly diminished. The number of operators needed at any exchange always has 
a relationship to the number of telephones in service and the calling habits of 
subscribers. 

(7) Putting the exemption on a company basis instead of an exchange basis 
would solve no problem but create many new ones. If a single company exchange 
in town A has the benefit of the exemption and there is another exchange in town 
B 5 miles away owned by a company which has more than one exchange without 
the benefit of the exemption, the subscriber rates in the latter would have to be 
on a substantially higher basis. The reasons for this would be difficult to under- 
stand by the people in the latter community, and a howl of terrific proportions 
would immediately develop because of the telephone charge differential, to the 
very real embarrassment of the company owning the latter exchange. Increasing 
telephone rates in such a situation would introduce the hazard of loss of sub- 
scribers. This in turn would result in impairment of employment opportunities 
for switchboard operators, while at the same time creating serious financial prob 
lems for the company involved. 

(8) It may be old fashioned, but it is nonetheless true that wages paid by tele- 
phone companies have simply got to be geared to the economy of the particular 
community in which they are paid and have a relationship to wages paid for 
comparable skills by other business. If an exchange of company A, which has 
heretofore had the benefit of the exchange exemption, should be obliged to in- 
crease its wages beyond the level paid for comparable skills elsewhere in the 
community, that exchange is going to suffer a serious case of bad public relations 
with the managements of other enterprise and with subscribers generally. 

(9) It is no solution to the problem presented by a need for higher revenue to 
say, “Go to your State commissions and get your subscriber rates increased.” 
Some of the reasons this is no solution are referred to earlier in this statement. 
It is becoming hurder to obtain rate increases. Because of inflationary conditions 
many companies in recent years have already been before regulatory commissions 
from 2 to 5 times for higher rates. There may be such a thing as the well going 
dry. It must be remembered that although in individual instances permission to 
increase rates might be obtained, there is no regulatory commission anywhere 
with power broad enough to require a telephone subscriber to keep his telephone 
if the cost is beyond his ability to bear. 

(10) To put the exemption on a company basis instead of an exchange basis 
would introduce complexities and vexation in administration. The Wage-Hour 
Division has been administering the exemption on an exchange basis since 1939 
(500 stations from 1939-50 and 750 stations since 1950). New concepts would 
have to be provided and become familiar both within Government agency and 
within the industry if a change were made. This would not be easy. 


CONCLUSION 


In conclusion, gentlemen, we respectfully and earnestly submit that the facts 
presented demonstrate conclusively that the switchboard operator exemption 
is needed in the law; needed in the interest of protecting jobs for the switch- 
board operators themselves; needed in order to keep telephone rates charged 
farmers and people living in smaller towns and rural areas from skyrocketing ; 
needed for the purpose of enabling farmers and people living in small towns 
and rural areas to retain their telephones for truly essential purposes; and 
needed in order to preserve in being the small telephone companies, companies 
which are splendid examples of American small enterprise, and enterprise for 
which Congress in the past has shown such definite solicitude. 
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ExHIBIT A 


Independent telephone companies in the United States—Comparison for 1948, C 
1949, and 1955 of number of manual and dial exchanges operated by inde- 
pendent companies, classified by number of telephones served 


Compiled from Telephony’s directory for 1943, 1949, and 1955] 








Manual exchanges Dial exchange 
Num ber in Cumulative number, Num ber in Cumulative num- 
classification manual exchange classification ber, dial exchanges 
1 
1943 | 1949 | 1955 | 1943 1949 1955 | 1943 | 1949 | 1955 | 1943 | 1949 | 1955 ‘ 
t c i f : n (l (n 
] 
1 
. oe . vind 5 i 1 
Less than 50__!2. 025 /1, 150 05 2 02 1, 150 O5 125 10 183 125 } 
9. 50 to 149 3, 582 |2,628 |1, 590 5, 607 3 778 2 095 551 188 ROR 176 : 
3. 150 to 249 1,879 |1, 749 |1, 226 7, 48¢ 2 3, $21 196 | 9 672 
4. 250 to 349 1,091 |1, 813 8, 577 6§22 4,134 78 184 { 7 
5 to 449 602 28 | 9,179 | 7, 29¢ 4, 662 52 30 | 321} 802 
6. 450 to 499 227 240 9, 40¢t 7, 6 4,002 17 1 113 S1Y¥ ‘ 
7. 500 to 549 138 193 544 7, 763 5, O95 ] 109 R34 : 
8. 550 to 649 211 2 »4() 9,7 8 04] 33 l 63 169 R47 
9. 650 to 749 119 | 183 | 218 874 | 8,224 , 553 12 1] 141 859 
10. 750 to 849 105 | 149} 157| 9,979 | 8,373} 5,710 3] 25] 85) 867 | 
ll. 85 » 999 113 157 $2 | 10,092 s $52 14 } 107 SS] 
2. 1,000 to 1,499 185 R4 4 | 10,277 | 8,814] 6, 17¢ { 0} 191 , 
13. 1.500 to 1.999 th] 410 119 1 Ty Q { 6, 29 , - > ° 
14. 2,006 to 4,999 127 188 202 | 10, 484 14 197 ) . mM 951 
15. § ») to 9,999 9 30) 9 ( ) »} 7 
100 to 19,999 H 5 , 17 " 2 aR SO 
17. O 19,999 2 ; 2/1 17 9,18 63, 528 40) S 1, 732 | 3,931 
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ExuHrBiITt B 


Summary of independent exchanges and stations converted to dial in Iowa— 
Actual and estimated 


{Prepared as of Dec. 31, 1956, by Iowa Independent Telephone Association] 





Number Number Average | Number Number Average 
Year | phones, | exchanges, size | phones, exchanges, size 
actual ! | actual exchange estimated estimated | exchange, 
| | | estimated 
| ideeeoee. 
1930 1, 216 1 | , 216 a } adn 
1940 94 1 | 94 : wip dani 
1941 305 | 3] 102 i... — 
1942 1,185 | 4 | 296 | — 
1943 | | ai 
1944 | : 
1945 138 | 1 138 | 
1946 1, 189 | g | 149 lia 
1947 1,051 | 5 | 210 | | slants 
1948 3, 791 12 | 316 } 
1949 6, 224 | 14 144 be 
1950 1, 182 | 4 295 =a 
195] 1,810 | 7 258 
1952 5, 610 | 18 | 312 
1953 9,043 | 22 $11 
1954 13. 063 32 408 > 
1955 13, 774 29 475 | 
1956 45. 180 5g 779 | | 
Total > 104, 855 3919 4479 
(120, 580) | | | 
1957. 51, 000 62 | 822 
1058 43, 200 60 | 720 
1959 38.000 | AS 655 
1960 10 000 80 475 
1961 28 000 80 | 350 
1962 21 000 5 | 247 
1 12, 134 100 | 121 
Total 5 233, 334 6 525 744 
oe Po 
Total independent telenhones converted to dial throngh Dee. 31, 1956, is 104.855. This is number of 
stations at time of conversion Total estimated independent dial stations in service as of Dec. 31. 1956, is 
120.580: t} owth is based on survey made as of Oct. 31, 1956, to determine the number of independent dial 
stations as of that dat 
’ Cumulative total of 219 independent dial exchanges. 


4 Average number of telephones per exchange. at time of cntover, 479; 1. e., 104,855 divided by 219. Esti- 
mated average 7e of these 219 as o » 31, 1956 is 550 

' Estimated total independent telephones as of Dee. 31, 1956, is 353.914. This 233,334 is 65.9 percent of 
total. Thus 34.1 percent of independent stations are dial. This is based on estimate that all manual sta- 
tions will be dial by 1963 

* Total exchanges as of Dec. 31, 1956, is 751; total dial is 219. This figure estimates a net decrease of 7 ex- 
changes in the 7-vear period. 29.1 percent of independent exchanges are dial Dec. 31, 1956. 

7 Average number of stations per manual exchange 444, i. e., 233,334 divided by 525 





Mr. McFartrn. Mr. Chairman, my name is Clyde McFarlin. I 
live in Montezuma, Towa. Tam president of the local telephone com- 
pany there, a locally owned company with about a thousand stations. 
Tam a past president of the Iowa Independent Telephone Association, 
and IT am presently, and have been for 20 years, a director of that 
association. 

Mr. Ketiry. Who is the other gentleman? 

Mr. McFaruin. This is Mr. Clyde Bailey, the executive vice presi- 
dent of the United States Independent Telephone Association, of 
which I am the chairman of the employment relations committee. 

My appearance here today is in behalf of that organization which is 
the trade organization that represents the independent or non-Bell 
segment of the telephone industry. 

Mr. Kettry. I think Mr. Bailey has appeared before the committee 
in previous years. 
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Mr. Baitry. I have, Mr. Chairman; yes, sir. 

Mr. Ketiey. | thought so. 

Mr. McFaruin. There are approximately 4,400 independent tele- 
phone companies in this country and they operate approximately 
10,800 exchanges. They serve a considerably Jarger number of cities, 
towns, and rural communities, and we have approximately 9 million 
telephones in service. It is true that is only about a seventh of the 
telephones that are in service in the United States, but we do serve 
two-thirds of the geographical area of the country, perhaps a little 
more. 

It is also interesting to note that while the Bell System may have 
seven times as m: iny te sle phones as we serve, we serve twice as many 
communities as the Bell. The Bell generally operates in large cities 
and communities in the country. The independents serve the smaller 
communities and cities, and might be denominated a rural industry. 

It is true that in the independe nt telephone industry there are some, 
what we call, system companies, companies which own a conside rable 
number of telephones or multiple exchanges and serve some medium 
cities and towns, such as Rochester, N. Y., Tampa, Fla., Santa Monice 

Calif.; but on the whole, we serve the very small areas of the « ‘ountry. 
Souvileioae the majority of our exchanges are in small towns and 
a majority of our independent telephones are in residences. 

In the next to the last sheet of my statement I have attached a state- 
ment showing the size and number of both the manual and dial 
ee in the independent telephone industry. This is very impor- 
tant because of the number of small exchanges we have. I think if 
you will just stay on page 2—you can examine the last sheet later— 
you will see from the table there are 2,095 manual exchanges, which 
have less than 150 telephones. There are 4,900 manual exchanges 
which have less than 500 telephones, and there are over 5,500 manual 
exchanges that have less than 750 telephones. 

You understand, of course, that under the provisions of the Fair 
Labor Standards Act the operators employed at those 5,500 exchanges 
are exempt from the provisions of the Fair Labor Standards Act. It 
is to that exemption that I wish to address myself. 

Putting this another way, there are less than 1,000 independent 
manual exchanges which have less than 750 stations. I might say, 
incidentally, that my company has never been exempt from the law; 
we have always been under the provisions of the act. I personally 
have no financial interest in this matter, because our exchange has 
been converted to dial. We have no operators. I am appearing to- 
day on behalf of these 5,500 exchanges which could suffer very serious 
injury if the exemption which is provide .d by section 13 of the Fair 
Labor Standards Act is repealed, or is modified or amended. 

That provision is very short. It says: 

The provisions of sections 6 and 7 shall not apply with respect to (subsec. 11) 


any switchboard operator employed in a public telephone exchange which has 
not more than 750 stations. 


We think there are three very good reasons why this exemption 
should not be tampered with. 

First, the repeal would result in very large rate increases to the 
telephone subscribers of these exchanges. 

Second, the adverse economic effect of such repeal upon the inde- 
pendent telephone companies themselves would be crippling. 
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Third, the economic conditions in the independent telephone indus- 
try require the preservation of the 750 exchange exemption. 

‘Of course, we are not. defending and we are not here advocating 
the payment of substandard wages. We do feel that the wages we 
are paying in these country towns in which a great majority of these 
exchanges are located compare very favorably with the wages that 
are paid to women who are employed in occupations which compete 
with our industry for their services. In fact, I think you will find 
in most of these small towns the telephone operator is probably about 
as well paid as women who are employed elsewhere and in most cases 
they are paid a better wage than those employed in retail stores and 
clerical positions and businesses of that sort. 

Mr. Grirrrx. What if the minimum wage in retail stores were to 
be increased ¢ 

Mr. McFarutn. Then we would be in a comparable position, assum- 
ing our exemption were repealed. 

Mr. Tetier. What are the rates paid to these people? Do you have 
that in your statement ? 

Mr. McFartuty. I do not. It is very difficult, sir, to get very ac- 
curate figures on that. I was just going to say that in most of these 
exchanges where there are less than 750 telephones, these exchanges 
are located in residences or apartments. So these people are not only 
paid a wage which varies greatly in different communities and in 
different areas of the country, but they are also furnished with hous- 
ing. They are furnished with their utilities such as heat and light. 
In the very small exchanges, for example, those having under 150, 
there are periods during the day when the operator can go about her 
housework. She doesn’t have to sit at the switchboard all the time 
but only during the offperiods when there is no one there. 

Mr. Grirrtn. Concerning the time and a half for over 40 hours, 
it looks obvious to me that in that particular situation that would 
be something you would be maybe more concerned about than the $1 
an hour. Maybe you are concerned about both of them, but would 
you talk about the impact of that ‘ 

Mr. McF aru. I would be happy to do that. You are quite cor- 
rect about that. We are concerned about the $1 an hour and we are 
much more concerned about the time and a half provision. In these 
small exchanges in which you have 150 or less stations, there are long 
periods of time, particularly in the nights, in which there are no 
calls at all. Yet if this exemption were repealed and we were re- 
quired, as we probakly would be by the regulatory commissions, to 
give 24 hour service—theoretically we do it now, because we answer 
the switchboard when it rings 

Mr. Grirrrn. Can’t you hire more employees and have a 40-hour 
week ? 

Mr. McFarrin. Could we? 

Mr. Grirrin. Yes. 

Mr. McFaruin. Let me give you an example of what that would do 
to us. You must bear in mind that in our industry we have to op- 
erate 24 hoursa day. So any wage increase hits us three times a day. 
[f you operate a factory, you can control your cost to a certain extent 
by your scheduling and your period of operations. But you can’t do 
that in a telephone company. You have to have the operator there 
whether anyone is calling or not. 
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Let us assume a small] exchange in Iowa, and we have hundreds of 
them that have a hundred or less telephones, and assume that we have 
a minimum of a dollar an hour. Roughly that is $9,000 a year. For 
operators wages alone on a 24-hour day basis that would be $90 a year 
or almost $8 a month. Add 25 percent for taxes, maintenance, and 
upkeep, which is not enough, and that would roughly make $110 per 
subscriber a year. That is more than $9 a month. ‘There just is not 
any way in the world that those people that live in those rural com- 
munities and those little towns could pay $9 a month for their tele- 
phone rental. 

The Department of Agriculture on March 25 released a survey on 
the service and farm telephones and the monthly charges for farm 
phone service. This report shows that the average monthly rate for 
farm telephones in this country at this time is $3.66 a month. 

Mr. Lanprum. For how many parties ? 

Mr. McFarurn. Our rural lines—and there is no standard number 
of them—could have anywhere from 1, to I am sorry to admit, as many 
as 25 on a line. In other words, they don’t classify them. They just 
take all the farmers’ rates and average them out. 

Mr. Lanprum. I lived on one of those a year where there were 12 
on my line that rang 76 times one Sunday afternoon before they 
called me. 

Mr. McFarurn. I can understand that. We are trying to remedy 
that, and we are coming a little later in our statement to that. Here 
is the interesting thing about it. I live out in the Midwest, and that 
is where a very large number of these independent telephone com 
panies are. In the second paragraph, and I hope the Congressman 
will get a copy of this release, because you will find it very interesting, 
it says— — 

Mr. Tetier. Can’t you furnish us w ome of that release ? 

Mr. McFarury. We would be very happy to furnish them to you, 
Congressman. 

Mr. Tetter. I wish you would. 

(Information requested was subs equent ly furnished and follows:) 


MONTHLY CHARGES FOR FARM PHONE SERVICE CONTINUE TO ADVANCE, MARCH 25 
1957 


Payments by United States farmers for local telephone service in July 1956 
averaged $3.66 a month, or 6 percent more than a year earlier, according to an 
annual survey made by the Agricultural Estimates Division of the Agricultural 
Marketing Service. Total monthly charges for both local and long-distant ser\ 
ice averaged $5.45 compared with $5.14 for July 1955 This increase was 
accompanied by continued and rapid improvement in the class of telephone 
service received by farmers. 

Increases in average local farm telephone bills during the year ended in July 
1956 occurred in all regions and in practically all States with increases being 
fairly consistent throughout the United States. As of July 1956, the highest 
bills for local telephone service were paid by farmers in the New England 
States, an average of $4.60 per month: and in the Pacific and mountain regions 
where payments averfged $4.27 and $4.14 respectively. The lowest by far was 
$2.99 per month in the west-north-central region where there are still a large 
number of farmer-owned lines. Much of the regional variation in cost is a 
reflection of the differences in type and quality of service provided to farmers 
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Average monthly locat farm telephone bills, by regions, July 1947-56" 


| 1947-49 | 





Region | aver- 1951 | 1952 1953 | 1954 | 1955 1956 
f age 

New England $3. 17 $3. 83 $4.11 $4. 23 $4.35 | $4.60 
Middle Atlantic 2. 76 3. 24 | 3. 39 3. 39 3. 50 3. 73 
East North Central. 2. 22 2.81 | 3. 23 3. 32 3.41 | 3. 54 
West North Central 1. 81 2. 41 2.71 2. 75 2. 86 | 2. 99 
South Atlantic 2. 58 3. 22 3. 61 3.75 3. 86 | 4.07 
Fast South Central_. 2. 50 3. 08 3. 23 8. 42 3. 50 3. 83 
West South Central 2. 02 2. 63 3. 26 3.46) 3.64 | 3. 88 
Mountain 2. 65 3, 02 3. 55 3. 74 3. 91 4.14 
Pacific. - 3. 08 3. 64 4. 00 3. 93 4.15 4. 27 

United States- matmeee sae 2. 29 2. 87 3. 06 3. 24 3. 33 3. At 3. 66 


1 The survey made in July and August requested data based on the last bill. This was generally a bill 
for a period ending in late June, July, or early August. 


On July 1, 1956, about 55 percent of the farmers with telephone service had 
dial phones, 18 percent had battery telephones, and 27 percent had magneto or 
erank telephones. This indicates a sharp increase over the last 3 years in num- 
ber of dial phones on farms and a nearly corresponding decline in number of 
magneto (crank-type) phones. The number of battery telephones on farms 
has declined only slightly. In July 1955, about 51 percent of the farm phones 
were of the dial type while in July 1954, 45 percent were dial. In 1954 an 
estimated 20 percent of the farmers with telephones had battery service and 
85 percent had magneto service. Practically all of the new telephones being 
installed on farms (percent of farms with telephones has increased from 38 
in 1950 to 52 in 1956) are dial and many exchanges and system have been 
rebuilt with dial equipment, new poles, and lines. 


Type of telephone service on farms, by regions, July 1956 


[Percent] 





Magneto 2to4 5to8 9 or more 
Region Dial Battery crank- Private parties parties parti 
service service type line on lin on line on line 
Service 
New England 7é 13 11 42 38 li 
Middle Atlantic 61 25 14 2 | 22 
East North Central l l¢ 33 14 41) S 
West North Central 35 13 52 : 12 45 ) 
South Atlantic 69 16 15 1 31 47 7 
East South Central-_. 65 25 10 t $2 9 5 
West South Central 54 25 21 5 28 57 ) 
Mountain 57 30 13 fi 24 4 5 
Pacific 83 1! 6 v 34 35 
United States 55 18 27 + 22 is 2 


Mr. McFaruin. It says that as of July 1956 the highest bills for 
local telephone service were paid by farmers in the New England 
States, an average of $4.60 per month. In the Pacific and Mountain 
regions, the payments averaged $4. _ and $4.57, respectively. The 
lowest by far was $2.99 per month in the west north central region, 
where there are still a large aanie of farmer-owned lines. 

In order that you might understand it, I would like to tell you 
about my own county. I believe there are either 8 or 9 telephone ex- 
changes in that county. Every one of them is locally owned except 
one. The customers are the stockholders. They are the owners of 
the company. I know that these little towns could not stand an 
increase. You could not keep those exchanges going if the people 
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had to pay $10 a month telephone rent. If you repeal this exemption 
and put this matter of maximum hours into effect, you just simply 
put them out of business. That is all there would be to it. 

I heard your discusison with the witness who preceded me about 
Secretary Mitchell, and as to why he did not include this maximum 
provision in his recommendation. 

Congressman Griffin, I think, put his finger on what I believe his 
thinking was. It might be possible that we could stand a dollar an 
hour, if we were not required to operate 24 hours a day, but if you 
added the overtime then you just simply put all these little telephone 
companies out of business. 

Mr. Treiier. What percentage of these exchanges are located 
residences ¢ 

Mr. McFarurn. I would say that 80 percent of them, Congress- 
man, that have less than 750 exchanges. I mean stations. For ex- 
ample, in my county which is a representative county in Iowa, there 
are 5 of the 9 exchanges located in residences. The others are, with 
one exception, which is a dial exchange, that have more than 750 
telephones. 

Mr. Tretier. And in these residences, the exchange is administered 
by a housewife, let us say. 

Mr. McFartin. Yes. It is very frequently a family project. The 
husband maintains the line and the wife operates. 

Mr. Grrrrin. She is the operator 24 hours a day. 

Mr. McFaruin. That is probably a little too broad a statement. It 
is not too far from the truth. Usually she has someone who comes 
in4or 5 hours a day in the afternoon. Sometimes her husband relieves 
her. Sometimes they have older children who operate it. Iam familiar 
with an exchange that has 350 telephones in my area. I think that 5 
hours a day they have an operator who comes in. You must under- 
stand that they go to bed at night " you and I do. They may sleep 
at night and get | up a dozen times. Unfortunately, except in the very 
small exchanges, the Wage and Hour Administrator has held that 
because they are on call, they are on duty, and therefore subject to pay. 

Mr. Treuier. That is a decision of the Supreme Court of the United 
States in regard to compensating people who are on call. 

Mr. McFarurn. Yes: that part istrue. But the Wage Hour Admin- 
istrator has made a ruling that, if they have 5 hours of uninterrupted 
sleep, then that 5 hours may be marked rest or off duty. It is a prac- 
tical consideration. It is based on a study of the matter. They usually 
do get about 5 hours of uninterrupted sleep. 

Mr. Tetirr. What method of compensation do you employ for people 
who administer these exchanges which are located in residences ? 

Mr. McFartrn. They are paid in various ways. Some of them are 
paid by the hour. Most of them are paid by the month. A good 
many of them are paid under contracts whereby they have a fixed fee. 
For example, I know one that has 350 telephones. They pay $5.400 
a year, and the man who does that becomes responsible for the opera 
tion of the exchange. They furnish him a house to live in. They 
furnish him $120 a year for his utilities. There is some extra com- 
pensation of various kinds, but it is not material. 

Mr. Triurr. These exchanges are owned by independe nt companies ? 

Mr. McFartry. Yes. They are owned by the people who live in the 
town. They are owned by the farmers, businessmen, and the residents. 
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Mr. TrLier. These companies do not have any subservience to the 
Bell Telephone System of a proprietary kind ? 

Mr. McFaruin. No, sir. They do have physical connection with 
them because the Bell operates the long-distance business of the coun- 
try. They have no subservience to the Bell. They are ey 
independent. 

I might say that the Bell are very helpful to those small companies. 
They furnish them without charge engineering service and advice. 
Sometimes after a storm or emergency they have their people come in 
and help them to restore service. There is no subservience. 

Mr. Texier. And you supply them with additional outlets for 
long-distance calls ¢ 

Mr. McFarurn. That is right. It is not entirely philanthropic, sir. 

Mr. LANpRUM. I wanted to inquire about these independent com- 
panies you speak of being owned by the people in the town. Are they 


inthe nature of cooperat ives ? 


Mr. McFarury. They vary. A very large number of them are co- 
operatives. A large number of them are what we call profit corpora- 
tions. There is no profit, but they are organized under the general 
corporation statutes of the States. There is a considerable number of 
cooperatives. I am more familiar with my State than any other. I 
would say that we have some 400 or 419 telephone companies In my 
State, and I would say probably 100 are cooperatives, and the others 
are er corporations. Very few of them pay any dividends. 

Mr. Lanprtm. How does it happen that your State regulatory com- 
mission or whoever controls them would permit so many different 
franchises? How does it happen that in 1 county you might have as 
many as 9 different exchanges ? 

Mr. McFarur. Yes. They are nine different towns. 

Mr. Lanprum. Each town is an independent company. 

Mr. McFarury. That is right. It is an independent company sepa- 
rately owned. 

Mr. Lanprum. All subject to the same State regulation ? 

Mr. McFarii. Congressman, I don’t know whether to smile or 
drop my head. We have no regulatory body in Iowa. 

Mr. Lanprum. Who fixes the rates? 

Mr. McFaruin. The local companies. You see, the great majority 
of the owners are the customers. So it is no problem. If they don’t 
like the rates that are fixed, when they have the next annual meeting, 
they just fire the board of directors and readjust the rates. 

Mr. Lanprum. Aside from this fair labor standard a moment. are 
these small companies taking advantage of the op portunity under the 
rural telephone loan program to ex pe and ? 

Mr. McFaruin. A surprisingly large number of them. I am coming 
to that. 

The point I would like to make is that there are Do. very many of 
these afisk The Secret: ry of Labor estimated ‘ Lee 500 oper: itors 
that would be affected if this exemption were cornet The Wall 
Street Journal estimated 1 aoe Frankly, we have no way of know 
ing which figure is correct. I don’t know that it is ve ry material except 
that in this great country of ours that is not very many people. But 
it does not represent an awful lot of iplpphanee For example, this 

company I spoke about where the man and wife operated, they hire 
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a woman who works 5 hoursa day. There are 2 women involved, and 
yet they have 350 telephones. You multiply that over the United 
States and you see that you have thousands and thousands of farm 
people that are very vitally interested in this thing. They can’t pay 
$10 a month. What will happen to them? They will either have to 
sell out to the Bell System or neighboring companies or go out of 
business. 

Some of them will lose their telephone service; not all of them, be- 
cause the neighboring companies will move in and take them over. 
There is going on in the industry—and I would not be fair to you if 
I did not tell’ you about it—a dial conversion program. About 55 
percent of the farmers in this country today have dial service. You 
can readily see that the wage and hour law that was enac ted in 1938, 
and increasing ever since, « oupled with the demand for better service, 
has resulted in a conversion of a large number of these exchanges to 
dial. That is what is going to happen. We must face it. These 
15,000 or 22,000 women are going to lose their jobs some day because 
automation is going to take them away. 

Mr. Lanprum. Isn’t that true regardless of what we do under this 
act? 

Mr. McF aru. oe The point I want to make is that if you take 
this exemption away, they will lose their jobs right now. If you will 
bear with us in this great effort which we are making to convert our 
systems to dial, some of them can keep their jobs for 5 or for 6 years. 

Mr. Lanprum. Are these small companies you spe ‘ak of in Iowa 
going to be able to convert to dial with the number of exchanges they 
have? Can they stand the cost ? 

Mr. McFaruin. It is going to be difficult. Some of them will have 
to be merged and put into other companies. Probably the exchanges 
will be kept, but probably 4 or 5 will go together. We are engaged 
in an effort of that kind. It is not economically efficient for 150 
people to operate a dial exchange. It costs about $300 a telephone. 
That is $45,000. That is a lot of money. If you put 3 or 5 in a 
company, the same people can maintain them and do the billing and 
things and they can exist. 

Attached to my statement as exhibit B is a record of what we have 
been doing in Iowa along that line. There was little conversion you 
will note until 1946. That is when the war ended. In 1947, we con- 
verted five to dial. There was no substantial growth until 1952. It 
ran along. In 1952 we converted 18. In 1953 we converted 22. In 
1954, 39+ in 1955, 29; and in 1956, we converted 58. This year we 
will convert 60. We have 219 converted on December 31. We have 
about a third of the job done. In 4 or 5 years we will have the job 
done almost. If you leave us this exemption alone we will do the 
thing in an orderly way. If you jerk the rug out from under us, you 
will put a lot of these exchanges out of business, because they wi ill not 
even be able to operate. It takes about 2 years from the time you 
start to convert an exchange to dial. They will go bankrupt before 
they have a chance to do that. They cannot manufacture the equip- 
ment fast enough to do it in that way. 

The most optimistic estimate is that if everything was favorable, we 
might do the job in 6 or 8 years. The most pessimistic is 12 years. 
Seventy percent of the dial-manufacturing capacity of the largest in- 
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dependent company manufacturing equipment for our industry goes 
into additions. So that only 30 percent of it is available for new 
exchanges. What we are asking for is to leave this exemption intact 
and give us a little time to get “the job done in an orderly way, and 
let these women have their jobs as long as natural progress will permit 
them to retain them. At this point 1 would like to interject that one 
of the sad things about the conversion is that these operators lose their 
jobs. They are trained operators. But they are usually married 
women. They have families. They are not able to go to a large city 
to get a job as long-distance operators. When we converted our ex- 
change on the 19th ‘of January, 8 of the finest women that 1 know, who 
had been with us for 10 years or more, lost their jobs. There is no 
employment in a small town for them. If you immediately repeal this 
exemption, you will make 15,000 or 22,000 women lose their jobs 
right away. If we do it in an orderly way, they will have some chances 
tomake some plan for the future, and they will at least get to keep their 
jobs for a while longer. 

Mr. Lanprum. Beyond that, is it true that the rural telephone 
expansion program would just stop immediately ¢ 

Mr. McF arti. I don’t quite understand your question. 

Mr. Lanprum. If we remove this exemption and thereby cause an 
automatic increase in the rates, isn’t it true that the rural telephone- 
expansion program would just stop abruptly ? 

Mr. McFarurn. It would be stopped by local people. In other 
words, it would have to be done by some of these big companies or by 
the Bell. The little people could not do it. They can’t get money fast 
enough to do it. 

Mr. Lanprum. A farmer is simply not going to pay $10 a month to 
listen to the gossip he can find on the street corner. 

Mr. McFarurn. That is right. 

Mr. Kettry. Where do you get the $10? 

Mr. McF arttrn. I used an assumption of 100 telephones, Mr. Chair- 
man, inanexchange. If you compute it exactly at $1 an hour, I believe 
it is $8,700, but to make it a round figure, I said $9,000 a year for 
operators’ wages alone. Then I added 25 percent to that sum for over- 
head. Labor costs in those small exchanges run as high as 85 percent, 
but 25 percent is usually the normal. If you add $2,000 to th: at, that 
makes $11,000. If you divide that by 100 subscribers, that is $110 a 
year per subscriber. Divide that by 12 months and you get $9 plus a 
month. 

It is true that it goes down as your number goes up, but we just hs _- 
some of these. I told you there are 2,000 of them that have less than 15 
telephones. 

Mr. Ketiry. You may proceed. 

Mr. McFaruin. Our average rural rate for rural subscribers on our 
conversions run from $3.25 a month to $4.25 a month, and we meet 
considerable resistance for modern dial service that is comparable 
with service in Washington, D. C., at $4 a month. You can imagine 
what an $8 or $9 rate would do, seins ‘ularly for this old-type service 
they have. They may have to try half a dozen times to get central. 
There is just no doubt about it that a lot of these exchanges would 
go out of business. They would be sold. Bell would take them over. 

It is a policy of this country that we are trying to save small busi- 
ness. Truly the independent telephone industry is small business. 
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We think it is private enterprise in its purest form. There has been 
a suggestion made and testimony before the Senate and before your 
committee a year ago that this form of exemption ought to be changed 
to a company basis. That grows out of the fact that there are a few 
large companies in the country that have probably several hundred 
exchanges. I don’t think they get very much benefit from the ex- 
emption. We do have in Iowa a small company which has four 
exchanges. They are in four little communities. They have 2,000 
telephones. If the exemptions were put on a company basis, and say 
750 phones to a company, the company would lose its exemption. 
Around them are 4 communities that have only 1 exchange, and you 
would have, if you made this 1 company subject to the law and 
require it to pay the higher rates, a different rate for telephone service 
in that area than you would have in the single exchange company. 
It is not logical. 

There is a very fine legislative history back of thisexemption. When 
the law was passed in 1938, there was not any exemption. It be- 
came evident to Congres at the next session that these small com 
panies could not exist. Hearings were held and out of those hearings 
came what was called the Herring amendment. I am very proud 
to say that the author was Hon. Clyde Herring, Senator from my 
State. 

That exemption grew out of very exhaustive examination that was 
made. They had the chief economist of the Wage and Hour Division 
of the United States Department of Labor send out telegrams to 
the regulatory bodies of the various States asking what type, if any, 
exemption should be granted, and if any exemption should be granted, 
what type it should be. They suggested three types: 

First, the number of telephones. That was the one that was ulti- 
mately adopted. Second, population. Then thirdly, exchange reve- 
nues. In other words, $7,500, $10,000, $15,000, $20,000, $30,000. They 
suggested various steps. 

For example, on the number of telephones, they suggested 250, 
500, 750, or 1,000. They got replies from 36 of ‘these regulatory 
bodies and their recommendations were the size of exc hange be ex- 
empted—1,000 urban subscribers, 2 States recommended. One State 
recommended 1,000 company-owned stations. Ten States recom 
mended 1,000 subscribers. Of course, there is a difference between 
subscribers and stations. A subscriber might have more than one 
telephone. A thousand stations nine States recommended. <A total 
of 22 States recommended using 1,000 subscribers or stations. There 
was 1 that recommended 750 stations, 1 recommended 500 subscribers, 
5 recommended 500 stations, and 1 recommended 250 stations. 

Then there were miscellaneous provisions from 6 States. There 
were 7 States that did not respond, and there were 5 States at that 
time that did not have regulatory bodies. As a result of that a com- 
mittee recommended and Congress passed a bill which provided for an 
exemption of 500 stations. 

In that report, and this is very brief, the committee said: 


This bill exempts from both the minimum wage and maximum hour standards 
of the act any switchboard operator employed in a public telephone exchange 
which has less than 500 stations. 
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This is very important. 

The exemption for the operators of some small telephone exchanges is necessary 
to secure uninterrupted telephone communication for the service for the farmer 
and the small rural community. Small telephone companies on the whole are 
financially unable to comply with the wage provisions of the act and the sporadic 
character of demand for service makes the application of the hours provisions 
of the act impracticable. 

Now, Congress did follow that report. In 1949 it reexamined the 
exemption. Because of the growth in number of population, they in- 
creased the exemption to 750 stations. The debate on that amendment 
will show that it was recognized that by growth in population and 
growth in telephones, 750 stations was no more in 1949 than 50) were 
in 1939. 

We have lived with this. The Department has set up regulations. 
We get along very well with them. We have no difficulty in admin- 
istering the ‘act, because the regulations have been reviewed by the 
courts or some of them have been. We know what the law is. We 
know what the regulations mean. We have gotten along fine with 
them. To change this to a company basis is illogical. It doesn’t 
make sense. It will require new regulations. We would require 
years of litigation, as we had before when the law first went. into 
effect. So any change from a station basis to a company basis cer- 
tainly would not be logical. 

You just cannot overlook what the Congressman suggested, that 
if you immediately repealed this exemption you will take telephone 
service from thousands and thousands of farm people. We are work- 
ing the situation out. The wages of telephone operators have in- 
creased as we have gone along through the years. They are con 
tented with their jobs. They are contented with their pay. It just 
seems to me that it would serve no purpose to repeal this exemption 
at this time. 

Mr. Grirrix. Is it your position, sir, that yours is not an under 
paid industry and that you don’t feel that a straitjacket of hourly 
wage and 40 hours a week is a practical thing to Impose on your in 
dustry y 

Mr. McFaruiy. Spat is our position, yes, sir. We feel that Con- 
gress recognized in 1939, and reaffirmed in 1949, and reexamined in 
1955, that a tg 

Mr. Grirrin. There would not be much union organization in this 
situation ? 

Mr. McFaruin. No; not in these small companies. Some of the 
small companies have been unionized, but the number of employees is 
so small that as a practical matter the unions are not interested in 
organizing. 

Mr. Grirrin. You mentioned $5,400 as the figure for operating one 
of these exchanges for a year. Is that typical or do we know whether 
that might be an average ¢ 

Mr. McFarurn. Congressman, I would not be candid if I did not 
say that is probably more favorable than the average. Neither wouid 
I be candid with you if I did not tell you that there are some ex- 
changes in which the operators are underpaid. I think that is the 
exception rather than the rule. In small isolated communities, where 
they have 100, 50, or 65 telephones, they very frequently get 2 or 3 
women who are glad to do the work, because, as I say, they can go 
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ahead and do their housework in their home, with the exception of 
the short periods during the day, and they are paid rates of pay that 
perhaps are all the company can pay, but from the standpoint of 
employees is not fair. 

Mr. Grirrin. The work does not compare with standing and work- 
ing on an assembly line in a factory. 

Mr. McF aru. No, sir. 

Mr. Grirrin. That is the point you are making. 

Mr. McFaruin. Yes. You remember the Congress referred to the 
sporadic demand for service. In those small exchanges they can go 
for 30 minutes without a call. 

Gentlemen, you have been very courteous and very kind. I don’t 
think I should trespass any longer. I am all wound up on this, and 
I could talk all day, but I don’t think that would be fair. 

Mr. Lanprum. To return his compliment, he has been very helpful. 
He talks about a subject that is very close to my heart and very close 
to my district. 

Mr. Farin. I know that. I am familiar with that situation. 

Mr. Lanprum. I feel I have some personal knowledge of these 
problems. I frankly believe the gentleman has related the case about 
like it appears throughout the country. 

Mr. Grirrix. Mr. Chairman, before the record closes, I would like 
to call your attention, and the attention of the members of the com- 
mittee, to the presence in the hearing room of a number of people 
from Michigan who are members of the Amalgamated Clothing 
Workers, who are here with Mr. Finley, who is a representative of 
that union. I know that you join with me in being pleased that they 
are here. 

Mr. Kerrey. The Chair would like to have those members stand. 
We are glad to have you here. You are indeed welcome. I join with 
Mr. Griffin in expressing our thanks to you for coming here. 

Are there any more questions, Mr. Griffin ? 

Mr. Grirrin. No. 

Mr. Ketiry. That closes our hearings for today. Thank you very 
much, gentlemen. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Thereupon at 11:55 a. m., a recess was taken until Wednesday, 
April 10, 1957, at 10 a. m.) 
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WEDNESDAY, APRIL 10, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABoR STANDARDS OF THE 
CoMMITTEE ON EpuCATION AND Lazor, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 429, 
Old House Office Building, Hon. Augustine B. Kelley (chairman of 
the subcommittee) presiding. 

Present: Representatives Kelley, Landrum, Roosevelt, Holt, Fre- 
linghuysen, Ayres, and Griffin. 

Staff members present: Fred G. Hussey, chief clerk; A. Regis 
Kelley, clerk; and John O. Graham, minority clerk. 

Mr. Ketiry. The committee will be in order. 

The Chair will recognize the clerk for insertion of certain letters 
in the record. 

Mr. A. Reets Ketuey (assistant clerk). A number of the members 
have received communications relating to issues under consideration. 
I submit them to you for inclusion in the printed record. 

A letter from Representative Iris Blitch, respectfully referred by 
the Honorable Graham A. Barden. 

(The letter follows:) 


CONGRESS OF THE UNITED STATES, 
HousE OF REPRESENTATIVES, 
Washington, D. C., March 12, 1957. 
Hon, AUGUSTINE B. KELLEY, 
Chairman, Subcommittee on Labor Standards, Education and Labor 
Committee, House of Representatives, Washington, D. C. 

DreaR CHAIRMAN KELLEY: In the past few days, I have received numerous 
communications from Georgia residents and constituents protesting extended 
coverage of the Fair Labor Standards Act of 1938 as proposed in your bill, 
H. R. 4575. It is my understanding the bill is currently undergoing hearings 
in your Subcommittee on Labor Standards. 

Opposition to H. R. 4575 has come largely from retail and service establish- 
ments in my district whose operations are clearly local in nature. While I have 
never been opposed to organized labor, I have consistently opposed Federal 
restrictions and regulations that would hamper retail and service establishments 
which are strictly local in character. I do not feel that it would serve the best 
interests of Georgia's retail and service establishment operators by bringing the 
strong arm of the Federal Government into the main streets of every town and 
hamlet in our State, or for that matter, to the streets of any town in the Nation. 

Extension of the Fair Labor Standards Act would doubtless force many 
service and retail employers in my district out of business. It would add enor- 
mously to the dangers of inflation which are great enough as it is. 

I have had similar protests to H. R. 4575 from numerous pulpwood producers 
who have heretofore operated under the 12-man exemption for forestry and 
logging work under the Fair Labor Standards Act. 

Congress originally enacted this law to apply to industrial manufacturing 
operations, and later exempted pulpwood producing operations with less than 
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12 employees. It is absolutely necessary to the existence of the pulpwood pro- 
ducers in my district that the 12-man exemption be maintained, and I urge 
your cooperation in this matter. 

Further regarding H. R. 4575, pulpwood producers are very definitely inter- 
ested in having the definition of “employee,” as found in the Fair Labor Stand- 
ards Act, brought into line with the definition in other laws, such as the Social 
Security Act. Pulpwood workers are definitely “employees” of producers as 
independent contractors for the production of wood. In this connection, it is 
apparent that the production of pulpwood is an agricultural matter, and should 
be exempted from the provisions of the Fair Labor Standards Act in the same 
manner as other agricultural matters. 

It is readily apparent to me that independent wood producers will not be 
able to maintain their independent status unless they retain the 12-man exemp- 
tion and the proper definition of “employee.” 

I trust you will take full measure of the consequences which would result 
from extending coverage of the Fair Labor Standards Act to the small service, 
retail, and independent producers throughout the Nation. I respectfully request 
that this letter be incorporated into the record as an expression of my opposi- 
tion to H. R. 4575 and to all companion legislation. 

With kindest regards, I am 

Sincerely, 
Ints BiircuH, Member of Congress 


Mr. A. Reats Keuiry. A letter of Dan F. Ritchie, of the General 
Farm Equipment Co., respectfully referred by the Honorable Graham 
A. Barden. 

(The letter follows :) 


RITcHIr’s GENERAL FARM EQUIPMENT Co., 
China Grove, N. C., February 27, 1957 
Representative GRAHAM A. BARDEN, 
Chairman of Education and Labor Committee, 
Washington, D.C. 

Dear Sir: The writer has been following with the greatest interest the pressure 
being brought to bear by organized groups to place the retail merchant in all 
lines under certain regulations misnamed “Fair Labor Standards Act.” House 
bill 4575 if passed into law, will be very ruinous upon the farm machinery retail 
business for many reasons. We must assume that other retail lines of business 
will be similarly affected. 

You are acquainted with the retail industry, hence we deem it unnecessary to 
spell out the details. Even if we were to go along with those who feel that such 
regulation of the retail industry is inevitable (which we don’t), now is a most 
inopportune time to try it. The retail industry, at least in our phase of it, is in 
declining health. We hope this is temporary. 

The real hardship indicated if such a law is passed will have to be endured 
by the customer or ultimate consumer. All service industries will have to adjust 
its service availability to the nonovertime workweek hours. This will be disas 
trous both to the farmer and the industries serving him. A farm simply can’t 
he operated on a 40-hour-week basis; the animals as well as field crops just won't 
cooperate. The writer has been in the farm machinery business for over 25 years, 
hence am no novice, but if the proposed Labor Act doesn’t meet with solid 
resistance from the farmers once they learn of it, then I must confess I know 
nothing about this business of serving the farmer. 

Please do what you can to protect us and our customers from further abuse. 
The putting of the little man under unemployment insurance coverage was the 
last hardship we had to take (employer with four or more employees). 

Sincerely, 
GENERAL FARM EQUIPMENT ©o., 
Dan F. Rircutr, Owner. 


Mr. A. Rects Keuiey. A letter from the Anvil Herald, Bill Berger, 
respectfully referred by the Honorable Joe Kilgore. 
(The letter follows:) 





FAIR LABOR STANDARDS ACT 857 


Tue ANVIL HERALD, 
Hondo, Tez., February 21, 1957. 
Hon. Joe KIcore, 
House of Representatives, Washington, D. C. 

DeaR Joe: This may not come under your particular jurisdiction, but I notice 
a bill by Representative Kelley, of Pennsylvania, which would seriously hamper 
the future of weekly papers, and eventually damage larger papers by shutting 
off the flow of new workers. The bill would apply to the minimum-wage field, and 
Representative Kelley would eliminate exemptions for learners and apprentices. 
We have nobody in our businesses earning less than $1 an hour, except learners, 
and most of them are closer to $2 an hour, but when a kid fresh out of school 
comes in to start sweeping out, throwing in type and such, learning the printing 
trade, he is not worth $1 an hour, and we couldn’t afford to teach him. If our 
schools all had printshops and turned out semitrained printers, that would be a 
different matter, but in this area, especially where so many of our Latins drop 
out of school early, they have to be slowly and patiently trained. 

I believe that if they eliminate this, then it will be necessary to establish 
Government training, or it will be impossible for young people to aspire to a 
skilled trade. 

I realize that $1 an hour sounds like chickenfeed to many folks, but the addi- 
tion of 10 percent to our total wage costs would have caused a deficit last year 
instead of a very small profit, and that is true not only of the Anvil Herald. We 
didn’t even do that well in the other places. 

The pressure on wages and paper has me wondering whether there will be any 
profits left in business soon. I had more money left for myself back in 1949, and 
handled about one-third as much volume as we did this past year. 

Sincerely, 
Bit. BERGER. 


Mr. A. Reets Kertxey. A letter from Joseph G. Wright, of the 
Mansfield-Leland Hotel, Ohio, respectfully referred to by the Honor- 
able Harry J. McGregor. 

(The letter follows:) 

MANSFIELD-LELAND HOvTeEL, 
Vansfield, Ohio, February 25, 1957. 
Hon. Harry J. McGregor, 
House of Representatives, Washington, D.C. 

My Drar CONGRESSMAN McGreoor: As one of your constituents, I'd like to 
bring some facts and figures regarding the proposed inclusion of the hotel indus- 
try in the Federal Wage and Hour Act. Here is how it would alfect the Mansfield- 

Our payroll for 1956 amounted to $428,228.47. This was 37.5 percent of our 
income. January 1, 1957, we put through raises for all employees that will bring 
our payroll up to over $455,000 for this year. 

If we went to $1 minimum it would add $105,730.82 to the above amount and 
this figure amounts to more than our profit before taxes for 1956. Our payroll 
wonld then run $560,000 per year. We would have to do over a million and one- 
half dollars business to warrant such a payroll. 

[It would mean increasing our room rates, food prices, and bar prices to such 
an extent that it would receive a great deal of price resistance from our customers. 
Here in Mansfield we have 12 small hotels in competition with us; on the edges 
of Mansfield there are 21 motels who are competing for our business. 

Our occupancy for the past 5 years has averaged 65 percent and I don’t believe 
increasing our rates will do anything to iniprove that figure, but will most 
likely hurt it. 

Frankly, Congressman McGregor, I don’t know where we can get enough new 
husiness to allow such an increase in our operating cost. As you know, hetels 
are open 24 hours a day, 365 days a year. Fridays, Saturdays, and Sundeys 
our occupancy drops to as low as 20 percent but most of our expenses go on just 
the same, 

In addition, most of our employees wear uniforms which we provide and main- 

] Ss are provided at no charge to the majority, tips are received in good 


that 


v all our service employees. All these add up to fringe extras not 
yy other industries. 
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I hope, Congressman McGregor, you will give considerable thought and study 
to our problem. 
Respectfully yours, 
JosePH G. Wricut, Manager. 


Mr. A. Reors Ketxiry. A statement from the Alabama State Cham- 
ber of Commerce, respectfully referred by the Honorable Graham A, 
Barden. 


(The statement follows :) 


ALABAMA STATE CHAMBER OF COMMERCE, 
Montgomery, Ala., April 8, 1957. 
Hon. GRAHAM A. BARDEN, 
Chairman, House Committee on Education and Labor, 
House Office Buiiding, Washington, D. C. 


DeaR Mr. BARDEN: I am enclosing a copy of the Statement of Policy of the 
Alabama State Chamber of Commerce relative to pending legislation concerning 
minimum wages ana hours. 

We ask your careful consideration of the statement and its insertion in the 
record of the hearing, before your committee. 

Yours very truly, 
ROBERT STRAUB, 
Director, Research Division 


STATEMENT OF POLICY OF THE ALABAMA STATE CHAMBER OF COMMERCE ON 
PROPOSED MINIMUM WAGE LEGISLATION 


There are presently pending in the Subcommittee on Labor Standards of the 
House Committee on Education and Labor a large number of bills relating to 
amending the Fair Labor Standards Act. Taken as a whole these bills aim at 
three objectives : 

(1) Increased coverage under the Fair Labor Standards Act; 

(2) Increased minimum wage to $1.25 per hour; 

(3) Reduced working week of 35 hours. 

The board of directors of the Alabama State Chamber of Commerce, after 
careful consideratior of the possible effect of this proposed legislation is opposed 
to its passage. The entire group of legislation is inflationary in its nature. There 
are a great number of industries and businesses which cannot increase their 
minimum wage scales without a corresponding increase in the price of their 
goods or services. In this dangerous period of inflationary tendencies no legisla- 
tion encouraging such tendencies should be considered. 

Many of these bills proposed coverage of retail and service establishments 
These businesses are essentially local in character and we feel that they should 
not be the subject of Federal legislation. Federal authority should be limited to 
the constitutionally delegated right of regulation of interstate commerce. 

Some bills would include only the larger retail and service establishments and 
would exempt small businesses. As a practical matter the smaller businesses 
would not be exempt for they would have to compete for their employees in the 
same labor market as their higher paying, larger competitors. 

It has been suggested that the minimum wage be increased to $1.25 per hour. 
This would be u legislative determination that the needs and conditions were 
the same all over the United States. Actually we all know that the needs and 
living conditions vary from State to State and even from city to city within a 
State. The determination by the Federal Government of a minimum wage for 
all areas is unrealistic. Indeed the retail clerks union has admitted in public 
hearings that its contracts with employers call for varying minimum wage levels 
throughout the country—in somc instances calling for less than a $1 per hour. 
The passage of proposed legislation extending coverage to retail establishments 
and raising the minimum rate to $1.25 per hour would accomplish hy legislation 
what the unions have been unable to secure by negotiations. 

Here in Alabama some of our smaller industries snch as the lumber and timber 
industry, if required to pay $1.25 per hour as a minimum wage will face two 
alternatives. They may either increase the price of their products thereby 
placing themselves at a competitive disadvantage or they may lay off some 
employees and try to hold the price line. 

The Alabama State Chamber of Commerce opposes further extension of the 
provisions of the Fair Labor Standards Act and hereby files this, its statement in 
opposition. 
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Mr. A. Rees Keriey. And several letters respectfully referred by 
the Honorable Phil M. Landrum. One is from E. S. Harper Co.; 1 
from the Milam Furniture Co.; 1 from the McConnell Stores; 1 from 
the Ellijay Telephone Co.; 1 from the Jones Mercantile Co.; 1 from 
the South Georgia Grocery Co.; and 1 from the Hotel Roosevelt in 
Cedar Rapids, Iowa. 

Mr. Ketiey. Without objection they will become part of the record. 

(The letters are as follows :) 

BR. S. HARPER Co., 
Idaho Falls, Idaho, March 25, 1957. 
Hon. Pui M. LANDRUM, 
Member, Labor Standards Subcommittee, 
House of Representatives, Washington, D. C. 

Dear Str: We are writing to oppose strongly any bill which would increase 
the present minimum-wage rate, and any bill which would take away the present 
agricultural exemptions. 

There are many problems with which the farmer is faced, including rising 
costs on machinery, fertilizers and labor, and rising freight rates, while his own 
products are selling for less and less. Should the agricultural exemptions be 
taken away from the farmers, it would become an impossibility to harvest their 
crops when they are ready. Hours of work cannot be regulated in agricultural 
commodities, as perishable items must be harvested at the proper stage of ma- 
turity and the harvest is often influenced by weather conditions. There is often 
a shortage of labor during peak times and people, in some agricultural communi- 
ties, are recruited from the stores and businesses to help with the harvest. 

By the same token, packing of perishable fresh fruit and vegetables must be 
done when the crops are ready and cannot be done on a 40-hour week schedule, 
and they must depend on transient labor, in a good many cases, to pack the com- 
modities because there is not enough work to keep a year-round labor force. 

We feel that anything which raises the cost to the farmer. or packing cost of 
his crop, should be avoided and for these reasons we oppose any bill which would 
do away with the agricultural exemptions, or which would raise the minimum 
wages 

Sincerely yours, 
KE. S. Harper Co., 
By H. H. Harper. 


MILAM FURNITURE Co., 
Valdosta, Ga., February 28, 1957. 
Hon. Prit M. LANDRUM, 
House Office Building, 
Washington, D. C. 

Dear Str: As a retail furniture dealer, I am deeply concerned with the wage 
and hour law. Let me take a few minutes of your most valued time and give you 
a few reasons. 

First, I think wages should be based on the location of the business. I do not 
think a crossroad town should have to compete with wages of a metropolis. This 
does not include industries, for they do not depend solely on the local people for 
business. 

Our working days are steady. We do not lay off our employees when business 
slows up; therefore our expense goes on the same during slow periods of busi- 
ness. For example, we have in our section, a good many men working pulpwood. 
During rainy weeks, their income is cut off and when their supplier has a com- 
plete supply, again they are laid off. Now, how can you compare the two types 
of business? There is no comparison, so they have to be handled on different 
pay seales. 

The working conditions, too, are to be taken into consideration. Our work is 
done indoors in comfortable surroundings. Time off is given without being de 
ducted from their wages. 

I do not want to bore you with any more comparisons, but appreciate your 
taking this matter into consideration and exempt retail stores from the wage 
and hour law. 

Yours truly, 
R. M. Miriam, Jr. 
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McCoONNELL STORES, 
Atlanta, Ga., February 18, 1957. 
Hon. Put M. LANDRUM, 
House Office Building, Washington, D. C. 


DEAR REPRESENTATIVE LANDRUM: It is our understanding that hearings in the 
House Labor Committee will begin shortly on several bills which deal with 
proposed extension of the provisions of the wage-and-hour law to cover retail 
and service businesses. 

We operate stores in 3 cities in your district, those being Winder, Commerce, 
and Lawrenceville. These stores are typical of the type stores we have; being 
5 and 10 variety in nature, employing 3 to 6 people on a full-time basis. 

We know you are quite familiar with the problems of the merchant in our 
smaller cities and towns and that the problems are nearly identical whether 
the operation is one store or a group of stores due to the local character of 
retailing as differentiated from manufacturing and industry. 

We feel that the extension of the wage-hour law to any segment of retailing 
is a perversion of the original intent of the law which was to put manufactur- 
ing on a fair competitive basis nationally. A retailer competes in only a small 
area, and conditions in our section have little basis for comparison or competi- 
tion with New York, the Chicago area, or the west coast. The great majority 
of stores, not only in our own section, are small stores and not equipped to cope 
with the record keeping and administration that the wage-hour law provisions 
require. 

The very nature of retailing provides for job stability, 52 weeks’ full pay, or 
what amounts to a real guaranteed annual wage. A manufacturer employs 
people only when he has orders on hand. A retailer must keep his doors open 
in the hope customers come in and buy. He cannot schedule his production of 
sales and this factor alone will put him at a great disadvantage if faced with an 
extension of the wage-hour law provisions. 

Recent figures that were released to the newspapers as a result of the national 
survey on wages in retailing as compared to manufacturing bear out what 
retailers have always contended—that wage rates in retailing go up in almost 
exact percentage to wage rates in industry. This would indicate that no legisla- 
tion on this is needed as the present economic laws are effectively handling 
the matter. 

We hope that you will use your influence to maintain the traditional exemp- 
tion of retailing from the provisions of the wage-hour law. 

Yours truly, 
S. E. McConnett Sons, Co., 
By: REMINGTON MCCONNELL. 


ELLIgaAy TELEPHONE Co., 
Ellijay, Ga., March 5, 1957. 
Hon. Pui LANDRUM, 
Representative, 9th Georgia District, 
House Office Building, Washington, D. C. 

DEAR REPRESENTATIVE LANDRUM: There have been introduced, in the current 
Congress, several bills relating to wage-hour laws, particularly increases in 
the minimum wage and, of great importance to small telephone companies, the 
elimination of the “750-station exemption,” under which minimum wage rates 
and hours do not apply to switchboard operators in exchanges with fewer than 
750 stations. 

Independent telephone company revenues disable them from paying wage 
rates considered reasonable in large towns. Whereas average annual earnings 
per telephone of Bell System companies (operating in large towns) are $118, 
earnings for smaller independent companies generally range from $40 to $80; 
many a great deal less. The gross revenue per station for this company in 1956 

yas approximately $57 per station, which includes revenue from all sources— 
rental, toll, and miscellaneous, such as directory advertising. 

At the present time, this company employs 3 operators working 6 days a week, 
and a relief operator working 2 days a week. Wage rates range from $105 to 
£160 per month and it is our practice to give each employee a $5 per month 
increase every 6 months. At the present figures, our operator payrolls would 
amount to $5,160 per year, with no additions for overtime, vacations, sickness 
absences with pay, etc. If a minimum wage of $1 per hour, without the 750- 
station exemption should be imposed upon us, our minimum payroll would be 
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$11,680 per year without any differentials for position, length of service, etc., 
and not including vacation and sickness pay. A minimum wage of $1.25 per hour 
would increase the figure to $14,600. 

In the first instance, this would mean a rental rate increase of about $1.25 
per month per station and in the second instance increases of approximately 
$1.50 per month. These increases would take care of only minimum require- 
ments and do not take into consideration other collateral increases in expenses, 

Wages in this area for comparable female help, such as clerks in stores, etc., 
range from $15 to $25 per week, so it may be readily seen that telephone workers 
are paid better than going wages for help with like qualifications. 

In many small towns a telephone business is the only business subject to the 
Wage-Hour Act because it is the only one doing interstate business. If the ex- 
change loses its exemption and is compelled to pay a higher wage than the pre- 
vailing wage there will be widespread dissatisfaction from the subscribers, 
other employers, regulatory commissions, ete. As public utilities, rates of tele- 
phone companies are under strict public regulation. There is no surer way of 
putting small business out of business and making big business bigger than by 
subjecting small business in every instance to legislative standards considered 
reasonable in large metropolitan areas. The equal treatment of unequals is itself 
unequal. 

A few years ago, the Wage and Hour Division of the Department of Labor sent 
telegrams to State public utility commissions asking of any exemption should 
be provided, and how. Twenty-two commissions recommended 1,000 stations, 
one recommended 750, six recommended 500, and one recommended 250. At that 
time, the 500-station exemption was adopted and was later increased to 750. 

You probably know that a tremendous program of conversion to automatic or 
dial operation is in progress in the Nation, and when this is completed, the small 
exchanges will not need operators, such operator services as are required being 
rendered by an adjoining large exchange, usually a toll center. Our own com- 
pany has such a program underway now and expects to convert to automatic 
operation by the end of this year. 

I regret that our presentation of this matter has taken up so much letter 
space but it is of great moment to this company and others in like situations. 
Similar letters are being sent to Senators Russell and Talmadge. 

With personal regards and well wishes, I am 

Very truly yours, 
S. B. GREEN, President 


JONES MERCANTILE Co., 
Canton, Ga., February 22, 1957. 
Hon. Pui M. LANpRvUoM, M. C., 
House of Representatives Office Building, 
Washington 5, D. C. 


Dear Str: It is with much concern we note the determined effort being made 
by organized labor to have the retail exemption removed from the wage and hour 
provisions of the Fair Labor Standards Act. Conversely, we note with much 
pleasure that you are a member of the subcommittee of the House which will 
presently be considering this action. 

Basically, of course, such control by the Federal Government over activities 
strictly within the several States is an encroachment of the States’ rights to 
govern and regulate their own affairs, and to this extent this action would be 
fundamentally wrong. 

The impact of such a move on independent merchants and service establish 
ments would almost sound the death knell of such businesses, particularly in 
small towns and in the rural areas where there is not sufficient traffic to de- 
velop volume to absorb these additional costs. 

As you know, a retail establishment in order to fulfill its mission and in order 
to enjoy a sufficient volume of business must remain open many hours longer than 
industrial plants of the present day. We remain open 52 hours a week, whick it 
seems is as little as we can do and still serve the public, as we have to be here 
before industrial workers go to work and after they get off, and that seems to be 
about the minimum hours necessary to accomplish this. 

Thus you can see that payment of overtime for 8 to 12 hours each week at 
time and one-half rates would increase our expenses entirely out of proportion 
and would further jeopardize the very limited net we are now operating under. 
In other words, for the past several years we have been faced with constantly 
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increasing expenses and decreasing gross profits with the result that the net 
becomes less and less each year. The addition of this overtime to our already 
high expenses would virtually eliminate any possibility of net profits. 

It is the writer’s humble opinion that it was never intended that retail and 
service establishments should be covered by the provisions of the Fair Labor 
Standards Act because of the longer hours necessary and because of the fact that 
while in industry one employee might be relieved by another after 40 hours and 
eontinue operations on a shift basis without any appreciable reduction in effi- 
ciency. That is not possible in a retail or service operation as retail clerks in 
the smaller towns particularly might be around for several hours without actually 
doing any work. In other words, 40 hours in an industrial plant means 40 hours 
of work, while 40 hours in a retail establishment might mean from 10 to 25 hours 
of actual work. 

The additional burden of keeping adequate and detailed records to comply with 
this would still further increase our expenses with no improvement in results to 
us and as you know with the various taxes, payrolls, excise taxes, etc., for which 
we have to keep records our nonproductive overhead has increased tremendously 
over the past 15 to 20 years and to add still another burden would be disastrous. 

We note that one bill provides for payment of $6,000 per year minimum to 
executive and administrative employees before they can be excluded from the 
overtime provisions. This would be a particularly expensive adjustment and 
would seriously interfere with proper management and supervision of our 
operations 

Should this exemption be removed it would not only increases expenses due 
to overtime provisions and possibly some adjustments in the lower salary ranges, 
but it would also necessitate upward revision all along in order to maintain the 
traditional differentials with the result that it could conceivably result in overall 
increases from 10 to 20 percent of our payroll. 

We will be forever grateful if you can see your way clear to oppose this move 
with all the vigor at your command. 

With kindest personal regards and best wishes, we are, 

Yours very truly, 
J. D. Foster, President 


Tue Souru GEorRGIA Grocery Co., 
Quitman, Ga., March 12, 1957 
Hon. Puint M. LANDRUM, 
318 House Office Building, Washington, D. C. 

DEAR CONGRESSMAN : I certainly enjoyed our conversation over the telephone a 
few days ago. 

I am enclosing you information concerning our business as it operated in the 
past and at the present time. This information will give you our opinion as to 
how the extended coverage of the wage and hour law will affect our business and 
similar small retail businesses. 

We would appreciate any help you can give us to combat this extended coverage. 

Sincerely yours, 
E. J. PLOWDEN. 


THE Soutn GeorGta Grocery Co., 
Quitman, Ga., March 12, 1957. 
Hon. Pui M. LANDRUM, 
3818 House Office Building. 
Washington, D. C. 

DEAR CONGRESSMAN: I am writing you concerning the proposed extension of 
coverage to the wage-and-hour law. This is a matter that is very vital to the 
existence of our business as it is operated at the present time. To give you a 
full insight as to our operation, it will be necessary that I give you some of the 
history of our company. 

I am the general manager of three corporations which operate small retail 
grocery stores in the small towns of south Georgia, north and west Florida. The 
three corporations were originally wholesale grocery houses, each with different 
stockholders. The South Georgia Grocery Co. was formed in 1903; the Rountree 
Grocery Co. was formed in 1917; the Capital City Grocery Co. was formed in 
1912. The three corporations operated wholesale grocery houses until 1929 at 
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which time their existence as old line wholesale grocery houses seemed threatened 
‘due to business conditions. 

Our general manager at that time, Mr. S. J. Faircloth, decided to begin opening 
small retail stores in the areas which we had served as a wholesale grocery house. 
These were opened in 1930, 1931, 1932, and 1933, until we had a small store in 
most every little town. These small stores gave employment to people who 
needed it very badly during this period of depression and also afforded these 
small rural areas a store in which they could buy merchandise at a reasonable 
and fair price. This operation prospered for a number of years although it was 
necessary for us to close many of our small stores which became unprofitable. 

The South Georgia Grocery Co. still owns and operates 57 Suwannee Stores, 
employing approximately 250 regular and part-time employees. The Capital 
City Grocery Co, owns and operates 27 Suwannee Stores, employing approxi- 
mately 121 regular and part-time employees. The Rountree Grocery Co. owns 
and operates 28 Suwannee Stores, employing approximately 147 regular and 
part-time employees. These stores are operated primarily in small communities. 
Our individual store volume is not large, averaging for the last 6 months a weekly 
volume per store of approximately $858.20. We have never branched out into 
the supermarket operations as most chainstores now have. We still operate 
small stores. We believe you could compare them to the corner grocery. How- 
ever, we feel that we are giving employment to people who need it and are 
rendering services to communities in which we operate. 

The small communities in these rural areas are diminishing in population 
and will not support a huge supermarket which we know so well today in our 
metropolitan areas, but they do need a chainstore which will assure them of 
merchandise at a fair and reasonable price. 

The proposed extension of coverage of the wage-and-hour law to this type of 
business which we operate would work an undue hardship on us and force us 
to further curtail our operations in many of the rural areas which we now serve. 
In many of our stores we have a man and wife team which operate this store, 
except on Friday afternoons and Saturdays when they hire additional help, 
usually schoolboys. 

We could not afford to pay $1 an hour minimum wage with overtime pro- 
visions for over 40 hours in many of these stores. As you are well acquainted 
with the fact, the smaller the town, the longer the store hours are as it is the 
custom for these rural people to shop early in the mornings and late in the 
evenings after they have finished their day’s work. For us to operate on a 40- 
hour schedule in these small stores would be impracticable. To operate with 
more than one shift in these small stores would also be impracticable. 

Our operators are not the highly skilled operators which you would find in the 
giant supermarket. Our store manager is now burdened with recordkeeping as 
he must keep up with the FICA taxes, withholding taxes on income, State sales 
tax, and Federal excise taxes. Our units are not large enough for us to employ 
a person skilled in keeping records just for this purpose. To add to this 
burden of recordkeeping, the provisions of the wage-and-hour law would almost 
be the straw to break the camel’s back. 

Congressman, we feel that we are rendering a service to these communities 
but we do not see how we could operate our type business under the provisions 
of the wage-and-hour law should it be extended to cover these retail outlets. 
The additional expense which would be added to our operating would cause us 
to be unable to operate at a profit. We do not want to deny anyone the privilege 
of earning more money if the opportunity presented itself; however, we feel 
that extension of the wage-and-hour coverage to our type of establishment would 
not afford the employee increased earnings but would cause unemployment. 

We wanted to give you the picture as we see it concerning our operations, as it 
appears it would be to us, should the wage and hour law be extended to cover 
this type of retail establishment. We feel sure that you have the best interest 
of our country at heart and will do the thing that you think is right. We do not 
believe the extension of the coverage of the wage and hour law to small retail 
establishments as we operate would be to the best interest of the people in our 
rural areas. 

Yours very truly. 
BE. J. PLOWnDEN, 
General Manager. 
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Horet RoosEve tr, 
Cedar Rapids, Iowa, March 1, 1957. 
Hon. Putt M. LANDRUM, 
House Committee on Labor Standards, 
House of Representatives, Washington, D. C. 

DraR CONGRESSMAN LANDRUM: I have just received word from our American 
Hotel Association that hearings will soon start on the inclusion of retail and 
service establishments under the Federal Wage and Hour Act, and I sincerely 
urge you to vote against such a procdure. 

Motels and many types of tax-free businesses, such as churches and clubs, 
have made deep inroads into our room and food business and if we were com- 
pelled to operate under the $1 minimum wage law, with time and a half for all 
working hours over 40, it would increase our payroll to a point where I doubt 
if we could survive. 

We have applied the minimum $1 per hour and the 40-hour week to our Janu- 
ary 1957 payroll and it showed an increase of 45.4 percent over what we did pay. 
When this increase is applied to our room rates alone, it would increase our 
present average rate from $6.91 to around $10. Already some of the traveling 
men think our rates are too high and I am afraid an increase of this amount 
would chase all of them into the roominghouses and motels. 

Due to the fact that we operate 24 hours a day, 365 days a year, many times 
our employees are really not working but only putting in time waiting for 
something to happen. Consequently, we are able to use elderly and handicapped 
people for the various jobs around the hotel, but if we were forced by law to 
comply with the $1 per hour minimum wage and 40-hour week, then we wonld 
have to discontinue this type of help and go to hiring only able-bodied men 
and women to put in a full 8-hour day. 

I am sorry to bother you with all these details, but I think this is for a very 
worthy cause. Your favorable consideration will be appreciated. 

Yours very truly, 
J. C. Kennepy, Manager 

Mr. Ketiey. Mr. Malmer, you and your associates, will vou iden- 
tify yourself and also those of your associates who are here? 

Mr. Mater. I am M. M. Malmer and this is Col. Hurley L. Swift, 
of Harrisburg, and Mr. Henry Church, of Fairmont, W. Va., and 
James L. Jessup, of Charlottesville, Va., and Wilmington, N. C. 

Mr. Ketiry. You may proceed when you are ready. Are you going 
to read your statement? 

Mr. Matmer. You have had our statement for some time and so 
we thought that we would save your time and I have a short sum- 
mary which I thought it would be better to give you. These gentle- 
men are going to add their own experience in the situation 

Mr. Keiiry. Do those gentlemen have statements, too? 

Mr. Maumer. These gentlemen have informal statements. 

Mr. Ketiey. You may proceed, Mr. Malmer. 

Mr. Matmer. Thank you. 


STATEMENTS OF M. M. MALMER, OF YOUNGSTOWN, OHIO; HURLEY 
L. SWIFT, OF HARRISBURG, PA.; HENRY C. CHURCH, JR., FAIR- 
MONT, W. VA.; JAMES L. JESSUP, OF CHARLOTTESVILLE, VA.; 
AND GEORGE W. ANDERSON, EXECUTIVE VICE PRESIDENT OF 
THE AMERICAN TRANSIT ASSOCIATION, NEW YORK, N. Y. 


Mr. Matmer. I am M. M. Malmer, executive vice president of Akron 
Transportation Co. and vice president and general manager of 
Youngstown Municipal Railway Co., who, as chairman of the labor 
relations committee of the American Transit Association, appears 


n 
i 


FAIR LABOR STANDARDS ACT 865 


before your committee to present the transit industry’s opposition to 
proposals to broaden the coverage of the wage-and-hour law. 

Our position is explained in our statement and attachments which 
have already been submitted to you and which we hope merit your 
careful study. I would like now to give a brief summary of this state- 
ment and also have appearances by other individuals who will tell 
the story of their own situation or State. 

I also have here an exhibit showing the precarious financial condi- 
tion of the Oshkosh, Wis., City Lines which was prepared by Kar! 
Schmidt, general manager, which I would also like to put in the rec- 
ord. ‘The case of this small company is typical of the many medium- 
and small-sized operations which would be forced to quit if the pro- 
posed amendments to the wage-and-hour law were put into effect. 
Our position is flatly that the transit exemption should be continued. 

The three main reasons for this are: 

(1) We have such a variable demand for our product which varies 
each day between rush and nonrush periods and each individual day 
differs from the other days of the week. 

(2) It is difficult to schedule. It is almost impossible to have pre- 
cisely an 8-hour day. The workday of an average operator is a func- 
tion of the number of round trips he makes. If he makes 45 minutes 
per round trip, he is not going to be able to quit at the end of his 8 hours 
if he is out at the end of the line. 

(3) Many transit companies are obligated by franchises to furnish 
7-day service. 

(4) Many labor contracts, some of 2- and 3-year duration, guarantee 
a 6-day workweek for the operating departments. 

(5) Fares are fixed as provided for in franchises or orders of State 
utilities commissions. 

This business, since the end of the war, has been declining due to 
the loss of passengers caused by automobile competition while costs 
for increased wages and material have doubled. Fares are approach- 
ing the economic limit. The net result is that over 150 small transit 
companies have been forced to quit since 1945. 

{ would like to define that word “small.” They run as large as 
Schenectady, which I believe has roughly 150,000 population. 

Unlike industry generally, this business cannot control its costs 
through increased productivity or automation. In fact we are slowed 
down by the impact of increased traffic congestion. 

We provide a service which cannot be adjusted precisely to the fall- 
off in riding. A large portion of our riding comes from aged people 
and schoolchildren. It is still recognized as being an absolute neces- 
sity m the medium and small city. 

We are receiving some relief at the Federal level which abated the 
recently enacted 1-cent Federal tax on fuel. In my own State of Ohio, 
we recently were helped by a reduction in the bus license tax. Many 
other States, West Virginia, Wisconsin, Michigan, Washington, and 
New York have taken or are studying tax relief for transit companies. 

After long hearings before the house of representatives taxation 
committee, we were relieved of this tax by a vote of 120 to 13 in the 
house and 26 to 6 in the Ohio senate. In the testimony, and J had the 
privilege of being the statistician for the Ohio group, we had 19 transit 
companies and on their business operations were approximately $20 
million of gross revenue in 1955. We wound up $55,000 in the red. 
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That does not mean that all companies were in the red. That means 
on their bus operations which is the thing we were talking about on 
this bus license fee, they were in the red. 

In 1956 they had a net of approximately $60,000 on $20 million of 
gross revenue. It is a very touch and go situation with them. We 
have had many properties go out of business in Ohio and I am afraid 
that even with this tax relief we received there will be more casualties, 

Many other States, West Virginia, Wisconsin, Michigan, Pennsyl- 
vania, Washington, and New York and others have taken or are 
studying tax relief for the transit companies. I am sure that if you 
study our situation, you will be sympathetic with our plight. 

We appreciate the opportunity of appearing before you and pre- 
senting our case and after the gentlemen that are with me are finished 
we will be pleased to answer any questions you may desire to ask. 

(The statement is as follows:) 


STATEMENT OF M. M. MALMER, REPRESENTING THE AMERICAN TRANSIT ASSOCIATION 


Mr. Chairman and gentlemen of the committee, I am M. M. Malmer, executive 
vice president of Akron Transportation Co. and vice president and general man- 
ager of Youngstown Municipal Railway Co., who, as chairman of the labor 
relations committee of the American Transit Association, appears before your 
committee to present the transit industry’s position with respect to proposals 
to broaden the coverage of the wage-and-hour law. 

The American Transit Association is a voluntary trade association comprising 
in its membership companies transporting passengers by rapid transit cars, 
streetcars, motorbuses, and trolley coaches in urban, suburban, and interurban 
service. These member companies handle over 80 percent of all transit riders 
in all parts of the United States. 

At the present time the employees of these companies are exempt from the 
provisions of both sections 6 and 7 of the Fair Labor Standards Act of 1938, as 
amended, relating to maximum hours and minimum wages, the same as em- 
ployees of other transportation industries. This exemption is provided by 
section 13 (a) (9) which reads as follows: 

‘Any employee of a street, suburban, or interurban electric railway, or local 
trolley or motorbus carrier, not included in other exemptions contained in this 
section.” 

This statement is presented on behalf of many members of the American 
Transit Association, in support of the aforementioned exemption relating to 
maximum hours and in opposition to any proposals which would eliminate that 
exemption. 

We take this opportunity to confirm the position which has been taken since 
the Fair Labor Standards Act was enacted in 1938 and which has been fully 
recognized up to now by all concerned, including Congress. The present exemp- 
tion of local transit employees is well founded, is in accordance with sound 
concepts with respect to interstate commerce, is required by the pattern of 
operations in the transit industry, and is based upon an established and hereto 
fore recognized need. We are, therefore, completely opposed to the removal or 
alteration of this exemption. 

The transit industry has consistently shown, and we now show, that the 
industry has a unique position with respect to wage-and-hour legislation, because 
it is affected by totally different and distinctive circumstances, including the 
following: 

1. The transit industry is composed of more than 1,400 companies of widely 
varying size whose operations are local or confined to an area, and which are 
practically never competitive with each other from either a service or a labor 
market standpoint. 

2. Local conditions on transit properties vary greatly. Union contracts cover 
ing more than 75 percent of all employees in the industry each reflect different and 
distinctive local conditions. Industrywide bargaining as practiced in the rail 
road and other industries therefore cannot be practiced, and is not being prac- 
ticed, in the transit industry. 

3. Transit is a service industry whose opportunities for reducing manpower 
requirements through technological improvements or automation are extremely 
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limited. Since approximately 60.6 percent of its gross revenues are paid out in 
wages, exclusive of the cost of such items as pensions, insurance, social security 
and unemployment taxes, increases in transit labor costs exert a greater influ- 
ence on total operating costs than in any but one other major industry. 

The transit industry has every intention of paying wages as high as the 
traffic will bear. However, we contend that the increase should not go, in 
any event, beyond the $1 present minimum. 

We will not now take the time to express our fundamental view that the 
matter of minimum wages likewise is for collective bargaining instead of 
jovernment edict. Raising the present $1 legal minimum will require upward 
adjustments in some jobs in some areas because of manpower competition 
with other industries. The difficulties which may be caused by necessary ad- 
justments in our wage structure in order to correct inequities resulting from 
a higher minimum wage are difficulties we shall face and try to meet, and 
the burden will fall especially hard on the smaller transit companies which 
are now struggling for a very necessary existence. 

Congress previously agreed that our industry should not be made subject to 
a fixed workweek, and the need for maintaining flexibility with respect to our 
workweek is even greater today, especially if minimum wages are to be in- 
creased. A comparison with production industries shows that the transit 
industry pays out a higher percentage of its net sales in the form of wages 
and salaries. The need for continuing the present exemption is greater today 
than ever before. 

4. The transit industry is restricted in what it can do to meet the heavy 
cost of complying with minimum wage and maximum hours’ regulations 
because: 

(a) Its rates or fares are fixed or controlled by public authorities or 
written franchises and can be changed only after extended public hearings 
or public referendums ; 

(b) Increases in transit fares are undesirable from the standpoint that 
those least able to pay higher fares are most dependent upon transit 
vehicles for daily transportation ; 

(c) Experience has continually shown that transit patronage falls off 
following increases in fare, and sooner or later the point of diminishing 
returns will be reached ; 

(d@) To meet the public need, transit service must be provided continu- 
ously 16 to 24 hours each day, with much of the riding concentrated 
during morning and evening rush-hour periods of about 2 or 2% hours 
each. During evenings, as well as on weekends or holidays, transit riding 
in many cities, especially the smaller ones, is extremely light. 

The broadest possible interpretation has been given the present act from the 
standpoint of its coverage, and if the present exemptions covering transit 
employees found in section 13 (a) (9) were to be eliminated, there is no ques- 
tion but what the minimum wage and maximum hours’ provisions of the act 
would be applicable to all transit employees except those employed by the 
approximately 40 publicly owned and operated transit systems previously 
mentioned. 

We have already referred to the fact that there are over 1,400 local transit 
systems in the United States. Nearly all have union contracts and each re- 
flects a local situation. Literally no two are alike, and each one has special 
operating problems governed by local conditions and area wage rates. To 
force all such contracts to conform to a single national pattern, both as to 
wages and hours, is unwise and impractical. It would strike a crippling blow 
at the process of collective bargaining which, in recent years, has resulted in 
greater and faster improvements in wages, hours, and other working condi- 
tions than had occurred in several decades preceding. 

Early in 1949, when bills providing for the elimination of the exemption cover- 
ing transit employees were under consideration, the operating employees of some 
privately owned transit companies had a 40-hour workweek, and the nonoperat 
ing employees of a somewhat larger group of privately owned transit companies 
also had a 40-hour workweek. 

Since early 1949, the workweek of operating employees of privately owned 
transit companies in approximately 50 additional cities and some suburban areas 
has been reduced to 40 hours. During this same period, the workweek of the 
nonoperating employees of privately owned transit companies in a somewhat 
larger list of cities and suburban areas has also been reduced to 40 hours. 
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There are approximately 40 cities in which the dominant transit system is 
publicly owned and operated, and cities like New York, Chicago, Detroit, Cleve- 
land, Boston, San Francisco, and Seattle are in this group. The employees 
of these publicly owned systems, which represent nearly 30 percent of the total 
employees in the industry, are not subject to the provisions of the Fair Labor 
Standards Act. However, both theoperating and nonoperating employees of 
the publicly owned transit systems in these larger cities are, with 1 or 2 
exceptions, working a 40 -hour week. 

Generally, both the operating and nonoperating employees of privately owned 
dominant transit systems in the larger cities have a 40-hour workweek. How- 
ever, in the case of privately owned transit systems in both the smaller cities 
and suburban areas of our large cities, the workweek, particularly of operating 
employees, is in excess of 40 hours in the great majority of instances. 

Most transit companies today are barely making operating expenses despite 
increases in fares, which in many cases were granted only after prolonged delays 
during recent years. There is no cushion of profit to absorb the cost of main- 
taining a contractual workweek and still pay overtime after 40 hours. This is 
especially true of transit companies operating in the smaller cities and in the 
suburban areas of our larger cities, which now face financial and other problems 
of such a serious nature that in many cases their very existence is threatened. 
In fact, many small transit companies have completely abandoned operations 
during recent years, resulting not only in loss of service to the community, 
but loss of jobs for employees. In cases where a substitute service has subse- 
quently been provided either by the munic ip ality or a private company, service is 
generally operated on a greatly curtailed bs 

Forcing a 40-hour week for overtime purposes, in addition to higher wages 
if inequities result from raising the minimum, would create an unbearable situ- 
ation. Numerous smaller companies now have contracts which guarantee each 
week 6 days of work of 8 or more hours each day. Also several of the larger 
companies in the industry have found it impossible in collective bargaining to 
arrive at a 40-hour week due to operating conditions, indefiniteness of schedules 
(due to fluctuating demands) and desires of employees for higher take-home 
pay through a longer workweek. Imposition of a 40-hour week for overtime 
purposes could be borne only by 

(a) The employees, in the form of reduced working hours and a resultant 
eut in take-home pay, or 

(b) The public, in the form of increased rates of fare and of transit serv 
ice drastically curtailed or paralyzed by strikes, resulting from pay cuts 
and the collapse of present contracts, or 

(c) The companies and their owners, in the form of seriously impaired 
financial standing which in many cases could result in insolvency or bank- 
ruptey and great hardship to employees and the public at large 

The Secretary of Labor in his testimony before your committee on February 25, 
1957, said: 

The recommendation applies only to extending the scope of the minimum wage. 
It would not change existing exemptions from the overtime provision of the 
act. 

“For many of the enterprises (one of which is the employees of metropolitan 
transit systems)? which would be covered under my recommendation, the 
application of the overtime provisions to their employees presents peculiar and 
serious problems. The adjustment to both the minimum wage and the 40-hour 
week would be very difficult for many enterprises. Consequently, applying the 
overtime provision in this field requires very careful consideration.” 

At another place the Secretary said, ‘“* * * no change in existing exemptions 
from the overtime provisions is proposed ee 

These significant statements by the Secretary of Labor confirm our contention 
as to the absolute impracticability of legislatively imposing overtime provisions 
on the transit industry. He opposes, as we do, any change in the existing situa 
tion as to overtime. Continuing the exemption will afford time to try to accom- 
plish a 40-hour week by collective bargaining to the extent operating and local 

onditions permit. 

The desperate plight of many transit companies, particularly those operating 
in smaller cities, has already been made the subject of study by commissions 
appointed by the governors of several States, and in a considerable number of 
cases actual relief from burdensome and, in many instances, inequitable taxes, 


This insert ours but taken from p. 8 of the release of the Secretary of Labor's testimony 
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has been granted by both the States and municipalities. In fact, recognition was 
given to the problem by the 84th Congress last year, when it enacted Public Law 
757, granting a franchise to the District of Columbia Transit System, Inc. The 
attached booklet contains a summarization of Public Law 757, details concerning 
numerous examples of tax relief granted to local transit companies by State, 
county, and municipal governments, as well as a summary of actions taken by 
States and cities in appointing special commissions or committees to study and 
make recommendations concerning the local transit problem. 

In conclusion, we respectfully submit that sound and substantial progress to- 
ward the 40-hour week is being made through the process of collective bargaining 
as rapidly as local conditions in each situation will permit, and we urge that an 
opportunity to continue such progress be afforded by retaining in its present 
form the exemption covering local transit employees as set forth in section 13 
(a) (9) of the present act. 

EXxuIsitT A 


ANALYTICAL SUMMARY 
{Public Law 757, ch. 669, 84th Cong., 2d sess., S. 8073] 


Note.—This summary was prepared primarily to identify those sections of 
Public Law 757 which provide relief from taxes, imposts, and so forth. Such 
sections are supplemented by figures in brackets indicating the amount of such 
taxes paid by the predecessor Capital Transit Co. during the calendar year 
1955, or by other pertinent notations. 


AN ACT To grant a franchise to D. C. Transit System, Inc., and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, 


TITLe I 
PART 1. FRANCHISE PROVISIONS 


SECTION 1. (a) Specifies grantee of franchise, type of service permitted and 
operating area. Provides that the corporation is not exempt from any law 
or ordinance, rules or regulation of other governing authorities, State or 
local, or the Interstate Commerce Commission. 

(6) Wherever reference is made in this part to “D. C. Transit System, 
Ine.” or to the “corporation,” such reference shall include the successors and 
assigns of the D. C. Transit System, Inc. 

ic) As used in this part the term “franchise’’ means all the provisions 
of this part 1. 

Sec. 2. (a) Specifies term of franchise and reserves right of repeal for 
hnonuse. 

(0) Waiver of claim by corporation for any damages for loss of franchise 
for any reason other than nonuse. 

Sec. 3. Prohibits competitive service, except where necessary for con- 
venience of the public. 

Sec. 4. Provides that corporation operating as a private enterprise, within 
prescribed standards and rules of the Commission should be afforded an 
opportunity to such a return as to make it attractive as an investment to 
private investors, a return of at least 6% percent after all taxes, on either 
the system rate base or gross operating revenues would be reasonable. Com- 
mission to encourage and facilitate shifting to gross operating revenue base as 
promptly as possible, but not later than August 15, 1958, if conditions warrant. 
Declared legislative policy of continuing interest in welfare of corporation and 
its investors if they provide good public transportation system with reasonable 
rates, 

Sec. 5. Provides for initial schedule of rates and procedure for adjustments 
of future rates. 

Sec, 6. Authorizes and empowers corporation to engage in charter and sight- 
seeing services, 

Sec. 7. Provides for the conversion of rail lines to motor bus, the abandonment 
and removal of track and specifies term during which it should be accomplished. 


29827---5T-—pt, 1—+—§7 








870 FAIR LABOR STANDARDS ACT 


Sec, 8. (a) Amends the District of Columbia Code to exempt mass transit from 
the public utility taxes and taxes imposed on stock in trade. ($421,000 in 1955.) 

(b) (1) Exempts corporation from gross sales tax. 

(2) Exempts corporation from Use Tax Act. ($5,600 in 1955. ) 

(3) Exempts corporation from excise tax upon the issuance of titles to motor 
vehicles. (No new vehicles acquired in 1955.) 

(4) Exempts corporation from tax on tangible property (to same extent 
Capital Transit was so exempt). 

(5) Exempts corporation from bus mileage tax. (Capital Transit also granted 
exemption in 1955.) 

Sec. 9. (a) Provides that corporation shall not, after September 1, 1956, 
pay any part of the fuel tax under the District act requiring such tax. 

(b) This section: 

(1) Defines the basis of the term “614 percent rate of return.” 

(2) Provides for inclusion of all Federal income and District of Columbia 
franchise taxes (in determining net earnings) which would have been payable 
in the absence of writeoff in connection with retirement of street railway prop 
erty as contemplated in section 7. 

(c) As soon as practicable after the close of the fiscal year ending August 
31, 1957, and each subsequent fiscal vear, the Commission shall determine the 
extent, in whole or part, to which the corporation is liable for fuel tax. The 
abatement, if any, is amount of the taxes necessary to raise the corporation 
rate of return to 6% percent, if it is less than that after including the full 
amount of the fuel tax in operating expenses. ($348,400 in 1955—Note relief 
conditional.) 

(d) (e) Provides for collection penalties and interest charges on delinquent 
payment of motor fuel taxes as determined under section (c) 

(7) Authorizes Commissioners to issue certificates certifying corporation is 
exempt from payment of District of Columbia fuel tax act 

(g) (1) (2) Provides for the abatement in whole or in part of real-estate 
taxes if corporation net operating income in previous yeur Was insufficient, afte) 
giving effect to other tax relief, to afford it a 64% percent rate of return. This 
abatement of taxation is contingent upon the conversion to 100 percent bus 
operation or at such time as the Commission may find that such program has been 
substantially completed. ($126,000 in 1955—Note relief conditional. ) 

Sec. 10. (a) The corporation shall not be charged any part of the expense 
of removing, sanding, salting, treating, or handling snow on the streets of 
the District of Columbia, except that the corporation shall sweep snow from 
the streetcar tracks at its own expense so long as such tracks are in use by the 
corporation. (Capital Transit also granted this exemption. ) 

(b) Eliminates from the District of Columbia Code the provision requiring 
transit companies to keep their track clear of snow and ice, including an area 
2 feet exterior to track. (Capital Transit also granted this exemption. ) 

Sec. 11. Permits merger or consolidation with other transit companies it 
Washington metropolitan area, subject to approval of the Commission. 

Sec. 12. By act of Congress, functions of the Commission may be transferred 
to another agency. 

Sec. 13. (a) Authorizes corporation to issue securities with respect to acquisi 
tion of assets of Capital Transit, stipulates interest rate shall not exceed 5 percent, 
and aggregate principal shall not exceed cost of acquiring such assets. 

(b) through (e). Exempts the corporation securities’ transaction in the acqui- 
sition of the assets of the Capital Transit Co. from approval normally required 
under : 

(1) Interstate Commerce Act 
(2) Any District of Columbia agency or commission 
(3) Securities Act of 1933. 

Exempts air carriers from the Civil Aeronautics Act of 1938 and the cor 
poration from the Interstate Commerce Commission Act requirements of approval 
before they may have or retain stockholders with controlling interest, officers 
and directors who serve in similar capacities with air carriers and the cor 
poration which is engaged in mass transportation in the Washington metropolitan 
area. Also grants similar exemptions to persons under identical circumstances. 

Sec. 14. Specifies that the corporation becomes subject to and responsible 
for all liabilities of the Capital Transit Co. except those of dissenting stock 
holders for the fair value of stock. Provides that no legal action shall be abated 
in consequence of the provisions of this section. Reserves for the corporation. 
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the right of substitution for Capital Transit Co. in any litigation at the discre- 
tion of the court, agency, or commission involved in the action. 
(Nore.—Title I, pt. 1 of Public Law No. 757 concludes with sec. 14; pt. 2 
starts with sec, 21.) 
PART 2. MISCELLANEOUS PROVISIONS 


Sec. 21. Repeals the charter of the Capital Transit Co. Prohibits it from 
engaging in public transportation of passengers in the Washington metropolitan 
area. Permits its continued corporate existence. 

Sec. 22. Fixes August 14, 1956, as the terminal date for the franchise of the 
Capital Transit Co. Failure of the corporation to acquire assets of the Capital 
Transit Co. by that date does not relieve it (the company) of any obligation 
to remove from the streets and highways at its own expense, all of its property 
and facilities and the restoration of such highways in accordance with previous 
agreements. Company is relieved of this responsibility upon the taking effect 
of part 1 of this title. 

Sec. 23. The powers and jurisdiction of the Public Utilities Commission of the 
District of Columbia with respect to Capital Transit Co. shall cease and be 
at an end upon the taking effect of part 1 of this title. 

(Nore.—Title I, pt. 2 of Public Law No. 757 concludes with see. 28. Title II 
starts with sec. 201.) 


Tittz Ii 


Section 201. Specifies the effective dates of part 1 and of title I of this act 

Section 202. Allows the substitution of an alternate corporation if the corpora 
tion has not acquired the assets of the Capital Transit Co. 

Section 205. In the event that part 1 of title I does not take effect on August 
15, 1956. the Commissioners of the District of Columbia may authorize such 
mass transportation, under contractual agreements, and until such date as may 
be necessary for the convenience of the public under rates, terms, and regulation 
recommended by the Public Utilities Commission and approved by the Com- 
missioners of the District of Columbia. 

(Nore.—A memorandum showing the individual votes of Members of the United 
States Senate on Public Law 757 is available on request to association head- 
quarters. The bill was passed in the House by a voice vote and consequently 
there syvas no record of individual votes by the Representatives. ) 


Exuisir B 


Relicf from taxes and imposts granted to local transit companies by State 
(Province) and local authorities, arranged chronologically 


INDEX 
Number of Pages, Number of Pages, 
Year elief exhibit B Year relief exhibit B 
actions actions ! 
1947 ) S71 1953 37 S75 
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144 4 872 1955 44 879 
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1951 6 S73 1957 (Incomplete 2 R85 
1952 17 874 
Relief actions affecting more than one tax or impost by a single action of a city or State. have beer 
counted u ¢parate items for this statistical analysi Attention is called to the fact that many Stat 
legislatures are in session only every other year under normal procedure, with the even-numbered vears 
predominantly the off years 


RELIEF Frow TAXES AND IMPOSTS GRANTED 
1947 


Vetropolitan Transit Authority, Boston 

Metropolitan Transit Authority was created on August 29, 1947, by chapter 
o44, Massachusetts Acts of 1947. 

Statewide bus registration fees: Bus registration fees were reduced to $3 per 
bus, after August 29, 1947 (ch. 544, Mass. Acts of 1947) 
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Local tax reduction in cities and towns, personal property taxes and motor 
vehicle excise taxes: MTA became exempt from personal property taxes after 
1947 (ch. 544, Mass. Acts of 1947). MTA became exempt from motor vehicle 
excise taxes after August 29, 1947 (ch. 544, Mass. Acts of 1947). 

(Source: MTA’s reply to data sheet No. 602, received March 16, 1953.) 


1948 


Triboro Coach Corp., Woodside, N. Y. 

Gross receipts tax: reduced from 7 to 5 percent in 1948. See, Privately owned 
bus companies in New York City, under year 1950. 

Portland Traction Co. 

Gross receipts tax: City of Portland repealed a 2-percent gross revenue tax 
on April 11, 1948. 

(Source: Company’s reply to ATA data sheet No. 602, received March 3, 19538.) 

Occupational tax: The Company was relieved of this tax by the city from 
April 1, 1948, and tax was permanently suspended until further notice from 
January 1, 1949. 

(Source: Company’s reply to ATA data sheet No. 611 received December 13, 
1955. ) 

1949 
Chicago Transit Authority 

State tax reduction, vehicle registration fees: In 1949 all State vehicle regis- 
tration fees and liceuse plates reduced from regular rates to $2 per vehicle. 

(Source: CTA’s reply to data sheet No. 602 received March 3, 1953.) 
Metropolitan Transit Authority, Boston 

State tax reduction, permit for new buses: MTA became exempt from bus 
permit of $10 for each new bus placed in service, payable to department of public 
utilities, after August 3, 1949 (ch. 572, Mass. Acts of 1949). 

Local tax reduction in cities and towns, real estate taxes, and license fees for 
new bus routes: MTA became exempt from real estate taxes after 1949 (ch. 572, 
Mass. Acts of 1949). MTA became exempt from license fees for new bus routes 
after August 3, 1949 (ch. 572, Mass. Acts of 1949). 

(Source: MTA’s reply to data sheet No. 602, received March 16, 1953. 


1950 

Ohio 

Statewide grss receipts tax: The Ohio Supreme Court ruled that a “street 
railway company” not operating on rails was a corporation and not a public 
utility. As a consequence, the Ohio excise tax of 1.2 percent of gross revenue does 
not apply to companies operating trolley coaches or buses in the various cities, 
Certificates of abatement were issued refunding taxes paid from 1947 to 1950 
inclusive. 

(Source: Various companies operating in the State, 1953.) 
Tennessee 

Statewide real and personal property: The State real and personal property 
tax of $8 per $100 of assessed value was discontinued by the State legislature 
as of January 1, 1950. 

(Source: Knoxville Transit Lines’ reply to data sheet No. 602, received 


oy 


February 27, 1953.) 
Privately owned bus companies in New York City 

Franchise payments: The New York State legislature, on March 25, 1950, 
passed a measure giving the city of New York full authority over the rates of 
fare charged by privately owned transit companies in that city. In subsequent 
vears the Board of Estimate of the City of New York, an elective body having 
jurisdiction over franchises within the city, has amended the franchise payments 
exacted from franchised transit companies within the city. 
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oe 
| Franchise payments as adjusted by resolution of the New York 

| Payments City Board of Estimate (actual rates paid after return of 

} asre- moneys held in escrow) 

quired in 

| franchise | 








as origi- | | From | From | From From | From 
Company name |} nally | From July 1,| Apr. 27, | July 1, Dec. 2, | Jan. 1, | Jan. 1, 
| granted |} 1952to Apr. | 1953 to 1953 to 1953 to 1954 to | 1955 to 
| | 26, 195< | June 30, | Dee. 1, Dec. 31, | Dec. 31,| Dec. 31, 
1953 | 1953 | 1953 | 1954 | 1955 
ean lial ncheipiceall . sisluiinaartcniegal hati citleieliihad laine 
| Percent 
ent - pee iene eemeieatdaei eeprom a ee ce 
Avenue B and East Broadway 10 10 3 | 3 4 of 1 4) 2 
Transit Co., Inc | } 
Fifth Avenue Coach Co.!_- 5 5 144 1% 4 of 1 2 2 
Green Bus Lines, Inc 7 | 6 6 | 24 | 3leofl |} 7 7 
Jamaica Buses, Inc A 5 % | 3 lo of 1 5 ) 
New York Omnibus Corp 3-8-10 | 44%-9144-114 1-6-8 1-6-8 lg of 1 | 5 ) 
Queensboro Bridge Railway 5 5 | 2 5 14 of 1 | 45 2 
Co., Inc | ; | 
Queens- Nassau Transit Lines, 5 5 3 3 V4 of1 | 8 8 
In¢ | ; 
Steinway Omnibus Corp 5 5 11g 11g 16 of 1 | ae : 
Third Avenue ‘Transit Corp a) V4 of 1 4 of 1 16 of 1 le of 144 } 
Triboro Coach Corp. - 67 4 14 | 1% lo of 1 6 6 


1 Now New York City Omnibus Corp.-Fifth Avenue Coach Lines, effective Nov. 5, 1954. 

2 From July 23 to Dec. 16, 1953. 

From Dec. 17, 1953 

45 percent to Apr. 30, 1954; 2 percent from May 1, 1954. 

‘In January 1951, franchise payment was reduced from 5 to 24% percent. InfJanuary 1952, payment was 
further reduced to 42 of 1 percent. 

¢ In 1948, franchise payment was reduced from 7 to 5 percent. 


The Youngstown Municipal Railway Co. 

Gross receipts tax: The Ohio Supreme Court in December of 1950 put an end 
to the city of Youngstown’s attempt to levy a 3 percent tax against Youngstown 
Municipal Railway Co. trackless trolley gross receipts, ruling that the State 
already levies such a tax. The Supreme Court affirmed earlier rulings made by 
the Mahoning County Common Pleas Court and the Seventh District Court o1 
Appeals. (Source: P. T. December 15, 1950, p. 7.) 


1951 


Third Avenue Transit Corp., New York, N. Y. 

Gross receipts tax : Reduced from 5 percent to 244 percent in January 1951. See 
privately owned companies in New York City under year 1950. 

Metropolitan Transit Authority (Boston) 

Taxes in general: The tax law in Massachusetts which partially exempted 
the local taxes paid by the Metropolitan Transit Authority was amended effec- 
tive January 1, 1951, as follows: 

Section 14 (as amended by sec. 6 of Stat. 1949, ch. 572). The authority and 
all its real and personal property shall be exempt from taxation and from 
betterments and special assessments; and the authority shall not be required 
to pay any tax, excise or assessment to or for the Commonwealth or any of its 
political subdivisions; nor shall the authority be required to pay any fee or 
charge for any permit or license issued to it by the Commonwealth, by any 
department, board or officer thereof, or by any political subdivision of the 
Commonwealth, or by any department, board or officer of such political sub- 
division: and, so far as constitutionally permissible, the authority shall be 
exempt from tolls for the use of highways, bridges, and tunnels. The authority 
shall be required to pay fees, duties, excise or license taxes for the registration, 
operation or use of its vehicles on public highways and for fuels used for 
propelling such vehicles in the same manner and to the same extent as other 
political subdivisions of the Commonwealth pay such fees, duties, excise or 
license taxes. 

(Source: MT A’s reply to D. 8S. No. 602, received March 16, 1953.) 
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Kansas City Public Service Co., Kansas City, Mo. 

Franchise obligations: Committee substitute for ordinance No. 14526, adopted 
by city council January 22, 1951, authorized city to assume cost during the 
period commencing October 1, 1950, and terminating December 31, 1951, of 
certain franchise requirements heretofore imposed upon the company. The 
items included and the approximate cost for the year 1951 are as follows: 


Patimated 
cost year, 1951 


Salaries of street railway commissioner and assistants : $21, 200 
Paving as provided in the agreement__- 42, 700 
Sweeping snow and ice, sanding and cindering : 60, 000 
Street lights ; Z ‘ . 3, 288 
Bus zone markings ; ; 6, 000 

Total estimated normal cost for year 1951 133, 108 


The cost for the last quarter period of 1950 was paid ($18,085.37) by the city. 
(Source: Report of the street railway commissioner, December 1950 and year 
1950, pp. 10, 11.) 


Georgia 


Statewide specific tax: A State specific tax, amounting to $100 annually per 
bus on hand as of January 1 was repealed July 1, 1951. 

Fuel tax: Reduced from 7 cents to 6 cents per gallon; reduction applies to all 
purchasers or users of motor fuel. (Fuel tax reduction resulted from new State 
sales tax effective 1951.) 

(Source: Savannah Transit Co.’s reply to D. S. No. 602, received March 
18, 1953.) 

\ibuquerque Bus Co. 

License fee: License registration to State of $10 per coach seat plus $50 
minimum per coach was reduced by 50 percent. (Approved by State legislature 
July 1, 1951.) 

(Source: Company’s reply to D. S. No. 602, received March 5, 1953.) 


’ 


1952 
Geor a 
Statewide property tax: Reductions made in the property tax in 1952. (Re- 
duction resulted from new State sales tax effective 1951.) 
(Source: Savannah Transit Co.’s reply to D. S. No. 602, received March 


18. 1043 } 
Vichigan 

Statewide motor fuel tax: Companies operating passenger vehicles under a 
municipal franchise entitled to a refund of 114 cents per gallon on gasoline and 
1 cent per gallon on diesel fuel. While this relief was passed in 1952, partial 
refunding of such taxes paid during the calendar year 1951 was also provided, 
(Michigan public acts Nos. 11 and 12: 1952.) 


Rochester Transit Corp. 

License fees: In 1952, the Rochester city license on buses in regular service was 
reduced from $200 per bus annually to $50 per bus. The town of Irondequoit li- 
cense fee—fiat rate of $45 annually—was discontinued. 

Gross receipts tax: The county tax of three-tenths of 1 percent on gross earn- 
ings was replaced by a 2-percent sales tax. 

(Source: Company's reply to D. S. No. 602, received May 1, 1953.) 

Butte City Lines, Inc. 

Business license and bus loading zone fees: City of Butte business license at 
$50 per bus, and bus loading zone fees at $1,164, based on footage of curb, were 
waived effective January 1, 1952. (City ordinance No. 2125, April 2, loz 
City of Walkerville business license at $100 per year was waived eilective 
January 1, 1952 

(Source: Company’s reply to D. S. No. 602, received April 29, 1953.) 
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Kansas City Public Service Co., Kansas City, Mo. 

Snow removal: City council in January 1952 appropriated $60,000 in street 
maintenance funds to pay for removal of snow and ice and sanding and cinder- 
ing bus routes. 

(Source: Passenger transport, January 18, 1952.) 

Privately owned bus companies in New York City 

Gross receipts tax: Reductions effective in January 1952 and on July 1, 1952. 
See under year 1950. 

The Miami Beach Railway Co. 

Gross receipts tax: City discontinued all gross receipts tax (rate of 6 per- 
cent collected from the company, effective February 1, 1952, unless profits 
exceed 5 percent of rate base. 

(Source: Company’s letter dated January 29, 1952, and D. 8S. No. 602, received 
March 8, 1953. ) 


Albuquerque Bus Co. 

Occupation tax: Waived by the city in lieu of a 2-percent gross franchise tax 
provided in new franchise effective March 17, 1952. 

(Source: Company’s reply to D. S. No. 602, received March 3, 1953.) 
Cooperative Tranist Co. (Wheeling) 

Bridge tolls: Bridge tolls paid to the State of West Virginia for crossings on 


the Wheeling bridges were reduced on May 1, 1952, as follows: 


Bus under 40-passenger capacity : Cents 
Former rate , : : cieheacients b wale teil he Be Sate 30 
Rate on May 1, 1952 : pitas Lite ‘ 25 

Bus over 40-passenger capacity : 

Former rate j ‘ Like care 45 
Rate on May 1, 1952 wlatincis : = z bes ee 


No reduction was granted on the Steubenville bridge, which costs 40 cents and 
60 cents for same vehicles as above. 

(Source: Company's replies to A. T. A. data sheet Nos. 602 and 611 received 
March 5, 1953, and December 27, 1955, respectively. ) 
New York 

Statewide gross receipts tax: New York State utility tax on gross earnings of 
2 percent, which had been levied on revenues derived from school-bus transporta- 
tion under contract with board of education, including revenue from special 
charter-bus service to such school districts, was abrogated effective June 1952. 

(Source: A. T. A. data sheet No. 611 from Schenck Transportation Co., Inc., 
received December 7, 1955. ) 


Springfield (Ohio) City Lines, Ine. 


Gross receipts tax: Effective December 1952, franchise tax which had averaged 
about 2 percent per year on the gross passenger revenue (being 1 percent on the 


first $300,000 of annual gross receipts and 2.35 percent On the balance) was 
reduced to a straight 1-percent tax on gross passenger receipts. 

Snow removal: Company's obligation of removing ice and snow has been 
modified considerably. 

Source: Company's letters dated November 19, 1952, and November 12, 1953.) 


1953 

Massachusetts 

Statewide registration fees: In 1953, registration fees applicable to common 
carrier buses operating under a certificate, license, or permit from the depart- 
ment of public utilities under chapter 159A, general laws, were reduced from 
$1.50 to 50 cents per seat. 

(Source: Various replies to A. T. A. data sheet No. 611.) 
The Cincinnati Transit Co. 

ving: Permanently relieved of this obligation in 1953. 

Franchise tax: No longer is required to pay a franchise tax of $100 per year 
on operations through the village of Elmwood Place. 

(Source: Company’s letter dated November 13, 1953.) 
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Muskogee Electric Traction Co. 
Gross receipts tax: In 1953 franchise tax was reduced from 2 percent to one- 


half of 1 percent of gross revenue. 
(Source: Bus transportation, July 1953, p. 51.) 


Jackson (Mich.) City Lines, Inc. 

Gross receipts tax: Effective January 25, 1953, the gross receipts tax of 2 
percent on the first $400,000 of gross revenue and 1 percent on amounts in excess 
of $400,000 was reduced to 2 percent of gross only when the accumulative operat- 
ing ratio was no greater than 9314 percent. 

(Source: Letter from National City Lines, Inc., dated November 13, 1953. ) 


ITouston Transit Co. 

Gross-receipts tax: Houston City Council reduced gross-receipts tax from 3 
percent to 2 percent effective January 30, 1953, a saving of about $100,000 a year 
for the company. 

(Source: Passenger Transport, November 14, 1952, and company’s reply to 
D. S. No. 602, received March 17, 1953.) 

Greater Lafayette Bus Co., Inc. 

Franchise tax: Cities of West Lafayette and Lafayette reduced franchise cost 
of $25 per regularly scheduled bus to a $1 token franchise cost. (Ordnance effec- 
tive March 16, 1953. 

(Source: Company’s reply to A. T. A. data sheet No. 611 received December 
5, 1955.) 

Gary Railways, Inc. 

License fee: In lieu of a flat license fee of $70 per bus, the city of Gary imposed 
a revenue tax of 134 percent on monthly intracity transportation revenue. 

(Source: Company’s reply to A. T, A. data sheet No. 602 received March 30, 
1953. ) 

Privately owned companies in New York City 

Gross-receipts tax: Reductions effective April 27, 1953, July 1, 1953, and 
December 2, 1958. See under year 1950. 

Greater Winnipeg Transit Commission 

Gross revenue tax: On May 31, 1953, property passed froin private ownership 
to public ownership and a 5-percent gross revenue tax in Winnipeg was replaced 
by a seat-mile tax of one-thirtieth of a cent per mile operated. 

(Source: Company’s reply to A. T. A. data sheet No. 611 received December 
9, 1955.) 


Cooperative Transit Co. (Wheeling) 

sridge tolls: Bridge tolls of 25 cents for buses under 40-passenger capacity 
and 30 cents for buses over 40-passenger capacity paid to the State of West 
Virginia for crossings on the Wheeling bridges were eliminated June 15, 1953. 

(Source: Company’s replies to A. T. A. data sheets Nos. 602 and 611 received 
March 5, 1953, and December 27, 1955, respectively. ) 

Portland Traction Co. 

*aving: On June 24, 1953, company was relieved of its obligation to pay for 
paving over abandoned street railway track area and maintain the same area 
for 10-year period. 

Gross receipts tax: The company’s tax amounting to 5 percent of total revenue 
less certain taxes and imposts was reduced to 1 percent from and after July 1, 
1953. 

(Source: Company’s reply to A. T. A. data sheet No. 611 received December 

3, 1955.) 
Companies operating in Dayton 

Gross receipts tax on trolley coaches: The City Railway Co., the Dayton & 
Xenia Railway Co., the Oakwood Street Railway Co. Effective August 8, 1953, 
the companies’ franchise taxes applicable to trolley coach operations were reduced 
from 5 percent of gross revenue to 1 percent. 

(Source: The City Railway Co.’s reply to date sheet, No. 602 received November 
23, 1953.) 
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Jacksonville Coach Co. 

City utility tax: Company is no longer required to pay a city utility tax 
amounting to 10 percent on invoices of $500 or less and 5 percent on amounts 
over $500. 

(Source: Company letter dated August 24, 1953.) 

United Transit Co. (Providence) 

Snow removal: On August 21, 1953, company sent letters to the individual 
cities and towns in which it operates that it intended to discontinue the practice 
of plowing snow from the streets of the various communities during and after 
snowstorms which has been costing the company an average of $100,000 annually 
in the past 10 years. When the letters were released by the municipalities to 
the press it apparently was their acceptance of this notice. However, the city 
of Providence requested a conference with the company and the final agreement 
decided upon was that the UTC would immediately reduce its plowing schedule 
by one-half so that for the 1953-54 snow season the company reduced its plowing 
schedule from 70 miles of road to 35 miles; that in the 1954-55 season the company 
would again reduce the mileage, this time from 35 road miles to 17 miles and 
that at the completion of the snow year about March 15, 1955, the company 
would no longer be responsible for any snowplowing and sanding work. 


Springfield (Ohio) City Lines, Inc. 

Gross receipts tax: 1 percent tax on gross passenger receipts was reduced to 
six-tenths of 1 percent effective December 1, 1953. 

(Source: Company’s letter dated November 12, 1953.) 

Income tax: Company was exempted from paying city income tax of 1 percent 
of net income (effective date not reported). 

(Source: Company reply to A. T. A. data sheet No. 611 received December 1, 
1955. ) 
Lincolm City Lines, Inc. 

Occupation tax: 2 percent city occupation tax waived. (Effective date not indi- 
cated. ) 

Source: Letter from National City Lines, Ine. dated November 13, 1953. 


San Jose City Lines, Ine. 

Gross receipts tax: A gross receipts tax was reduced from 2 percent to 1 per- 
cent. (Effective date not indicated. ) 

(Source: Letter from National City Lines, Inc. dated November 13, 1953.) 


Stockton City Lines, Inc. 

Gross receipts tax: Gross receipts tax was reduced from 1 percent of all 
revenues to 1 percent of revenues derived from operations within the city. 
(Effective date not indicated.) 

(Source: Letter from National City Lines, Inc. dated November 13, 1953.) 


Tulsa City Lines, Inc. 

Gross receipts tax: Gross receipts tax reduced from 4 percent to 2 percent. 
(Effective date not indicated.) 

(Source: Letter from National City Lines, Inc. dated November 13, 1953.) 


1954 


Georgia Power Co. (Rome, Ga.) 

Gross receipts tax: Municipal gross receipts tax was discontinued during 1954. 

(Source: Company’s reply to ATA data sheet No. 611 received December 9, 
1955. ) 
West Virginia 

Statewide seat-mile tax and registration fees: State law permitting some 
bus companies to pay city taxes in lieu of the State-imposed seat-mile tax and 
registration fees was upheld in 1954 by Circuit Judge Frank L. Taylor, who 
stressed that city franchise ordinances are invalid which fail to stipulate that the 
money collected be used for street maintenance. About 10 bus companies in the 
State were affected by the ruling. 

(Source: Passenger Transport September 3, 1954.) 
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Milwaukee & Suburban Transport Corp. 

Paving: In 1954 and 1955 the company was relieved of all track removal and 
repaving obligations in connection with two streetcar conversions. 

(Source: Company’s reply to ATA data sheet No. 611 received January 9, 
1956. ) 
Privately owned companies in New York City 

Gross receipts tax: Adjustments effective January 1, 1954, and May 1, 195 
See under year 1950. 


. 


Santa Barbara Motor Coach Co. 

Gross receipts tax: Effective in February 1954 franchise requirement of 1 
percent of revenue from fares was eliminated. 

(Source: Company’s reply to ATA data sheet No. 611 received December §, 
1955.) 

Capital Transit Co. 

Snow removal: District of Columbia commissioners agreed to reimburse Capi- 
tal Transit Co. for the cost of sand and chemicals, the hiring of supplemental 
equipment, and up to a specific cash amount in actual labor costs for snow 
emergency work. 

(Source: Passenger Transport February 19, 1954.) 

Jackson (AMich.) City Lines, Ine. 

Gross receipts tax: Effective July 1, 1954, the 2 percent gross receipts tax 
(paid only when accumulative operating ratio Was no greater than 93% percent) 
was replaced by a yearly license fee of $10 per bus for each bus in use or avail- 
able for use. 

(Source: Letter from National City Lines, Inc. dated March 24, 1954.) 
Kalamazoo City Lines, Inc. 

Gross receipts tax: Effective July 1, 1954, the 2 percent of gross tax was 
replaced by a yearly license fee of $10 per bus for each bus in use or available for 
use. 

(Source: Letter dated March 24, 1954, from National City Lines, Inc.) 
Pontiac City Lines, Inc 

Gross receipts tax: Effective July 1, 1954, the 2 percent of gross tax was 
replaced by a yearly license fee of $10 per bus for each bus in use or available 
for use. 

(Source: Letter dated March 24, 1954, from National City Lines, Ine 
Portsmouth Transit Co. 

Gross receipts tax: The company’s gross receipts tax was cut from 5 percent 
to 4 percent, effective July 1, 1954. 

(Source: Passenger Transport, April 30, 1954, and company letter dated 
October 20, 1955, and company’s reply to ATA data sheet No. 611, received 
January 25, 1956.) 


Dallas Railway & Terminal Co. 


Gross receipts tax: Effective July 7, 1954, company’s gross receipts tax (2 
percent on Fail and 4 percent on motorbus operations) was cut 50 percent 

(Source: Passenger Transport, July 9, 1954, pp. 1, 8, and company’s reply to 
ATA data sheet No. 611, received January 30, 1956.) 

Nueces Transportation Co. 

Gross receipts tax: New franchise granted in August 1954 allows company 
a 6-percent return on equity capital (capital stock plus earned surplus) before 
the 2-percent gross receipts tax becomes operative. Previously, the company 
had been required to pay the 2-percent tax irrespective of its net earnings 

(Source: Company’s letter dated August 30, 1954, and company’s reply to ATA 
data sheet No. 611, received January 9, 1956.) 

Spokane City Lines, Inc. 

Gross receipts tax and snow removal: 2 percent gross receipts tax eliminated 
October 6, 1954, to March 31, 1955. Company was also relieved of the responsi- 
bility of providing 6 to 8 snowplows and from 4 to 6 cinder trucks. 

(Source: Passenger Transport, October &, 1954, p. 1.) 
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Paducah Transit Corp. 

All city taxes and license fees: City commissioners in December 1954 granted 
American Transit Corp. a 10-year operating permit which waived all city taxes 
and license fees for 5 years. 

(Source: Passenger Transport, December 31, 1954.) 

The Miami Beach Railway Co. 

Gross receipts tax: Under a new 20-year franchise granted December 5, 1954, 
company pays 1 percent of gross receipts annually within the city of Miami 
Beach. Previously, a 6-percent gross receipts tax was in effect but was paid 
only when profits exceeded 5 percent of rate base. 

(Source: ATA data sheet No. 611 and company letter dated February 28, 1956.) 


1955 
California 

Statewide gross receipts tax: The earnings of a bus company operating just 
outside an incorporated city will be taxed on a mileage basis, with the 3-percent 
State tax applying only to the proportion outside the city. Previously, the earn- 
ings both within and outside the city were subject to the tax. (Senate bill 
1636 ; 1955.) 

State-Los Angeles area 

Gross receipts tax: Companies entering or crossing so-called islands created 
by annexations (communities within the external boundaries of the city but 
not a part thereof) were exempted from the 8-percent State tax on gross earn- 
ings. (Assembly bill 1217; 1955.) 

(Source : Copies of legislative bills on file with ATA. ) 

La Crosse Transit Co. 

City license fees : City bus license of $100 per year per bus licensed for operation 
eliminated for year 1955. (Passed by La Crosse City Council October 14, 1954.) 

(Source: La Crosse Tribune, October 15, 1954, and company’s reply to ATA 
data sheet No. 611 received December 5, 1955.) 

Chicago Transit Authority 

(State tax reduction) motor-fuel tax : Granted an exemption from paying about 
$1,300,000 a year in motor-fuel taxes. (House Bill 505, 1955.) 

(Source: Company letter dated August 10, 1955. ) 

Battle Creek Coach Co. 

Gross-receipts tax: Effective January 1955, annual city license fee per bus 
reduced to $10 in lieu of former franchise tax of 1 percent on first $200,000 reve- 
nue; 144 percent on next $50,000, and 2 percent on all additional revenues. 

(Source: Company’s reply to ATA data sheet No. 611 received March 5, 1956.) 
Privately owned companies in New York City 

Gross-receipts tax : Reducation effective January 1, 1955. See under year 1950. 
Triple Cities Traction Corp., Binghamton, N.Y. 

Franchise tax: Effective January 1, 1955, town of Union reduced local ordi- 
hance requirements from $500 to $225 annually. 

Effective March 1, 1955, city of Binghamton reduced local ordinance require- 
ments covering fees for buses operated ranging from $25 to $125 per bus to a 
uniform annual fee of $25 per bus in service. 

Effective June 1, 1955, village of Johnson City reduced local ordinance require- 
ments covering fees for buses operated ranging from $25 to $50 per bus to a 
uniform annual fee of $15 per bus in service. 

(Source: Company’s reply to ATA data sheet No. 611 received December §&, 
1955. ) 

Portsmouth Transit Co. 

Gross-receipts tax: The company’s gross-receipts tax was cut from 4 percent to 
3 percent effective January 1, 1955. 

(Source: Passenger Transport, April 30, 1954, and company letter dated 
October 20, 1955, and company’s reply to ATA data sheet No. 611 received January 
25, 1956. ) 
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Springfield (Iul.) Transportation Co. S 
Gross-receipts tax: Beginning January 1, 1955, and for the balance of the 
franchise period of 9 years, company will pay only a 2-percent gross-receipts tax to 
the city in lieu of the former 4-percent tax. 
(Source: Passenger Transport, July 15, 1955, p. 1, and company’s reply to ATA 
data sheet No. 611 received December 12, 1955. 


Wausau Transit Lines, Inc. 

License fees: A special city-license fee of $100 per unit per year was eliminated 
January 1, 1955. 

(Source: Company’s reply to ATA data sheet No. 611 received January 23, 
1956. ) 

Gadsden Transit, Inc. 

Gross-receipts tax: Effective January 1, 1955, city waived franchise require- 
ment of 3 percent of gross revenue derived from operations within city. 

(Source: Company’s reply to ATA data sheet No. 611 received March 9, 1956.) 
Tacoma Transit Co. 

Gross receipts tax: Effective January 1, 1955, company was granted a 1 per- 
cent reduction from 4 to 3 percent in gross earnings tax paid to the city of 
Tacoma. 

(Source: Company’s reply to ATA data sheet No. 6i1 received December 27, 
1955. ) 

Zanesville Rapid Transit Co., Ine. 

Flat franchise tax: On January 8, 1955, company was relieved of annual 
franchise payment to the city if earnings do not exceed $10,000. 

(Source: Company’s reply to ATA data sheet No. 611 received December 9, 
1955. ) 

City Bus Co., Oklahoma City 

Flat franchise tax: City Council agreed during February 1955 to substitute 
a 2 percent levy on gross revenue in place of the $50,000 annual fee. The new 
fee, on the basis of 1954 revenue, is expected to amount to about $25,000. 

(Source: Passenger Transport February 25, 1955, p. 1.) 

Wichita Transportation Corp. 

Gross receipts tax: City Commission on February 1, 1955 forgave $33,671 in 
franchise tax owed the city for the last half of 1954. 

(Source: Clipping from “The Evening Eagle” February 1, 1955.) 

The City Commission approved an ordinance by which the company will pay 
no franchise tax until after it has first earned $90,000 net. If earnings should 
exceed this amount, company will pay 4 percent tax on any excess above $90,000. 
Zecause the State law makes it mandatory that company pay some franchise 
tax, it is paying a $10 license fee per vehicle per year to conform to the State 
law. 

(Source: Company letter June 24, 1955.) 


Klamath Bus Co. (Oreg.) 

Flat franchise tax: City council has relieved bus company of a $2,000 fran- 
chise tax payment. (Source: Passenger Transport February 25, 1955, p. 6.) 
Tennessee 

Statewide registration fees and inspection fees (interstate companies) : Inter- 
state bus companies operating through Tennessee relieved in March 1955 of pay- 
ing full registration fees for buses operating only a portion of their route in 
that State. Inspection fees also reduced from $2.50 to $1.25 a year per seat. 

Gross receipts tax: The gross receipts tax repealed by the 1955 session of 
the State legislature. 

(Source: Knoxville Transit Lines’ reply to ATA data sheet No. 611 received 
January 30, 1956.) 

Canada 

General excise tax: In April, 1955 Parliament relieved Canadian bus operators 
from paying a 10 percent excise tax on tires. 

Corporate income tax: Reductions of from 49 to 47 percent made in corpo- 
ration income taxes, effective July 1, 1955. 

(Source: BT May 1955, p. 117.) 
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Inter City Coach Line Co. 

City license fees: Effective April 1, 1955 annual city license fees were reduced 
from $100 per bus to $30. 

(Source: ATA data sheet No. 611 received February 28, 1956.) 


New York 

Statewide gross receipts tax: Cities and villages in New York State were 
given the right to exempt bus companies from paying the 1 percent utilities tax 
on gross receipts. (Chapter 844 of laws of 1955; Senate Bills Nos. 3133 and 
3119, April 29, 1955.) 


V'exas 

Statewide, intercity buses, license fees: In 1955, the annual license fees of 
intercity motor buses were set at 6714 cents per 100 pounds or fraction thereof 
for buses up to 6,000 pounds. Fees per 100 pounds or fraction thereof for 
heavier buses are as follows: 6,001 to 8,000 pounds, 70 cents; 8001 to 10,000 
pounds, 75 cents; 10,001 to 24,000 pounds, $1; 24,001 to 31,000 pounds, $1.25; 
and 31,000 pounds and up, $2. Previously, rates for interurban buses varied 
from $1.25 per 100 pounds for vehicles weighing 4,000 pounds or less to $4 
per 100 pounds for those over 28,000 pounds. 

(Source: Passenger Transport May 20, 1955, p. 4.) 

Motor fuel tax: The transit industry was exempted from a 1-cent-per- 
gallon increase in the State motor fuel tax under House Bill No. 660 passed in 
1955. Under the legislation the exemption is applicable to a transit company 
“(a) the greater portion of whose business is the transportation of persons 
within the limits of an incorporated city or town in conveyance designed to 
transport 12 or more pasengers; (b) which holds a franchise from such city 
or town; (c) whose rates are regulated by such city or town; and (d) which 
pays to such city or town a tax on its gross receipts.” 

(Source: Passenger Transport June 10, 1955, p. 1.) 


Denver Tramway Corp. 

Paving: The city of Denver relieved company of the responsibility of repair- 
ing streets damaged by transit vehicles and of any obligation to remove tracks 
and ties and repair streets. During the years 1954 and 1955 the city had an 
agreement with the company whereby the latter would pay up to $50,000 a year 
for street damage done by its vehicles. 

(Source: Passenger Transport, June 38, 1955, p. 1.) 


Wisconsin 

Statewide motor fuel taxes and municipal license fees: Effective June 15, 
1955, transit firms were exempted from State motor fuel taxes and municipal 
license fees and the charge for annual license fees was fixed at $1 per vehicle. 
Previously a graduate license fee based on weight of the vehicle was imposed. 

Net profits tax: A new tax applicable only to transit companies was estab- 
lished, effective July 1, 1955, which required them to pay to the State 50 percent 
of all net profits, after Federal income and excise taxes and after deduction of 
an 8 percent return on the depreciated cost of their operating property. When 
the 50 percent tax is paid to the State, the State retains 15 percent, the coun 
ties get 20 percent and the municipalities 65 percent. 

(Source: Passenger Transport June 24, 1955, p. 1.) 

North Carolina 

Statewide gross receipts tax: Effective July 1, 1955, motor carrier fees for 
common carriers (franchised bus cariers) were reduced from 6 percent to 3 
percent of gross receipts. 

(Source: ATA data sheet No. 611 received March 7, 1956 from White Trans- 
portation. ) 

City Lines of West Virginia, Inc. 

Franchise tax: The city of Parkersburg, set a fee for operation of routes within 
the city of one-half cent per bus mile instead of one-third cent per passenger 
seat-mile as provided by State statutes (effective July 1, 1955). 

(Source: Company’s reply to ATA data sheet No. 611 received December 7, 
1955. ) 
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Des Moines Transit Co. 

Gross receipts tax: City council relieved company of paying 2% percent gross 
revenue tax from July 4 to December 31, 1955. 

(Source: Passenger Transport, August 5, 1955, p. 1.) 

The council agreed to waive a 144-percent gross revenue tax against the trolley 
bus lines. 

(Source: Passenger Transport, August 19, 1955, p. 2.) 

In April 1955 the Polk County Board of Supervisors suspended the 2°4 percent 
gross revenue tax for 1 year from April 21, 1955 to April 21, 1956 inclusive. 

(Source: Company’s reply to ATA data sheet No. 611 received January 20, 
1956. ) 


Browning Bus Line Co. (New Castle, Ind.) 


License fees: City council reduced bus license fees from $75 to $15 per bus. 
(Source: Passenger Transport, July 22, 1955, p. 7.) 


ilbuquerque (N. Mex.) Bus Co. 


Gross receipts tax: A franchise tax of 2 percent of the gross operating revenue 
was temporarily suspended by resolution of the city commission on July 26, 1955, 
amending the Albuquerque Municipal Code No. 776, paragraph 13, subpara- 
graph BE. 

(Source: Company’s reply to ATA data sheet No. 611 received March 7, 1956.) 


\ibuquerque Bus Co. 

Sales tax: Exempted from 1 percent city sales tax on all sules and services 
which city of Albuquerque levied May 1, 1955 

(Source: Company letter of August 1, 1955.) 


Towa 

State-Des Moines area gross receipts tax: The 1955 State legislature passed ian 
amendment providing that the city council could forgive such part of the 2% 
percent gross reyenue tax as it warranted. 

(Source: Passenger Transport, August 5, 1955, p. 1, and company’s reply to 
ATA data sheet No. 611 received January 20, 1956.) 


4 


Toronto Transit Commission 

Subsidy: The metropolitan council granted $2,500,000 to the Toronto Transit 
(Commission. 

(Source: Passenger Transport, September 16, 1955, p. 5.) 
Waco Transit Co. 

Gross receipts tax: Effective November 1, 1955, 2 percent gross receipts tax 
required under franchise was reduced to 1 percent. 

(Source: Company’s reply to ATA data sheet No. 611 received December 6, 
1955.) 
Wiami Transit Co 

Gross receipts tax: New franchise makes mandatory franchise payments up to 
> percent of gross receipts only if Company earns up to 7 percent return on its 
rate base after the determination of Federal income taxes on the year’s earnings 
and all other taxes. If a 7 percent return on its rate base does not amount to at 
least $150,000 after such taxes, then company shall have the right and privilege 
of receiving up to 314 percent of its gross operating revenues to reach a maximum 
earning of $150,000 after such taxes. 

(Ordinance No. 5472; November 18, 1955.) 


Pittsburgh Railways Co. 

Inspection charges and bridge rentals: On December 12, 1955, city of Pittsburgh 
relieved company from payment of charges theretofore made for pole and wire 
inspection, street cleaning, bridge rentals, and similar franchise contract and 
ordinance charges for a period including the last quarter of 1955 and annually 
thereafter until the suspension and waiver thereof are revoked by the cit) 

By action of the Board of Commissioners of Allegheny County taken on De 
cember 6, 1955, company was relieved from the payment of bridge rentals due 
the county for the calendar year 1956 and thereafter from year to year until 
reinstated by the county. 

(Source: Company’s reply to ATA data sheet No. 611 received February 1, 
1956. ) 
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Hempstead (N. Y.) Bus Co. (and four other local companies ) 

Gross receipts tax: Local law No. 4 of 1955, adopted December 20, 1955, 
exempts persons engaged in the omnibus corporation business from paying the 
village 1 percent tax on gross receipts. 


Greater Winnipeg Transit Commission 

Fixed assessment tax: City council voted to eliminate the fixed assessment 
tax which brought $81,000 to the city. 

(Source: Passenger Transport, December 30, 1955, p. 5.) 


1956 


Avenue B and East Broadway Transit Co., Inc. 

Gross receipts tax: Effective January 1, 1956, the board of estimate reduced 
franchise payment from 2 percent to one-half of 1 percent. 

(Source: New York City Board of Estimate approved December 29, 1955.) 


Jamaica Buses, Inc. 

Gross receipts tax: Effective January 1, 1956, New York City franchise tax 
will be 4 percent instead of 5 percent. 

(Source: Company's reply to ATA data sheet No. 611 received February 9, 
1956. ) 

New York City Omnibus Corp. 

Gross receipts tax: Effective January 1, 1956, the board of estimate reduced 
from 5 to 3 percent the franchise on gross receipts of the corporation, except 
on the corporation’s Fifth Avenue Coach Lines, where the franchise tax remains 
at 2 percent. 

(Source: Company’s reply to ATA data sheet No. 611 received February 3, 
1956 ’ 

Third Avenue Transit Corp., New York 

Gross receipts tax: Effective January 1, 1956, the board of estimate reduced 
franchise payment from 3 to 2 percent. 

(Source: New York City Board of Estimate resolution, approved December 29, 
1955. ) 

Triple Cities Traction Corp. (Binghamton, N. Y.) 

Gross receipts tax: Effective January 1, 1956, city of Binghamton will elimi- 
nate the 1 percent gross revenue tax. 

(Source: Company’s reply to ATA data sheet No. 611 received December 8 
1955. ) 


Virginia 

Statewide gross receipts tax and valuation tax: Effective January 1, 1956, 
the State repealed both the 2.1 percent State franchise tax and the two-tenths 
of 1 percent valuation tax on gross revenue derived from operation within a 
city or town. 

(Source: ATA data sheet No. 611 submitted by the Virginia Transit Co., 
January 18, 1956.) 
Brandon Transit, Ltd. (Manitoba) 

Subsidy: City council agreed to continue to subsidize the franchise holder 


for losses not exceeding $6,000 on operations for the next 5 months. 
(Source: Bus & Truck Transport, February 1956, p. 102. ) 


Houston Transit Co. 


) 


Gross receipt tax: City of Houston 2 percent gross receipts tax reduced to 
1 percent effective February 3, 1956. 

(Source: Company’s reply to ATA data sheet No, 611 received March 1, i956, 
and Passenger Transport, January 13, 1956, p. 1.) 
New York 

Statewide gross receipts tax: Omnibus companies in New York were exempted 
from the 2 percent State tax on the first $125,000 of gross receipts in each quarte1 


year period. (Maximum $500,000 annually.) (Senate bill No. 3776, February 
29, 1956. ) 
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Public Utilities Commission, Brantford 

Subsidy: The city council will underwrite the costs of continued operation 
for Sundays and evening service until a committee has investigated all phases 
of the transportation question. 

(Source: Bus and Truck Transport, March 1956, p. 116.) 

Greer Transportation Co., Ltd., Barrie, Ont. 

Subsidy : Bus service will continue in Barrie for at least another 4 months dur- 
ing which the company will receive 45 cents for each mile the buses are operated 
in the town, and the town will be credited with al! fares collected. 

(Source: Bus and Truck Transport, March 1956, p. 118. ) 

Galveston Transit Co. 

Gross receipts tax: City council in March 1956 reduced the gross receipts tax 
from 2 percent to two-tenths of 1 percent. 

(Source: Passenger Transport, March 30, 1956, p. 1.) 

Monroe (Mich.) City Lines 

License fees: City commission reduced license fees for buses from $40 to $20 
per vehicle. 

(Source: Passenger Transport, March 23, 1956, p. 3.) 

Gary Railways, Inc. 

Gross receipts tax: Company has discontinued the payment of the 13% percent 
revenue tax on intracity passenger revenue. City of Gary has filed suit for its 
continuance. 

(Source : Company letter dated March 26, 1956.) 

Moose Jaw (Saskatchewan) Transportation Co. 

Subsidy: The city has agreed to increase its subsidy from $24,000 to $28,000 
to keep the transit system operating for another year. 

(Source: Bus and Truck Transport, April 1956, p. 116.) 

City Bus Co. (Oklahoma City) 

Gross receipts tax: City council agreed to forego collection of the 2 percent 
tax on gross receipts. 

(Source: P. T., April 6, 1956, p. 1.) 

Newmarket (Ontario) bus lines 
Subsidy : Payment of a $60 subsidy was authorized recently by the town council. 
(Source: Buss and Truck Transport, May 1956, p. 134.) 

Federal tag relief 

Motor fuel tax and weight tax: Effective July 1, 1956, the Federal road bill 
exempted transit companies from paying the increase in the Federal motor fuel 
tax and the new weight tax on vehicles having a gross weight of 26,000 pounds 
or over if company derived 60 percent of its gross revenues from operations where 
the 10-percent Federal tax on transportation does not apply. 

(Source: Passenger Transport, June 29, 1956, p. 1.) 

Federal transportation tax: Effective September 1, 1956, the Kean bill exempted 
all one-way transportation fares of 60 cents or less from the 10 percent Federa! 
tax on persons. This tax was previously applicable to all fares in excess of 
35 cents. 

(Source: Passenger Transport, August 10, 1956, p. 1.) 

Hudson & Manhattan Railway Co. (New Jersey) 

Agreements giving the Hudson & Manhattan Railway Co. a tax reduction of 
nearly $270,000 a year were signed July 19, 1956, in Jersey City. 

(Source: Passenger Transport, July 27, 1956, p. 1.) 

D. C. Transit System, Inc. (Washington, D. C.)—formerly Capital Transit Co. 

Gross receipts tax: The new company has been freed entirely from a 2-per- 
cent gross receipts levy that cost the old Capital Transit Co. $421,001 in 1955. 
(Publie Law 757.) 

Motor vehicle fuel tax: Public Law 757 provides that the transit company 
will not have to pay the District of Columbia tax on motor vehicle fuel, if it is 
unable otherwise to earn, after income taxes, a 614 percent return on its rate 
base or 6144 percent return on gross operating revenues, if the operating ratio 
method is being used to fix the rates of the company. (Public Law 757 calls 
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for a shift to the operating ratio method of ratemaking “as promptly as possible 
and as conditions warrant; and if conditions warrant, not later than August 15, 
1958.") (In 1954, the District motor-vehicle fuel tax cost Capital Transit 
$395,392 and in 1955 the figure was $348,416. ) 

Real-estate tax: After D. C. Transit System has fully converted to an all-bus 
operation, the company, under Public Law 757, no longer will be subject to real 
estate taxes, if it is unable to otherwise earn a 6% percent return. (Capital 
Transit Co. paid $127,751 in real-estate taxes for 1954 and $126,036 for 1955.) 

(Source: Passenger Transport, August 31, 1956, p. 1.) 


Portsmouth (Va.) Transit Co. 

Gross receipts tax: Tax relief was tentatively granted by city council which 
reduced the present 3 percent gross-receipts tax to 14% percent effective Septem- 
ber 1, 1956. 

(Source: Passenger Transport, August 17, 1956, p. 1.) 

Tulsa (Okla.) City Lines, Inc. 

Gross receipts tax: City council reduced the gross receipts tax from 2 to 1 
percent effective October 21, 1956. This is the minimum under the statutes of 
Oklahoma. 

(Source: Letter from Mr. K. E. Totten, vice president, National City Lines, 
dated October 25, 1956. ) 


Omaha (Nebr.) Transit Co. 

Occupation tax: On November 27, 1956 city council eliminated the 15, per- 
cent occupation tax 

Snow removal: On November 27, 1956, company was relieved of this obli- 
gation. 

(Source: Moody's, December 4, 1956, p. 1781.) 

D.C. Transit System (Washington) 

Snow removal: The District has agreed to pay the company a flat fee of $3,500 
for using its 15 giant trucks and to pay the company $15 an hour for each unit 
used during snow-removal work for abrasive spreading or plowing on a “porta! 
to portal” basis, for the first 100 hours of work. The rate will drop to $10 an 
hour per unit thereafter. 

The contract states that the District will buy all materials. (Last year, 
materials used by the old Capital Transit Co. cost $6,900. ) 

(Source: Passenger Transport, December 28, 1956, p. 1.) 

Huntsville Transit, Inc. 

Motor-fuel tax: County of Madison reduced gasoline tax from 8 cents to 1.5 
cents per gallon purchased. (Effective date not reported. ) 

(Source: Company’s reply to ATA data sheet No, 611 received March 9, 1956.) 
Seattle (Wash.) Transit System 

Utility tax: City council’s 1957 budget report calls for elimination of a 2- 
percent utility tax, which has netted the city about $225,000 a year, and the 
imposing of a “revised flat charge’’ for services provided the transit system by 
other city departments. Estimated to save STS $100,000 annually. 

(Source: Passenger Transport, September 21, 1956, p. 4.) 


Fort Wayne Transit, Inc. 

Snow removal: City has agreed to reimburse company for all labor costs, all 
sand, chemicals and trucks used in snow removal. 

(Source: Agreement signed January 8, 1957.) 
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EXHIBIT C 
RELIEF FRoM TAXES AND IMPOSTS 
BRIDGE TOLLS AND RENTALS 
Cooperative Transit Co. (Wheeling) 


sridge tolls paid to the State of West Virginia for crossings on the Wheeling 
bridges were reduced on May 1, 1952, as follows: 


Bus under 40-passenger capacity : Cents 
RU a ermntipen nd a eee : : suou. a 
Rate on May 1, 1952______-__-_- mp s 5 25 


Bus over 40-passenger capacity : 
Former rate____- oe 5 : : aide a 
Rate on May 1, 1952___~_- : es 30 


No reduction was granted on the Steubenville Bridge, which costs 40 cents and 
60 cents for same vehicles as above. 

(Source: Company’s replies to ATA data sheet Nos. 602 and 611 received 
March 5, 1953, and December 27, 1955, respectively. ) 

Bridge tolls of 25 cents for buses under 40-passenger capacity and 30 cents for 
buses over 40-passenger capacity paid to the State of West Virginia for crossings 
on the Wheeling bridges were eliminated June 15, 1953. 

(Source: Company’s replies to ATA data sheet Nos. 602 and 611 received 
March 5, 1953, and December 27, 1955, respectively. ) 

Pittsburgh Railways Co. 

$y action of the Board of Commissioners of Allegheny County taken on Decem- 
ber 6, 1955, company was relieved from the payment of bridge rentals due the 
county for the calendar year 1956 and thereafter from year to year until 
reinstated by the county. 

(Source: Company’s reply to ATA data sheet No. 611 received February 
1, 1956.) 

EXCISE TAX 


Metropolitan Transit Authority, Boston 
(Local tax reduction in cities and towns) MTA became exempt from motor 
vehicle excise taxes after August 20, 1947 (ch. 544, Massachusetts Act of 1947). 
(Source: MTA’s reply to data sheet No. 602, received March 16, 1953.) 


Canada-General 

In April 1955 Parliament relieved Canadian bus operators from paying a 
10-percent excise tax on tires. 

(Source: BT May 1955, p. 117.) 


FRANCHISE TAX 


Kansas City Public Service Co., Kansas City, Mo. 

Committee substitute for ordnance No. 14526, adopted by city council January 
22, 1951, authorized city to assume cost during the period commencing October 1, 
1950, and terminating December 31, 1951, of certain franchise requirements here- 
tofore imposed upon the company. The items included and the approximate cost 


for the year 1951 are as follows: 
Fatimated 
cost, year 1951 


Salaries of street railway commissioner and assistants p21, 200 
Paving as provided in the agreement 42, TOO 
Sweeping snow and ice, sanding, and cindering 60, OOO 
Street lights__- 3, 288 
Bus zone markings ; 6, 000 

Total estimated normal cost for year 1951 133, 108 


The cost for the last quarter period of 1950 was paid ($18,085.57) by the city. 
(Source: Report of the street railway commissioner, December 1950 and year 
1950, pp. 10, 11.) 
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The Cincinnati Transit Co. 

No longer is required to pay a franchise tax of $100 per year on operations 
through the village of Elmwood Place. 

(Source: Company’s letter dated November 13, 1953.) 

Greater Lafayette Bus Co., Ine. 

Cities of West Lafayette and Lafayette reduced franchise cost of $25 per 
regularly scheduled bus to a $1 token franchise cost. (Ordinance effective 
March 16, 1953. 

(Source: Company’s reply to ATA data sheet No. 611 received December 5, 
1955. ) 

Triple Cities Traction Corp., Binghamton, N. Y. 

Effective January 1, 1955: Town of Union reduced local ordinance require- 
ments from $500 to $225 annually. 

Effective March 1, 1955: City of Binghamton reduced local ordinance require- 
ments covering fees for buses operated ranging from $25 to $125 per bus to a 
uniform annual fee of $25 per bus in service. 

Effective June 1, 1955: Village of Johnson City reduced local ordinance require 
ments covering fees for buses operated ranging from $25 to $50 per bus to a 
uniform annual fee of $15 per bus in service. 

(Source: Company’s reply to ATA data sheet No. 611 received December §, 
15h. ) 

Zanesville Rapid Transit Co., Ine. 

On January 8, 1955, company was relieved of annual franchise payment to 
the city if earnings do not exceed $10,000. 

(Source: Company’s reply to ATA data sheet No. 611 received December 9, 
19d5 ) 

City Bus Co., Oklahoma City 

City council agreed during February 1955 to substitute a 2-percent levy on 
gross revenue in place of the $50,000 annual fee. The new fee, on the basis of 
1954 revenue, is expected to amount to about $25,000. 

(Source: Passenger Transport, February 25, 1955, p. 1.) 


Klamath Bus Co. (Oregon) 


City council has relieved bus company of a $2,000 franchise tax payment. 
Source: Passenger transport, February 25, 1955, p. 6.) 


GROSS RECEIPTS TAX 
Portland Traction Co. 


City of Portland repealed a 2-percent gross revenue tax on April 11, 1948. 

(Source: Company’s reply to ATA data sheet No. 602, received March 3, 1953.) 
Ohio (statewide) 

The Ohio Supreme Court ruled that a “street railway company” not operating 
on rails was a corporation and not a publie utility. As a consequence, the Ohio 
excise tax of 1.2 percent of gross revenue does not apply to companies operating 
trolley coaches or buses in the various cities. Certificates of abatement were 
issued refunding taxes paid from 1947 to 1950 inclusive. 

(Source: Various companies operating in the State, 1953.) 

Privately owned bus companies in New York City 

The New York State Legislature, on March 23, 1950, passed a measure 
giving the city of New York full authority over the rates of fare charged by pri 
vately owned transit companies in that city. In subsequent years the Board of 
Hstimate of the City of New York, an elective body having jurisdiction over fran- 
chises within the city, has amended the franchise payments exacted from fran 
chised transit companies within the city. 
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Franchise payments as adjusted by resolution of the New York 
Payments City Board of Estimate (actual rates paid after return of 
| asre- moneys held in escrow) 
quired in 
franchise 





as origi- From From From | From | From 
Company name nally From July 1,| Apr. 27, July 1, Dec. 2, | Jan. 1, | Jan. 1 
granted 1952 to Apr 1953 to 1953 to 1953 to 1954 to | 1955 to 
26, 1953 June 30, | Dee. 1, Dec. 31, | Dec. 31,) Dec. 31, 
1953 | 1953 1953 | 1954 | 1956 
! 


Percent 


Avenue Broadway aud East 


Broadway Transit Co., Inc- - 10 10 3 3 4 of 1 4 2 
Fifth Avenue Coach Co.! 5 § 116 14 16 of 1 2 | 2 
Green Bus Lines, Inc- - --. 7 6 6 24 314 of 1 7 7 
Jamaica Buses, Inc 5 5 3 3 o of 1 5 5 
New York City Omnibus Corp 3-8—10 444-944-114) 1-4-8 1-§--8 6 of 1 5 5 
Queensboro Bridge Railway 

Co., Inc 5 5 2 5 16 of 1 45 | 2 
Queens-Nassau Transit Lines, | 

Inc ; . 3 3 6 of 1 8 
Steinway Omnibus Corp : 5 lig Lhe 6 of 1 | 45 2 
Third Avenue Transit Corp 5 l4 of 1 6 of 1 16 of 1 16 of 1 1} 5 
Triboro Coach Corp. -- 67 4 114 }! 14 of 1 th 6 

’ 

1 Now-New York City Omnibus Corp.-Fifth Avenue Coach Lines, effective Nov. 5, 1954, 

? From July 23 to Dec. 16, 1953. 

3 From Dec. 17, 1953. 

45 percent to Apr. 30, 1954; 2 percent from May 1, 1954 

$5 In January 1951, franchise payment was reduced from 5 to 242 percent, In January 1952 payment wa 


further reduced to 42 of 1 percent. 
6 In 1948, franchise payment was reduced from 7 to 5 percent, 


The Youngstown Municipal Railway Co. 

The Ohio Supreme Court in December of 1950 put an end to the city of Youngs- 
town’s attempt to levy a 3 percent tax against Youngstown Municipal Railway 
Co. trackless trolley gross receipts, ruling that the State already levies such a 
tax. The supreme court affirmed earlier rulings made by the Mahoning County 
common pleas court and the Seventh District Court of Appeals. 

(Source: Passenger Transport, December 15, 1950, p. 7.) 

Rochester Transit Corp. 

The county tax of three-tenths of 1 percent on gross earnings was replaced by 
a 2 percent sales tax. 

(Source: Company's reply to data sheet No. 602 received May 19, 1953.) 


The Miami Beach Railway Co. 

City discontinued all gross receipts tax (rate of 6 percent collected from the 
company, effective February 1, 1952, unless profits exceed 5 percent of rate base. 

(Source: Company’s letter dated January 29, 1952, and data sheet No. 6U2 
received March &, 1953.) 

New York (Statewide) 

New York State utility tax on gross earnings of 2 percent, which had been 
levied on revenues derived from school bus transportation under contract with 
board of education, including revenue from special charter bus service to such 
school districts, was abrogated effective June 1972. 

(Source: ATA data sheet No. 611 from Schenck Transportation Co., Inc., re- 
ceived December 7, 1955.) 

Springfield (Ohio) City Lines, Inc. 

Effective December 1952, franchise tax which had averaged about 2 percent 
per year on the gross passenger revenue (being 1 percent on the first $300,000 
of annual gross receipts and 2.35 percent on the balance) was reduced to a 
straight 1 percent tax on gross passenger receipts. 

(Source: Company’s letters dated November 19, 1952, and November 12, 1953.) 


Muskogee Electric Traction Co. 

In 1953 franchise tax was reduced from 2 percent to one-half of 1 percent of 
gross revenue. 

(Source: Bus Transportation, July 1953, p. 51.) 
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Jackson (Mich.) City Lines, Inc. 

Effective January 25, 1953, the gross receipts tax of 2 percent on the first 
$400,000 of gross revenue and 1 percent on amounts in excess of $400,000 was 
reduced to 2 percent of gross only when the accumulative operating ratio was no 
greater than 93% percent. 

(Source: Letter from National City Lines, Inc., dated November 13, 1953.) 


Houston Transit Co. 

Houston City Council reduced gross receipts tax from 3 percent to 2 percent 
effective January 30, 1953, a saving of about $100,000 a year for the company. 

(Source: Passenger Transport, November 14, 1952, and company’s reply to data 
sheet No. 602 received March 17, 1953.) 
Greater Winnipeg Transit Commission 

On May 31, 1953, property passed from private ownership to public ownership 
and a 5 percent gross revenue tax in Winnipeg was replaced by a seat-mile tax of 
one-thirtieth of a cent per mile operated. 

(Source: Company’s reply to ATA data sheet No. 611 received December 9, 
1955. ) 
Portland Traction Co. 

The company’s tax amounting to 5 percent of total revenue less certain taxes 
and imposts was reduced to 1 percent from and after July 1, 1953. 

(Source: Company’s reply to ATA data sheet No. 611 received December 13, 
1955. ) 
Companies Operating in Dayton 

Trolley coach operations: The City Railway Co., the Dayton & Xenia Railway 
Co., the Oakwood Street Railway Co. Effective August 8, 1953, the companies’ 
franchise taxes applicable to trolley coach operations were reduced from 5 percent 
of gross revenue to 1 percent. 

(Source: The City Railway Company’s reply to data sheet No. 602 received 
November 28, 1953.) 
Springfield (Ohio) City Lines, Ine. 

One percent tax on gross passenger receipts was reduced to 0.6 of 1 percent 
effective December 1, 1953. 

(Source: Compary’s letter dated November 12, 1953.) 
San Jose City Lines, Inc. 

A gross receipts tax was reduced from 2 percent to 1 percent. (Effective date 
not indicated. ) 

(Source: Letter from National City Lines, Inc., dated November 13, 1953.) 


Stockton City Lines, Inc. 
— 


Gross receipts tax was reduced from 1 percent of all revenues to 1 percent 
of revenues derived from operations within the city. (Effective date not in- 
dicated. ) 

(Source: Letter from National City Lines, Inc., dated November 13, 1953.) 


Tulsa City Lines, Inc. 

Gross receipts tax reduced from 4 percent to 2 percent. (Effective date not 
indicated. ) 

(Source: Letter fiom National City Lines, Inc., dated November 13, 1953.) 
Georgia Power Co, (Rome, Ga.) 

Municipal gross receipts tax was discontinued during 1954. 

(Source: Company’s reply to ATA data sheet No. 611 received December 9, 
19A5. 
Santa Barbara Motor Coach Co. 

Effective in February 1954, franchise requirement of 1 percent of revenue 
from fares was eliminated. 

(Source: Company’s reply to ATA data sheet No. 611 received December 8, 
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Jackson (Mich.) City Lines, Inc. 

Effective July 1, 1954. the 2 percent gross receipts tax (paid only when acecu- 
mulative operating ratio was not greater than 9314 percent) was replaced by a 
yearly license fee of $10 per bus for. each bus in use or available for use 

(Source: Letter from National City Lines, Inc., dated March 24, 1954 
Kalamazoo City Lines, Inc. 


Effective July 1, 1954, the 2 percent of gross tax was replaced by a yearly 


= 
li- 
cense fee of $10 per bus for each bus in use or available for use 
(Source: Letter, dated March 24, 1954, from National City Lines, Inc. ) 
Pontiac City Lincs, Inc. 
Effective July 1, 1954, the 2 percent of gross tax was replaced by a yearly ense 


fee of $10 ner bus for each bus in use or available for use. 

(Source : Letter, dated March 24, 1954, from National City Lines, In 
Portsmouth Transit Co. 

The company’s gress receipts tax was cut from 5 percent to 4 percent effective 
July 1, 1954. 

(Source: Passenger Transport, April 30, 1954, and company letter, dated Octo 


ber 20, 1955 and company’s reply to ATA data sheet No. 611 received January 25, 
1956. ) 


Dallas Railway & Terminal Co 

Effective July 7, 1954, company’s gross receipts tax (2 percent on rail and 4 
percent on motor bus operations) was cut 50 percent. 

(Source: Passenger Transport, July 9, 1954, pp. 1, 8, and company’s reply to 
ATA data sheet No. 611 received January 30, 1956.) 

Nueces Transportation Co. 

New franchise granted in August 1954, allows company a 6-percent return on 
equity capital (capital stock plus earned surplus) before the 2 percent gross 
receipts tax becomes operative. Previously, the company had been required to 
pay the 2 percent tax irrespective of its net earnings. 

(Source: Company’s letter, dated August 30, 1954 and company’s reply to ATA 
data sheet No. 611 received January 9, 1956.) 


Spokane City Lines, Inc. 


Two percent gross receipts tax eliminated October 6, 1954 to March 31, 1955 
(Source: Passenger Transport, October 8, 1954, p. 1.) 
The Miami Beach Railway Co. 

Under a new 20-year franchise granted December 5, 1954, company pays 1 
percent of gross receipts annually within the city of Miami Beach. Previously, 
a 6 percent gross receipts tax was in effect but was paid only when profits 
exceeded 5 percent of rate base. 

(Source: ATA data sheet No. 611 and company letter dated February 28, 1956.) 


California (statewide) 


The earnings of a bus company operating just outside an incorporated city 
will be taxed on a mileage basis, with the 3 percent State tax applying only to 
the proportion outside the city. Previously. the earnings both within and outside 
the city were subject to the tax. (Senate bill No. 1636; 1955.) 

State-Los Angeles area gross receipts tax: Companies entering or Crossing so 
called “islands” created by annexations (comunities within the external bound 
aries of the city but not a part thereof) were exempted from the 3 percent State 
tax on gross earnings. (Assembly bill 1217: 1955.) 

(Source: Copies of legislative bills on file with ATA.) 


Battle Creek Coach Company 


Effective January 1955, annual city license fee per bus reduced to $10 in lieu 
of former franchise tax of 1 percent on first $200,000 revenue; 1% pereent on 
next $50,000, and 2 percent on all additional revenues. 


(Source: Company’s reply to ATA data sheet No. 611 received March 5, 1956.) 
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Portsmouth Transit Co. 

The company’s gross receipts tax was cut from 4 percent to 3 percent effective 
January 1, 1995. 

(Source: Passenger Transport April 30. 1954, and company letter dated October 
90, 1955, and company’s reply to ATA data sheet No. 611 received January 25, 
1956. ) 

Springfield (1ul.) Transportation Co. 

seginning January 1, 1955, and for the balance of the franchise period of 9 
years, company will pay only a 2 percent gross receipts tax to the city in lieu 
of the former 4 percent tax. 

(Source: P. T. July 15, 1955, page 1 and company’s reply to ATA data sheet 
No. 611 received December 12, 1955.) 


Gadsden Transit, Inc. 

Effective January 1, 1955, city waived franchise requirement of 3 percent of 
gross revenue derived from operations within city. 

(Source: Company’s reply to ATA data sheet No. 611 received March 9, 1956.) 


Jacoma Transit Co. 

Effective January 1, 1955, company was granted a 1 percent reduction from 
4to3 percent in gross earnings tax paid to the city of Tacoma. 

(Source: Company's reply to ATA data sheet No. 611 received December 27, 
1955. ) 

Wichita Transportation Corporation 

City Commission on February 1, 1955, “forgave” $33,671 in franchise tax owed 
the city for the last half of 1954. 

(Source: Clipping from “The Evening Eagle,” February 1, 1955.) 

Che City Commission approved an ordinance by which the company will pay 
no franchise tax unti! after it has first earned $90,000 net. If earnings should 
exceed this amount, company will pay 4 percent tax on any excess above $90,000. 

Because the State law makes it mandatory that company pay some franchise 
tax, it is paying a $10 license fee per vehicle per year to conform to the State law. 

(Source: Company letter June 24, 1955.) 


Tennessce (Statewide) 
The gross receipts tax repealed by the 1955 session of the State legislature 
(Source: Knoxville Transit Lines’ reply to ATA data sheet No. 611 received 
January 30, 1956.) 
New York (Statewide) 
Cities and villages in New York State were given the right to exempt bus com- 
panies from paying the 1-percent utilities tax on gross receipts. (Chapter 844 of 
laws of 1955; Senate bills Nos. 3188 and 3119, April 29, 1955.) 


North Carolina (Statewide) 

Effective July 1, 1955 motor carrier fees for common carriers (franchised bus 
carriers) were reduced from 6 percent to 8 percent of gross receipts. 

(Source: ATA data sheet No. 611 received March 7, 1956, from White Trans- 
portation. ) 


Des Moines Transit Co. 

City council relieved company of paying 2%, percent gross revenue tax from 
July 4 to December 31, 1955. 

(Source: P. T. August 5, 1955, p. 1.) 

The council agreed to Waive a 1% percent gross revenue tax against the trolley 
bus lines. 

(Source: P. T. August 19, 1955, p. 2.) 

In April 1955, the Polk County Board of Supervisors suspended the 2% percent 
gross revenue tax for 1 year from April 21, 1955 to April 21, 1956 inclusive. 

(Source: Company's reply to ATA data sheet No. 611 received January 20 
1956. ) 

Albuquerque (N. Mex.) Bus Co. 

A franchise tax of 2 percent of the gross operating revenue was temporarily 
suspended by resolution of the city commission on July 26, 1955, amending the 
Albuquerque Municipal Code No. 776, paragraph 13, subparagraph E. 

(Source: Coipany’s reply to ATA data sheet No. 611 received March 7, 1956.) 
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Towa (State-Des Moines area) 

The 1955 State legislature passed an amendment providing that the city council 
could forgive such part of the 2%4 percent gross revenue tax as it warranted. 

(Source: P. T. August 5, 1955—page 1 and company’s reply to ATA data 
sheet No. 611 received January 20, 1956.) 

Waco Transit Co. 

Effective November 1, 1955, 2 percent gross receipts tax required under franchise 
was reduced to 1 percent. 

(Source: Company’s reply to ATA data sheet No. 611 received December 6, 
1955. ) 

Miami Transit Co. 

New franchise makes mandatory franchise payments up to 5 percent of gross 
receipts only if company earns up to 7-percent return on its rate base after the 
determination of Federal income taxes on the year’s earnings and all other taxes. 
If a 7-percent return on its rate base does not amount to at least $150,000 after 
such taxes, then company shall have the right and privilege of receiving up to 34% 
percent of its gross operating revenues to reach a maXimum earning of $150,000 
after such taxes. (Ordinance No. 5472; November 18, 1955. ) 

Hempstead (N.Y.) Bus Co. (and 4 other local companies ) 

Local law No. 4 of 1955, adopted December 20, 1955, exempts “persons engaged 
in the omnibus corporation business” from paying the village 1-percent tax on 
gross receipts. 

Avenue B and East Broadway Transit Co., Inc. 
Effective January 1, 1956, the board of estimate reduced franchise payment 


from 2 percent to one-half of 1 percent. 
(Source: New York City Board of Estimate, approved December 29, 1955.) 


Jamaica Buses, Inc. 

Effective January 1, 1956, New York City franchise tax will be 4 percent instead 
of 5 percent. 

(Source: Company’s reply to ATA data sheet No. 611, received February 9, 
1956. ) 

New York City Omnibus Corp. 

Effective January 1, 1956, the board of estimate reduced from 5 percent to 
3 percent the franchise tax on gross receipts of the corporation, except on the 
corporation’s Fifth Avenue coach lines, where the franchise tax remains at 
2 percent, 

(Source: Company’s reply to ATA data sheet No. 611, received February 3, 
1956. ) 

Third Avenue Transit Corp., New York 

Effective January 1, 1956, the board of estimate reduced franchise payment 
from 3 percent to 2 percent. 

(Source: New York City Board of Estimate resolution, approved December 
29, 1955. ) 

Triple Cities Traction Corp. (Binghamton, N. Y.) 

Effective January 1, 1956, city of Binghamton will eliminate the 1-percent 
gross revenue tax. 

(Source: Company’s reply to ATA data sheet No. 611, received December 8, 
1955. ) 

Virginia (Statewide) 

Effective January 1, 1956, the State repealed both the 2.1-percent State fran- 
chise tax and the 0.2 percent valuation tax on gross revenue derived from opera- 
tion within a city or town. 

(Source: ATA data sheet No. 611, submitted by the Virginia Transit Co. 
January 18, 1956.) 

Houston Transit Co. 

City of Houston 2-percent gross-receipts tax reduced to 1 percent, effective 
February 3, 1956. 

(Source: Company’s reply to ATA data sheet No. 611, received March 1, 1956, 
and Passenger Transport, January 13, 1956, p. 1.) 
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New York (Statewide) 

Omnibus companies in New York were exempted from the 2-percent State tax 
on the first $125,000 of gross receipts in each quarter-year period. (Maximum, 
$500,000 annually.) (Senate bill No. 3776, February 29, 1956.) 


Galveston Transit Co. 
City council in March 1956 reduced the gross-receipts tax from 2 percent to 


two-tenths of 1 percent. 
(Source: Passenger Transport, March 30, 1956, p. 1.) 


Gary Railways, Inc. 
Company has discontinued the payment of the 1%-percent revenue tax on 
intracity passenger revenue. City of Gary has filed suit for its continuance. 
(Source: Company letter dated March 26, 1956.) 


City Bus Co. (Oklahoma City) 
City council agreed to forego collection of the 2-percent tax on gross receipts. 
(Source: Passenger Transport, April 6, 1956, p. 1.) 

D. C. Transit System, Inc., Washington, D. C. (formerly Capital Transit Co.) 
The new company has been freed entirely from a 2 percent gross-receipts levy 

that cost the old Capital Transit Co, $421,001 in 1955. (Public Law 757.) 
(Source: Passenger Transport, August 31, 1956, p. 1.) 


Porismouth (Va.) Transit Co. 
Tax relief was tentatively granted by city council which reduced the present 3 
percent gross receipts tax to 1% percent effective September 1, 1956. 
(Source: Passenger Transport, August 17, 1956, p. 1.) 


Tulsa (Okla.) City Lines, Inc. 
City council reduced the gross receipts tax from 2 percent to 1 percent effective 
October 21, 1956. This is the minimum under the statutes of Oklahoma. 
(Source: Letter from Mr. K. E. Totten, vice president, National City Lines, 


> 


dated October 25, 1956. ) 
INCOME TAX 


Springfield (Ohio) City Lines, Inc. 

Company was exempted from paying city income tax of 1 percent of net income. 
(Effective date not reported.) 

(Source: Company reply to ATA data sheet No. 611 received December 1, 
1955. ) 
Canada—General 

Reductions of from 49 to 47 percent made in corporation income taxes, effective 
July 1, 1955. 

(Source: B. T., May 1955, p. 117.) 


INSPECTION FEES 


Tennessee (statewide) (interstate companies) 
Inspection fees reduced from $2.50 to $1.25 a year per seat. (Source: Knox- 
ville Transit Lines’ reply to ATA data sheet No. 611, received January 30, 1956.) 


Pittsburgh Railways Co. 

On December 12, 1955, city of Pittsburgh relieved company from payment of 
charges therefore made for pole and wire inspection, street cleaning, bridge 
rentals, and similar franchise contract and ordinance charges for a period in- 
cluding the last quarter of 1955 and annually thereafter until the suspension and 
waiver thereof are revoked by the city. 

(Source: Company's reply to ATA data sheet No. 611, received February 1, 
1956. ) 

LICENSE FEES 
Albuquerque Bus Co. 

License registration fee to state of $10 per coach seat plus $50 minimum per 
coach was reduced by 50 percent. (Approved by State legislature July 1, 1951.) 

(Source: Company’s reply to data sheet No. 602, received March 3, 1953.) 
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Rochester Transit Corp. 

In 1952, the Rochester city license on buses in regular service was reduced from 
$200 per bus annually to $50 per bus. The town of Irondequoit license fee— 
flat rate of $450 annually—was discontinued. (Source: Company’s reply to 
data sheet No. 602, received May 19, 1953.) 


Gary Railways, Inc. 

In lieu of a flat license fee of $70 per bus, the city of Gary imposed a revenue 
tax of 1%4 percent on monthly intracity transportation revenue. 

(Source: Company’s reply to ATA data sheet No. 602, received March 30, 
1953. ) 
Paducah Transit Corp. 

City commissioners in December 1954 granted American Transit Corp. a 10- 
year operating permit which waived license fees for 5 years. 

(Source: Passenger Transport, December 31, 1954.) 
LaCrosse Transit Co. 

City bus license of $100 per year per bus licensed for operation eliminated for 
year 1955. (Passed by LaCrosse City Council October 14, 1954.) 

(Source: LaCrosse Tribune, October 15, 1954, and company’s reply to ATA 
data sheet No. 611, received December 5, 1955.) 


Wausau Transit Lines, Inc. 

A special city license fee of $100 per unit per year was eliminated January 1, 
1955. 

(Source: Company's reply to ATA data sheet No. 611, received January 238, 
1956. ) 

Inter City Coach Line Co. 

Effective April 1, 1955, annual city license fees were reduced from $100 per 
bus to $30. 

(Source: ATA data sheet No. 611, received February 28, 1956.) 

Teras (statewide) 

Intercity buses: In 1955, the annual license fees of intercity motor buses 
were set at 67% cents per 100 pounds or fraction thereof for buses up to 6,000 
pounds. Fees per 100 pounds or fraction thereof for heavier buses are as fol- 
lows: 6,001 to 8,000 pounds, 70 cents; 8,001 to 10,000 pounds, 75 cents; 10,001 
to 24,000 pounds, $1: 24,001 to 31,000 pounds, $1.25; and 31,001 pounds and up, 
$2. Previously, rates for interurban buses varied from $1.25 per 100 pounds for 
vehicles weighing 4,000 pounds or less to $4 per 100 pounds for those over 28,000 
pounds. 

(Source: Passenger Transport, May 20, 1955, p. 4.) 

Wisconsin ( statewide ) 

Effective June 15, 1955, transit firms were exempted from municipal license 
fees and the charge for annual license fees was fixed at $1 per vehicle. Pre- 
viously, a graduated license fee based on weight of the vehicle was imposed. 

(Source: Passenger Transport, June 24, 1955, p. 1.) 

Browning Bus Line Co. (New Castle, Ind.) 
City council reduced bus license fees from $75 to $15 per bus. 
(Source: Passenger Transport, July 22, 1955, p. T.) 
Monroe ( Mich.) City Lines 
City commission reduced license fees for buses from $40 to $20 per vehicle. 
(Source: Passenger Transport, March 23, 1956, p. 3.) 


MOTOR FUEL TAX 
Georgia (statewide) 

Fuel tax reduced from 7 cents to 6 cents per gallon; reduction applies to all 
purchasers or users of motor fuel (Fuel tax reduction resulted from new 
State sales tax effective 1951.) 

(Source: Savannah Transit Co.’s reply to data sheet No. 602, received 
March 18, 1953.) 
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Uichigan (statewide) 

Companies operating passenger vehicles under a municipal franchise entitled 
to a refund of 1% cents per gallon on gasoline and 1 cent per gallon on diesel 
fuel. While this relief was passed in 1952, partial refunding of such taxes paid 
during the calendar year 1951 was also provided. (Michigan Public Acts Nos. 
11 and 12, 1952.) 

Chicago Transit Authority 
(State tax reduction): Granted an exemption from paying about $1,300,000 


a year in motor fuel taxes. (House bill 505, 1955.) 
(Source: Company letter dated August 10, 1955.) 


Teras (statewide) 

The transit industry was exempted from a 1-cent-per-gallon increase in the 
State motor-fuel tax under house bill No. 660 passed in 1955. Under the legis- 
lation the exemption is applicable to a transit company ‘“(a) the greater portion 
of whose business is the transportation of persons within the limits of an incor- 
porated city or town in conveyance designed to transport 12 or more passen- 
gers, (b) which holds a franchise from such city or town, (c) whose rates are 
regulated by such city of town, and (d) which pays to such city or town a tax 
on its gross receipts.” 

(Source: Passenger Transport, June 10, 1955, p. 1.) 


Wisconsin (statewide) 

Eifective June 15, 1955, transit firms were exempted from State-motor fuel 
taxes. 

(Source: Passenger Transport, June 24, 1955, p. 1.) 
Federal tar relief 

Effective July 1, 1956, the Federal road bill exempted transit companies 
from paying the increase in the Federal motor-fuel tax if company derived 60 
percent of its gross revenues from operations where the 10-percent Federal tax 
on transportation does not apply. 

(Seurce: Passenger Transport, June 29, 1956, p. 1.) 
D. C. Transit System, Inc., Washington, D. C. (formerly Capital Transit Co.) 

Public Law 757 provides that the transit company will not have to pay the 
District of Columbia tax on motor-vehicle fuel, if it is unable otherwise to earn, 
after income taxes, a 61% percent return on its rate base or 64% percent return 
oh gross operating revenues, if the operating-ratio method is being used to fix 
the rates of the company. (Public Law 757 calls for a shift to the operating- 
ratio method of ratemaking “as promptly as possible and as conditions warrant ; 
and if conditions warrant, not later than August 15, 1958.") (In 1954, the 
District motor-vehicle fuel-tax cost Capital Transit $395,592 and in 1955 the 
figure was $348,416.) 

(Source: Passenger Transport, August 31, 1956, p. 1.) 
Huntsville Transit, Inc. 

County of Madison reduced gasoline tax from 3 cents to 1.5 cents per gallon 


purchased. (Effective date not reported.) 
(Source; Company’s reply to ATA data sheet No. 611, received March 9, 1956.) 


OCCUPATION TAX 
Portland Traction Co, 

The company was relieved of its occupational tax by the city from April 1, 
1D48, and tax was permanently suspended until further notice from January 1, 
1949 

Source: Company's reply to ATA data sheet No. 611, received December 13, 


1955 ) 
Georgia (Stateiwide) 


\ State specific tax, amounting to $100 annually per bus on hand as of January 
1, was repealed July 1, 1951. 
(Source: Savannah Transit Co.'s reply to data sheet No, 602, received March 
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Butte City Lines, Inc. 

City of Butte business license at $50 per bus, and bus loading zone fees at $1,164, 
based on footage of curb, were waived effective January 1,1952. (City ordinance 
No. 2125, April 2,1952.) City of Walkerville business license at $100 per year was 
waived effective January 1, 1952. 

(Source: Company’s reply to data sheet No. 602, received April 29, 1953,) 
Albuquerque Bus Co. 

Waived by the city in lieu of a 2-percent gross franchise tax provided in new 
franchise effective March 17, 1952. 

(Source: Company’s reply to data sheet No. 602, received March 3, 1953 
Lincoln City Lines, Inc. 

Two percent city ocupation tax waived. (Effective date not indicated.) 

(Source: Letter from National City Lines, Inc., dated November 13, 1055.) 


Omaha (Nebr.) Transit Co. 
On November 27, 1956 city council eliminated the 1% percent occupation tax. 


(Source: Moody’s December 4, 1956, p. 1781.) 
PAVING OBLIGATIONS 


The Cincinnati Transit Co. 
Permanently relieved of paving obligation in 1953. 
(Source: Company’s letter dated November 13, 1953.) 


Portland Traction Co. 

On June 24, 1953, company was relieved of its obligation to pay for paving 
over abandoned street railway track area and maintain the same area for a 10- 
year period. 

(Source: Company’s reply to ATA data sheet No. 611, received December 13, 
1955. ) 

Milwaukee & Suburban Transport Corp. 

In 1954 and 1955 the company was relieved of all track removal and repaving 
obligations in connection with two streetcar conversions. 

(Source : Company’s reply to ATA data sheet No. 611, received January 9, 1956.) 


Denver Tramway Corp. 

The city of Denver relieved company of the responsibility of repairing streets 
damaged by transit vehicles and of any obligation to remove tracks and ties and 
repair streets. 

During the years 1954 and 1955 the city had an agreement with the ¢ompany 
whereby the latter would pay up to $50,000 a year for street damage done by its 
vehicles. 

(Source: Passenger Transport, June 3, 1955, p. 1.) 


PROPERTY TAX 


Metropolitan Transit Authority, Boston 

Local tax reduction in cities and towns: Metropolitan Transit Authority be- 
came exempt from personal-property taxes after 1947 (ch. 544, Massachusetts 
Acts of 1947). 

(Source: Metropolitan Transit Authority’s reply to data sheet No. 602, received 
March 16, 1953.) 


Tennessee (statewide) 

The State real and personal property tax of $8 per $100 of assessed value were 
discontinued by the State legislature as of January 1, 1950. 

(Source: Knoxville Transit Lines reply to data sheet No. 602, received Feb- 
ruary 27, 1953.) 
Georgia (statewide) 

Reductions made in the property tax in 1952. (Reduction resulted from new 
State sales tax effective 1951.) 

(Source: Savannah Transit Co.’s reply to data sheet No. 602, received March 
18, 1953.) 
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REAL ESTATE TAX 


Metropolitan Transit Authority, Boston 

Local tax reduction in cities and towns: Metropolitan Transit Authority be- 
came exempt from real-estate taxes after 1949 (ch, 572, Massachusetts Acts of 
1949. ) 

(Source: Metropolitan Transit Authority’s reply to data sheet No. 602, re- 
ceived March 16, 1953.) 
Hudson & Manhattan Railway Co., New Jersey 


Agreements giving the Hudson & Manhattan Railway Co. a tax reduction of 
nearly $270,000 a year were signed July 19, 1956, in Jersey City. 


+ 
“o7 


(Source: Passenger Transport, July 27, 1956, p. 1.) 

D.C. Transit System, Inc., Washington, D. C., formerly Capital Transit Co. 

After D. C. Transit System has fully converted to an all-bus operation, the 
company, under Public Law 757, no longer will be subject to real-estate taxes 
if it is unable to otherwise earn a 6%-percent return. (Capital Transit Co, 
paid $127.751 in real-estate taxes for 1954 and $126,036 for 1955.) 

(Source: Passenger Transport, August 31, 1956, p. 1.) 


REGISTRATION FEES 


Metropolitan Transit Authority, Boston 

Bus registration fees were reduced to $3 per bus, after August 29, 1947 (ch. 
544, Massachusetts Acts of 1947.) 
Chicago Transit Authority 

In 1949 all State vehicle registration fees and license plates reduced from 
regular rates to $2 per vehicle. 

(Source: Chicago Transit Authority’s reply to data sheet No. 602, received 
March 38, 1953.) 


Massachusetts (statewide) 

In 1958 registration fees applicable to common-carrier buses operating under 
a certificate, license, or permit from the Department of Publie Utilities under 
chapter 159A, General Laws, were reduced from $1.50 to $0.50 per seat. 

(Source: Various replies to ATA data sheet No. 611.) 

West Virginia (statewide) 

State law permitting some bus companies to pay city taxes in lieu of the 
State-imposed seat-mile tax and registration fees was upheld in 1954 by Circuit 
Judge Frank L. Taylor, who stressed that city franchise ordinances are invalid 
which fail to stipulate that the money collected be used for street maintenance, 

About 10 bus companies in the State were affected by the ruling. 

(Source: Passenger Transport September 3, 1954. ) 

Tennessce (statewide) (interstate companies) 

Interstate bus companies operating through Tennessee relieved in March 1955 
of paying full registration fees for buses operating only a portion of their route 
in that State. 

(Source: Knoxville Transit Lines’ reply to ATA Date Sheet No. 611 received 
January 30, 1956.) 

SALES TAX 
Albuquerque Bus Co. 


Exempted from 1 percent city sales tax on all sales and services which city 
of Albnqnerque levied May 1, 1955. 
(Source: Company letter of August 1, 1955.) 


SEAT-MILE TAX 
West Virginia (statewide) 

State law permitting some bus companies to pay city taxes in lieu of the State- 
imposed seat-mile-tax and registration fees was upheld in 1954 by Circuit Judge 
Frank L. Taylor, who stressed that city franchise ordinances are invalid which 
fail to stipulate that the money collected be used for street maintenance. 

About 10 bus companies in the State were affected by the ruling. 

(Source: Passenger Transport, September 3, 1954.) 
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City Lines of West Virginia, Inc. 

The city of Parkersbury set a fee for operation of routes within the city of 
one-half cent per bus mile instead of one-thirtieth cent per passenger seat-mile as 
provided by State statutes (effective July 1, 1955). 

(Source: Company's reply to ATA Data Sheet No. 611 received December 
7, 1955.) 


SNOW REMOVAL OBLIGATIONS 


Kansas City Public Service Co., Kansas City, Mo. 
City council in January 1952 appropriated $60,000 in street maintenance funds 
to pay for removal of snow and ice and sanding and cindering bus routes, 
(Source: Passenger Transport, January 18, 1952.) 


Springfield (Ohio) City Lines, Inc. 


Company’s obligation of removing ice and snow has been modified considerably. 

(Source : Company’s letters dated November 19, 1952, and November 12, 195%.) 
United Transit Co. (Providence) 

On August 21, 1953, company sent letters to the individual cities and towns 
in which it operates that it intended to discontinue the practice of plowing snow 
from the streets of the various communities during and after snowstorms which 
has been costing the company an average of $100,000 annually in the past 10 years 

When the letters were released by the municipalities to the press it apparently 
was their acceptance of this notice. 

However, the city of Providence requested a conference with the company and 
the final agreement decided upon was that the UTC would immediately reduce 
its plowing schedule by one-half so that for the 1953-54 snow season the company 
reduced its plowing schedule from 70 miles of road to 35 miles ; that in the 1954-55 
season the company would again reduce the mileage this time from 35 road miles 
to 17 miles and that at the completion of the snow year about March 15, 1955, the 
company would no longer be responsible for any snowplowing and sanding work 
Capital Transit Co. 

District of Columbia Commissioners agreed to reimburse Capital Transit Co 
for the cost of sand and chemicals, the hiring of supplemental equipment, and up 
to a specific cash amount in actual labor costs for snow emergency work. 

(Source: Passenger Transport, February 19, 1954.) 

Spokane City Lines, Inc. 

Company has been relieved of the responsibility of providing 6 to S sno\ 
plows and from 4 to 6 cinder trucks. 

(Source: Passenger Transport, October 8, 1954, p. 1.) 

Omaha (Nebr.) Transit Co. 


On November 27, 1956, company was relieved of snow-removal obligatio! 
(Source: Moody’s, December 4, 1956, p. 1781.) 


D. C. Transit System (Washington) 

The District has agreed to pay the company a flat fee of $3,500 for using its 15 
giant trucks and to pay the company $15 an hour for each unit used during snow 
removal work for abrasive spreading or plowing on a portal-to-portal basis, 
for the first 100 hours of work. The rate will drop to $10 an hour per unit 
thereafter. 

The contract states that the District will buy all materials. (Last year, 
materials used by the old Capital Transit Co. cost $6,900.) 

(Source: Passenger Transport, December 28, 1956, p. 1.) 


Fort Wayne Transit, Inc. 


City has agreed to reimburse company for all labor costs, all sand, chemic: 
and trucks used in snow removal. 
(Source: Agreement signed January 8, 1957.) 


SUBSIDIES GRANTED 


Toronto Transit Commission 


The metropolitan council granted $2,500,000 to the Toronto Transit Commission 
(Source: Passenger Transport, September 16, 1955, p. 5.) 
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Brandon Transit Ltd. (Manitoba) 

City council agreed to continue to subsidize the franchise holder for losses not 
exceeding $6,000 on operations for the next 5 months. 

(Source: Bus & Truck Transport, February 1956, p. 102.) 
Public Utilities Commission, Brantford 

The city council will underwrite the costs of continued operation for Sundays 
and evening service until a committee has investigated all phases of the transpor- 
tation question. 

(Source: Bus & Truck Transport, March 1956, p. 116.) 
Greer Transportation Co., Ltd., Barrie, Ontario 

Bus service will continue in Barrie for at least another 4 months during 
which the company will receive 45 cents for each mile the buses are operated in 
the town, and the town will be credited with all fares collected. 

(Source: Bus & Truck Transport, Mar. 1956, p. 118.) 
Moose Jaw (Saskatchewan) Transportation Co. 

The city has agreed to increase its subsidy from $24,000 to $28,000 to keep 
the transit system operating for another year. 

(Source: Bus & Truck Transport, April 1956, p. 116.) 


Newmarket (Ontario) Bus Lines 
Payment of a $60 subsidy was authorized recently by the town council 
(Source: Bus & Truck Transport, May 1956, p. 184.) 


TRANSPORTATION TAX 
Federal tar relief 
Effective September 1, 1956, the Kean bill exempted all one-way transporta 
tion fares of 60 cents or less from the 10 percent Federal tax on persons. This 
tax was previously applicable to all fares in excess of 35 cents. 
(Source: Passenger Transport, Aug. 10, 1956, p. 1.) 


UTILITY TAX 
Jacksonville Coach Co. 
Company is no longer required to pay a city utility tax amounting to 10 per 
cent on invoices of $500 or less and 5 percent on amounts over $500. 
(Source: Company letter dated August 24, 1953.) 


Seattle (Wash.) Transit System 

City council’s 1957 budget report calls for elimination of a 2 percent utility 
tax, Which has netted the city about $225,000 a year, and the imposing of a “re 
vised flat charge’”’ for services provided the transit system by other city depart- 
ments. Hstimated to save STS $100,000 annually. 

(Source: Passenger Transport, Sept. 21, 1956, p. 4.) 


WEIGHT TAX 
Federal tar relief 
Effective July 1, 1956, the Federal road bill exempted transit companies from 
paying the new weight tax on vehicles having a gross weight of 26,000 pounds 
or Over if company derived 60 percent of its gross revenues from operations 
where the 10 percent Federal tax on transportation does not apply. 
(Source: Passenger Transport, June 29, 1956, p. 1.) 


MISCELLANEOUS 


Metropolitan Transit Authority, Boston 

State tax reduction: Permit for new buses: MTA became exempt from bus 
permit of $10 for each new bus placed in service payable to department of public 
utilities after August 3, 1949 (ch. 572, Massachusetts Acts of 1949.) 

Local tax reduction in cities and towns: License fees for new bus routes. 
MTA became exempt from license fees for new bus routes after August 3, 1949 
(ch. 572, Massachusetts Acts of 1949). 

(Source: MTA’s reply to D. S. No. 602, received March 16, 1953.) 

Taxes in general: The tax law in Massachusetts which partially exempted the 
local taxes paid by the Metropolitan Transit Authorty was amended effective 
January 1, 1951, as follows: 

Section 14 (as amended by sec. 6 of Stat. 1949, ch. 572). The authority and 
all its real and personal property shall be exempt from taxation and from 
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betterments and special assessments; and the authority shall not be required to 
pay any tax, excise or asSessment to or for the Commonwealth or any of its 
political subdivisions; nor shall the authority be required to pay any fee or 
charge for any permit or license issued to it by the Commonwealth, by any 
department, board or officer thereof, or by any political subdivision of the Com- 
monwealth, or by any department, board or officer of such political subdivision ; 
and, so far as constitutionally permissible, the authority shall be exempt from 
tolis for the use of highways, bridges, and tunnels. The authority shall be 
required to pay fees, duties, excise or license taxes for the registration, operation 
or use of its vehicles on public highways and for fuels used for propelling such 
vehicles in the same manner and to the same extent as other political subdivisions 
of the Commonwealth pay such fees, duties, excise or license taxes. 
(Source: MTA’s reply to D. 8S. No. 602, received March 16, 1953.) 


Paducah Transit Corp. 
All city taxes: City commissioners in December 1954 granted American 
Transit Corp. a 10-year operating permit which waived all city taxes for 5 years, 
(Source: Passenger Transport, December 31, 1954.) 
Greater Winnipeg Transit Commission 
Fixed assessment tax: City council voted to eliminate the fixed assessment 
tax which brought $81,000 to the city. 
(Source: Passenger Transport, December 30, 1955, p. 5.) 


ExHIsBiTt D 


SUMMARY OF ACTIONS BY STATES AND CrITIes RE StupIes* OF THE LOCAL TRANSIT 
PROBLEM BY SPECIAL COMMISSIONS OR COMMITTEES 


Studies of the transit problem have been initiated in several States and cities, 
Following is a brief summary of the principal recommendations and notation 
of action taken pursuant thereto if any. 

MASSACHUSETTS 

Special Commission relative to Local Transit Companies, March 1953. 
Recommendations 

1. Speedup action on applications for fare increases. 

2. Provide relief on charter and special bus operations for established transit 
companies from substandard competition. 

3. Reduce registration fee on buses. 

4. Permit cities and towns to subsidize marginal service. 

5. Reduce statute of limitations on actions arising from bus accidents from 
6 years to 1 year. 

6. Repeal service-at-cost provisions of street railway law which were adopted 
in 1918 and never operative because they are “outmoded and impractical of 
operation under circumstances prevailing today.” 

The commission also considered measures to exempt buses from the motor 
vehicle excise tax and to exempt bus operators from the gasoline tax. Legis- 
lation on these measures was deferred because questions of public policy were 
thereby raised, which were of such far-reaching importance that a definite 
recommendation was deferred. However, the commission did state that these 
two measures were probably the next steps. 


Registration fee on transit buses reduced from $1.50 to 60 cents per seat. 


WISCONSIN 
Action 


Governor’s commission on urban mass transportation, November 1954. 


Recommendations 
Action to be taken by transit operators: 
1. Maintain modern equipment. 
2. Merchandise public transit. 
3. Improve public relations. 
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‘ Incorporating recommendations for relief from taxes or imposts 
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Action to be taken by municipalities : 
1. Consider use of mass transportation to help solve traffic congestion. 
2. Eliminate curb parking downtown and on heavy transit lines. 
3. Control traftic to permit free transit movement. 
4. Reculate on- and off-street parking in congested areas to eliminate all 
day parkers. f 
5. Assist in educational program to acquaint public with transit potentials 
in reducing traffic congestion and lessening expenditures for street 
iniprovements. 
6. Limit pickup and deliveries to certain hours in congested areas. 
Action to be taken by business organizations and associations: 
1. Cooperate with transit in the elimination of curb parking. 
2. Schedule pick-up and deliveries during hours of light traffic. 
3. Arrange for off-street loading and unloading facilities. 
4. Offer inducement to transit users through fare refunds as is done in 
rebating parking costs to automobile users. 
5. Assist in educational program described in item 5 applicable to transit 
operators, 
6. Cooperate in establishing a staggered-hours program. 
Action to be taken by the public service commission : 
1. Expedite the handling of mass transit questions, 
2. Permit extension of routes and service on a limited-time basis with 
automatic expiration, unless extension is requested by transit company. 
3. Permit fare changes to become effective on 5 days’ notice, as follows: 

(a) All fare reductions. 

(b) Fare increases not resulting in operating ratio below 95 percent 
before income taxes, with proviso for hearings and possible modification 
after 90 days’ trial. 

Action to be taken by the State legislature: 
1. Appropriate $250,000 to assist in the study and solution of traffie and 
transit problems. 
2. Provide sufficient funds to the public service commission for expeditious 
handling of all problems involved in motor-carrier regulation. 

3. Use staggered hours in State offices. 

!. Permit municipalities to contract for trial extensions of service. 

5. Amend tax laws to exempt urban transit from all local and State taxes, 
including income taxes. 

6. If laws are not amended, provide exemption from all States or local 
taxes applicable to urban mass transportation, but not to other forms of 
transportation. 

Action 
State legislative act, June 15, 1955: 

1. Exempted transit from State motor fuel taxes and city license fees. 

2. Substituted a State tax of 50 percent of net income in excess of 8 percent 

on depreciated value of plant. 


DALLAS, TEX. 


The Business Executives Research Committee, 1955: 

The Business Executives Research Committee of Dallas is a committee of 
executives and Souther Methodist University faculty members that conduct 
research investigations of specific economic problems. After studying the Dallas 
transit problem, they recommended the following program : 


1. Prohibition of daytime curb parking in the central business district. 
2. Provision of parking space outside downtown area. 
3. Staggered work hours in the downtown area. 
t. Elimination of some transit stops, with increasing use of skip stops. 
5. Special facilities for transit operation on expressways. 
6. Strengthen the financial position of the transit company by: 
(a) Futher reduction of removal of remaining fuel taxes. 
(b) Eliminate gross receipts tax of 2 percent on streetcars and 4 per- 
cent on buses. 
Action 


1. Exempted from 1 cent increase in State motor fuel tax. 
2. Reduction of 50 percent in gross receipts tax. 
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ToLeDo, OHIO 


Citizens Transit Study Committee, appointed by the Mayor, March 12, 1955. 
Recommendations 
1. Eliminate on-street parking in central area. 
2. Strictly enforce traffic rules and regulations. 
3. Enforce construction of adequate off-street parking facilities in new and 
remodeled buildings. 
4. Relocate bus stops, where needed. 
5. Institute “pay-leave” system of fare collection. 
6. Improve traffic signal coordination. 
7. Eliminate more left turns on heavily traveled streets. 
8. Create better understanding on part of downtown business interests as to 
their “stake” in transit. 
9. Place more emphasize on street traffic safety education. 
10. Reduce or eliminate poorly patronized “owl” (all-night) service. 
11. Reduce State license, gas and oil taxes. 
Action 
1. On-street parking eliminated in central area. 
2. “Pay-leave” fare collection system instituted, with 24-block neutral zone 
in which no fares are collected. 
o. Owl service eliminated. 
NEW YORK 


Special committee appointed by the Governor for the study of the problems 
of the privately owned motorbus industry, 1954 and 1955: 
Recommendations 

1. Eliminate State gross receipts tax. 

2. Permit operation of buses with maximum length of 40 feet and width of 
S feet 6 inches { 102 inches). 

3. Eliminate the additional 2 cent diesel-fuel tax imposed in 1951 for all such 
fuel consumed in city limits. 

4. Forego imposition of any further taxes on local transit companies. 

5. Give greater attention to measures for relief of traffic congestion. 


Action 


Two percent gross receipts tax eliminated on first $500,000 of revenue. 
NEW ENGLAND 


Report of the Governor’s committee on public transportation. Title: “Local 
public transportation in New England,” July 17, 1956: 


Recommendations 


1. Exempt from payment of fuel taxes. 
2. Reduction of registral fee to a nominal amount sufficient merely to reim- 
burse the State for the cost of the license. 
5. Elimination of gross receipts tax. 

4, Greater freedom and managerial discretion in adjusting fares and services 
to particular conditions. 

5. Continued use of operating ratios in adjusting transit fares and service 

6. Traffic regulations which will assist transit by increasing its average speed. 


I. As to existing highways, we recommend as follows: 


(a) Traffic regulation and traffic signal timing should be adjusted 
where possible, to enable transit to move with the highest possible 
speed, and thus enhance the ability of the most economic user of street 
space to carry passengers. The reservation of transit lanes for exclu- 
sive use of buses should be given consideration, especially in rush 
hours, in areas of heavy traffic density. 

(b) Parking should be restricted on all transit thoroughfares where 
it interferes with the optimum operation of transit vehicles. Turning 
movements by private vehicles should be prohibited where such move- 
ments unreasonably interfere with transit or through traffic by auto- 
mobile. Freight-carrying vehicles should be permitted in transit areas 
during rush hours only when no alternative appears feasible. 
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(c) Transit loading zones or areas should be marked off and pro- 
tected against other unauthorized use. 

II. As to new construction, we recommend as follows: 

(a) The planning of new highways should take into account their 
availability for use as transit thoroughfares and transit vehicles should 
be permitted access to them. 

(b) The planning of new highways to take into account the pos- 
sibility of locating routes so that private cars may feed into railroad, 
rapid transit, or through-bus terminals at interchange points. 


7. Staggered hours. 
8. Private ownership. 
9, Transit management must anticipate the need for improved transit serv- 


ice, and, through cooperation of municipal authority and local business inter- 
est, take forceful steps to push forward and adapt their operations to modern- 
day needs. 


Action 


None. 
MASSACHUSETTS 


Report of the special commission relating to local transit companies in the 
Commonwealth of Massachusetts, December 31, 1956: 


Recommendations 

1. That the local board of assessors may abate in whole or in part the excise 
on any motorbus garaged in its municipality provided the application for abate- 
ment is accompanied by a certificate from the department of public utilities 
showing that the operating ratio of said company is 98 percent or greater. 

2. That the tax commissioner upon petition of a company shall reimburse 
said compa from the excise paid on motor fuels such amount as will not re- 
duce the operating ratio below 93 percent with the requirement, however, that 
no such relief will be granted unless the said company furnishes to the com- 
missioner a certificate from the department of public utilities showing that the 
operating ratio is not less than 98 percent and the commissioner shall not reim 
burse in an amount greater than that which could bring the operating ratio down 
to 938 percent. 

3. That upon a petition for an increase in fares accompanied by a rate schedule, 
the rate schedule shall be put into effect at the expiration of 60 days after the 
filing thereof if the department of public utilities has not rendered a decision 
prior thereto. If subsequent to the 60 days the department of public utilities 
has not rendered a decision prior thereto. If subsequent to the 60 days the 
department of public utilities renders a decision setting the rates lower than 
those in the proposed schedule then the company shall be required to reimburse 
iis riders for the difference between the rates in the schedule and the rates 
approved by the department of public utilities. 





Action 


~~ 
Aone, 


IOWA 

Report of the Iowa Governor's transit study committee, January 1957: 
Recommendations 

1. Adoption by the State legislature of a system of joint regulation of bus 
companies by the lowa Commerce Commission and individual municipalities 

2. Elimination of the motor-fuel tax imposed on transit vehicles. 

3. Elimination of motor-vehicle license fees, including the compensation tax, 
for transit vehicles and the substitution of a $25 per vehicle registration fee. 
This would save the State’s transit companies about $45,000 annually. 

+. That cities be authorized to spend up to 25 percent of their gross annual 
parking-meter revenue to improve transit service 

The action recommended for transit companies included: 

1. Expanded advertising and public relations programs. 

2. Establishment of zone fares where possible, in an attempt to attract short 
haul passengers. 

3. Study the possibility of express runs and reduced number of bus stops. 
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Recommendations for the chamber of commerce include: 

1. To do all in their power to bring transit companies, merchants, school 
leaders, and industrial officials together to ease local transit problems. 

2. Encourage schools, industries, and downtown businesses to consider stag- 
gered hours. 


Action 
None. 


ADDENDA SHEET No. 1, FEBRUARY 26, 1957, TO SPECIAL Report oF LAW COMMITTER 
Re Pusiic LAw 757, 84rH CONGRESS, AND RELATED MATTERS 


Exhibit D: Add the following items: 
PENNSYLVANIA 


Citizens Advisory Committee to Study Mass Transportation Problems in 
Pennsylvania, January 1957: 

This committee, recently appointed by the Governor, to study the survival 
problems of transit companies in Pennsylvania has not, as yet, issued any formal 
report or recommendations. 

MICHIGAN 


Report of the Committee on Bus Company Failures, Michigan House of 
Representatives, February 7, 1957: 


Recommendations 


(a) Private industry performing local transit or intercity motor bus trans- 
portation service in this State be granted tax relief by local governmental units 
of this State and by this State to the same extent as such relief is granted to 
bona fide municipal operations by specifically relieving the gasoline tax and 
diesel fuel tax; weight tax, and that portion of the Michigan Public Service 
Commission mileage tax not used to defray the cost of operating said Michigan 
Public Service Commission (this course has been followed in certain other 
States); or 

(b) A formula be established so as to provide a net operating ratio which is 
reasonable and fair after payment of all taxes, provided, however, that no such 
private carrier may be permitted under such formula to take tax credits in 
establishing such operating ratio in excess of the total amount of all taxes paid 
by it to local units of government of this State and to this State (which formula 
may be established upon a tax accrual basis, the tax, if any, to be paid upon 
the determination of a given carrier’s operating ratio after making provision 
for the payment of all taxes). The operating ratio approach to the problem has 
been put into effect in the District of Columbia. 


BALTIMORE, MD. 
Mayor’s Committee on Mass Transportation, December 5, 1955: 


Recommendations 

1. Create Metropolitan Transit Authority with full authority for effective 
supervision of traffic, mass transportation, highways and parking. 

2. City to purchase Baltimore Transit Co. and other smaller transit facilities, 
for operation by authority. 

3. Appoint interim transportation coordinator while steps 1 and 2 are being 
prosecuted. 


Action 

None. 

Statement of position by the Baltimore Association of Commerce (in response 
to inquiry by mayor), February 15, 1957: 


Recommendations 


1. The Baltimore Association of Commerce holds the maintenance of adequate 


mass transporation to be essential to the economic welfare and social well-being 
of the city of Baltimore and its metropolitan environments. 

2. It recognizes that the operations of the mass transportation system are 
hampered by conditions beyond the control of private ownership, causing con 
tinuing deterioration in service to the public. 
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8. The mayor’s committee on mass transportation, composed of persons of 
high standing, after elaborate and detaiied study of mass transportation in 
Baltimore and other cities, has proposed a single overall transportation policy 
and program integrating into a unified system all elements of vehicular move- 
nents necessary to provide adequate service. 

The association of commerce believe that creation of an agency to function 
on an area basis, vested with the power to regulate and coordinate the use of 
public streets and highways by all private and public vehicles, is essential to the 
solution of this problem. 

4, Recommendations of the mayor’s committee on mass transportation in- 
clude public ownership of the transit system. The association does not agree 
that such a course is necessary or desirable. Instead, the assication recommends 
that the mayor, in conjunction with his financial, budgetary and traffic advisors, 
and the officials of the Baltimore Transit Co., proceed at once to enter into 
realistic negotiations dealing with the problem of traffic control and the ques- 
tion of tax relief and related measures necessary to the preservation of an 
adequate mass transportation service in the Baltimore area, self-supporting 
under private ownership. 


SprcrAL Rerort of LAW COMMITTEE, AMERICAN TRANSIT ASSOCIATION, RE PUBLIC 
Law 757, 84rH CONGRESS, AND RELATED MATTERS 


’ 


FEBRUARY 1, 1957. 
To the President and Members of the Board of Directors of the American Transit 
Association. 

GENTLEMEN: At the meeting of the board of directors held on September 20, 
1956, President Dittmar presented as part of his program for the association 
year the matter of a committee to promote the preparation of bills similar to 
Public Law 757 of the 84th Congress for use with State legislatures. The board 
Was unanimous in its approval of such a project and suggested it might result 
in the preparation of a model bill which could be adapted in whole or in part 
to the situation in each State; and thereupon referred the project to the law 
committee. 

At the request of the law committee, association headquarters prepared an 
analysis of Public Law 757 which was submitted to each committee member for 
consideration prior to a meeting. A copy of this analysis is attached hereto and 
marked exhibit A. 

Thereafter, aS soon as a convenient time could be arranged, a meeting of the 
committee was held which was attended by six members. However, this report 
has been submitted to each member of the committee for approval. 

At the committee meeting, there was a thorough discussion of Public Law 757 
and of the suggestion made concerning the preparation of a model bill for use 
with the State legislatures. The unanimous conclusion of the members of the 
committee attending the meeting was that it would be neither feasible nor advis- 
able to attempt to prepare such a model bill. The committee felt it was not 
possible to draft a model bill because each State and each city has its own laws, 
ordinances, and regulatory system and, to be applicable, any provision of a model 
bill would have to be related to the laws, ordinances, and regulations which are 
peculiar to the particular State or municipality. Also in some States action has 
already been started to relieve transit companies from tax and other burdens. 
Under these circumstances, the most that a model bill could accomplish would be 
to suggest tax and other burdens from which transit companies should be relieved 
and this could be accomplished better by furnishing a report and analysis of 
What has already been done along these lines not only by the Congress, but also by 
the States and municipalities. 

It was thought that the factor of greatest importance to transit companies 
in the enactment of Public Law 757 was the recognition by Congress that mass 
transportation is essential to the economic life of a municipality and that if this 
service is to be maintained at reasonable rates of fare, the operating company 
must be relieved of tax and other burdens. 

The committee also noted that this recognition by Congress of transit’s essen- 
tiality and needs has been supported in the past by many municipalities and 
States through other actions granting relief of one type or another to individual 
transit companies. At our request, therefore, association headquarters has pre- 
pared a chronological list of all cases, where relief has been granted, a copy of 
which is attached hereto as exhibit B. Also association headquarters has recast 
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this analysis to show the same information codified according to the nature of 
the relief afforded and a copy of that compilation is attached hereto as exhibit C, 

There is one other valuable source of material for use by member companies 
in such activities. Within the past 18 months, a number of special independent 
committees have been appointed by States and municipalities to study the prob- 
lems of mass transit and to make appropriate recommendations where relief 
appears to be necessary. In exhibit D attached to this report, there appears a 
compilation and analysis of such reports and activities to date. 

Your committee believes that the best way to promote the preparation of bills 
similar to Public Law 757, 84th Congress, is to make available to the member 
companies the attached exhibits A, B, C, and D and if your board thinks it 
advisable, the report of this committee. This will provide the members with the 
information and material for the drafting of legislation which will fit their own 
particular situation and, wherever it seems desirable, for the organization of 
State and local committees to study and make recommendations with respect to 
transit problems. Specifically your committee proposes the following course of 
action for member companies: 


AT THE STATE LEVEL 


1. Organize all transit companies in the State to agree upon a program and to 
present a united front. 

2. Present this program to the governor and other State officials. If the pro- 
gram is not accepted or the State officials want some backing, the governor can 
appoint a special citizens’ committee to study the problem and to make recom- 
mendations. Such a committee would be similar to those appointed in Wiscon- 
sin, New York, Pennsylvania, Iowa, and Massachusetts. 


AT THE LOCAL LEVEL. 
1. Prepare a program and present it to the city officials. If the program is 


not accepted, press for the appointment of a citizens’ committee to study the 
problem and make recommendations. 


1. Utilize to the maximum advantage possible all of the factual material in 
the exhibits attached to this report. 
2. Whenever additional statistical or other information is needed, call upon 
association headquarters for assistance. 
Respectfully submitted. 
Stephens L. Blakely, Frederick M. Proadfoot, Carmack Cochran, Ray 
M. Fey, Joseph G. Gorman, Powell C. Groner, R. T. Mitchell, 
Clarence D. Phillips, John E. Tarrant, D. <A. Finkbeirer, 
Chairman. 


Mr. Mauer. I would like to present Hurley L. Swift, president of 
the Harrisburg Railways. 

Mr. Swirr. My name is Hurley Swift. I have been in the street 
railway and bus business since 1915. I am, and have been since 1947, 
president of the Harrisburg Railway Co., and operate the local transit 
system of Harrisburg, Pa., consisting of 100 buses and doing a scant 
$2 million business per year. also vice president and di 
of American Transportation Enterprises, which in addition to Har- 
risburg, operates local transit systems in Allentown, Pa., Wilmington, 
Del., and Covington, Ky. 

Tama past preside nt of the American Transit Association and past 
president of the Pennsylvania Bus Association, which is an associa- 
tion of both city and intercity bus operators in Pennsylvania with 
150 members, 

I am here to speak for my company and for the transit and bus 
companies of Pennsylvania. Although the minimum wage may seri- 
ously affect a few of the smaller bus operators in Pennsylvania, that 
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phase of the proposed legislation does not concern us nor affect us as 
much as the proposed elimination of the exemption in working hours. 
It is vital to us small operators that subsection (a) of section 13, 
clause 9, of the existing law remain as it now is. 

In Pennsylvania, more than 50 bus companies have given up and 
gone out of business in the past 2 years. ‘The company in Altoona, a 
city of 77,000, is quitting. The company in Scranton is in the hands 
of a receiver and about to be foreclosed. ‘The Lewistown company 
has quit. Oil City and Meadville are on the verge. 

The situation is so serious that Governor Leader has appointed 3 
special committee to study and recommend what can be done to sal- 
vage transit and — it in private rather than public ownership. 
No doubt Governor Leader’s committee, as committees in Wisconsin, 
Michigan, Lowa, Ohio, New England, and elsewhere have done, will 
recommend a lowering or elimination of taxes of all kinds—ineluding 
vehicle licenses, fuel taxes, local and State gross receipts taxes—and 
recommended less interference by State and local public utility regu- 
eae bodies, similar to the relief granted by Congress to Capital 
Transit Co. here i in Washington by Public Law 757 last session. 

Th 1e majority of my employees do not want their workweek further 
restricted. The nature of our business, as Mr. Malmer has pointed 
out, forces us to work around the clock and 7 . ays a week. We can- 
not, like other businesses, just divide the day by three or stop at the 
end of five 8-hour days, and carry over until Monday. 

We have to carry employees to and from their work at the opening 
and closing hours of offices, stores, and mills and between these 
hours there is little or no travel and no work for most of our em- 
ployes S. 

On my property, where wages already take 60 percent of the gross 
revenue, every 1-cent-an-hour increase in wages means an increase in 
wage cost of $60,000 per year. If we were forced by the loss of our 
exemption under subsec tion (a) of section 13, clause 9, to go to a 40- 
hour week, our costs and wages to maintain the present le vel of serv- 
ice to the public and the present level of annual pay to our men and 
women would go up at least 68 percent and in dollars about $230,000. 

To this we would have to add the cost of social-security taxes, uni- 
forms, vacations, Blue Cross, Blue Shield, health and accident insur- 
ance for the 15 or 20 additional men we would have to employ to 
give the same amount of service to the public. 

The serious thing, however, is that we would carry no more pas- 
sengers. In fact, because we would have to raise our fares, and in 
our case probably 33% percent or to 20 cents to meet this = litional 
cost, as sure as God made little green ap ples we would | re in that 
vicious cycle where we would « ‘arry fewer passengers and ti ike in less 
revenue, and we would reduce service. 

Then, all of the jobs of these additional men and the jobs of some 
of the men we now employ would go out the window and we wot ild 
soon join Altoona, Scranton, Schenec tady, and others in the “grave- 
yard” of pr ivate owne rship. 

So far this year we in Harrisburg have managed to earn just 
barely $1 per day per bus, after taxes. It is not much. You realize 
that each bus costs from $18,000 to $20,000. The H: arrisburg story 
is that of all of the transit companies in Pennsylvania except in Har- 
risburg we are supposed to be one of the 3 or 4 stronger companies. 
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We recognize the trend is toward a shorter workweek. Some of 
our companies have already negotiated 40-hour weeks. The rest of 
us have made progress in that direction. At the proper time, and in 
due and gradual manner, we can and will negotiate the workweek to 
the satisfaction of all, the employee, the owner, and the public. 

To legislate us abruptly into it means disaster, for some companies 
bankruptcy, and the end of private ownership of the small transit 
businesses in small cities. 

Therefore, for and on behalf of the transit companies of Pennsy]- 
vania, I respectfully request that the exemption as now expressed in 
subsection (a) of section 13, clause 9 of the existing law be continued. 

I have with me copies of the Michigan report that I referred to, 
the Iowa report, and the Pennsylvania report of the bus associations. 

Mr. Ketitey. You would like to have those included in the record? 

Mr. Swirt. Yes, sir. 

Mr. Ketiey. Without objection, it will be done. 

(The reports are as follows :) 


THE BUS SITUATION AND RECOMMENDATIONS TO THE LEGISLATURE 
BY THE PENNSYLVANIA BUS ASSOCIATION 


Due to the critical financial condition of the bus industry, within Pennsylvania 
as well as throughout the United States, the Pennsylvania Bus Association makes 
this report to the legislature and presents its recommendations for relief, pending 
receipt of recommendations from the 27-member advisory group appointed on 
January 5, 1957, by Governor George M. Leader to study mass transportation. 

The Governor's press release states : 


[From Harrisburg Patriot-Evening News, January 5, 1957 
“LEADER APPOINTS 27 TO GROUP STUDYING MASS TRANSPORTATION 


“Governor Leader yesterday appointed a 27-member advisory committee to 
look into the problems of mass transportation in Pennsylvania metropolitan 
areas. 

“The Governor named James W. McNulty, Scranton city solicitor, as chairman 
of the citizens group which will report to Leader during the current session of 
the legislature with possible suggestions for new legislation 

“Frank C. Foose, Harrisburg realtor and chairman of the Regional Planning 
Commission, was designated by Leader as the local community representative 
on the advisory group. 

““The more our cities grow, the greater the number of automobiles we find 
moving into and out of the downtown areas, with frustrating congestion,’ Leader 
said in naming the group. 

“He said more traffic seems to he generated as soon as street and parking 
facilities are set up to hold down the congestion 

“The Governor explained that public carriers are finding fewer and fewer pas 
sengers willing to ride to work, and thereby creating financial difficulties for those 
firms. 

“He said that serious losses may come in terms of declining business in urban 
areas unless the urban transportation problems are solved.” 

Names of 27-member advisory committee to look into problems of mass trans- 
portation in Pennsylvania metropolitan areas are: 

James W. McNulty, ‘Scranton city solicitor, chairman 

William R. Davlin, Pennsylvania secretary of commerce 

George J. Richards, deputy secretary of highways. 

Joseph Sharfsin, public utility commissioner. 

P. Stephen Stahinecker. public utility commissioner. 

Park H. Martin, executive director of Allegheny Conference, Pittsburgh. 

Dr. William G. Willis, director of institution of local governments, University 
of Pittsburgh. 

John A. Feigel, president, Central Labor Union, Pittsburgh. 

Robert D. Blazier, vice president, Westinghouse Corp., Pittsburgh. 
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A. H. Burchfield, president, Joseph Horne & Co., Pittsburgh. 

Michael J. Gittens, Bureau of Traffic Planning, Pittsburgh. 

Sherman Voorhees, executive vice president, Pittsburgh Chamber of Commerce, 
Pittsburgh. 

John H. Bailey, deputy engineering director, city of Philadelphia. 

Robert Lb. Mitchell, executive director, Urban Traffic and Transportation Board, 
Philadelphia. 

Edmund F. Higgins, president, Yellow Cab Co., Philadelphia; also chairman 
of regional traffic committee, Philadelphia. 

Roe Alderson, Alderson & Sessions, Philadelphia. 

Dwight Perkins, president, Philadelphia Merchants Association, member of 
Strawbridge & Clothier, Philadelphia. 

A. C. Tosh, executive assistant, executive department of Reading Co., Phila- 
delphia 

Thomas Pillion, Albert M. Greenfield Co., Philadelphia. 

George W. Taylor, Wharton Schoo! of Finance and Commerce, University of 
Pennsylvania. 

Jack Backhus, president of Joint Teamsters Council, Philadelphia. 

Charles G. Curtis, chairman, Allentown Traffic Commission and advertising 
director of Allentown Call-Chronicle. 

James T. Harper, president, Yellow Cab Co. and vice chairman of Erie Traffic 
Commission, Erie. 

Clinton D. Smith, vice president and general manager, Schuylkill Valley Lines, 
Norristown, Pa.; president of PBA. 

R. V. Eder, president and general manager, Wilkes-Barre Transit Co., Wilkes- 
Barre, Pa. 

Charles H. Young, Jr., chairman of transportation committee, chamber of 
commerce, Bethlehem; also Lehigh Valley safety council. 

Frank C. Foose, chairman of the regional planning commission, Harrisburg. 


DECLARATIONS OF POLICY OF THE LEGISLATURE AS STATED IN THE PuBLIc UTILITY 
LAW OF 1987 CREATING THE PUBLIC Utiniry COMMISSION 


SECTION 801. DECLARATION oF PoLicy.—lIt is hereby declared to be the policy 
of the legislature to regulate in this act the service of common carriers by motor 
vehicles and forwarders in such manner as to recognize and preserve the inherent 
advantages of, and foster sound economic conditions in such service, and among 
such carriers and forwarders in the public interest; to promote safe, adequate, 
economical, and efficient service by common carriers by motor vehicles and for- 
warders, and just and reasonable rates therefor, without unjust discrimination, 
and unfair or destructive practices ; to improve the relations between and coordi- 
nate the service and regulation of common carriers by motor vehicle, forwarders, 
and other carriers; to develop and preserve a safe highway transportation sys- 
tem properly adapted to the needs of the commerce of the Commonwealth of 
Pennsylvania and insure its availability between all points of production and 
markets of this Commonwealth. It is hereby found as a fact, after due investi 
gation and deliberation, that the service of common carriers by motor vehicle 
forwarders, contract carriers by motor vehicle, and brokers, including the pro- 
curement and provision of motor vehicles and other facilities for the safe trans- 
portation of passengers or property over the highways, are so closely interwoven 
and interdependent, and so directly affect each other, that in order effectively 
to regulate such common carriers by motor vehicle and forwarders and to pro- 
vide a proper and safe highway transportation system in the public interest, it 
is necessary to regulate the service of such contract carriers by motor vehicle 
and brokers, including the procurement and provision of motor vehicles and 
other facilities for the safe transportation of passengers or property over the 
highways, in the manner set forth in this article. 

(Italics added by PBA.) 

More than 50 Pennsylvania bus companies have gone out of business during 
the last 3 years. 

At present the Scranton Transit Co. is in receivership and in danger of being 
foreclosed. 

The Logan Valley Transit Co., operating in Altoona and between Tyrone, 
Altoona, and Hollidaysburg, is suspending service permanently. 

The Lewistown Bus Co. is offering its property for sale. 

Unless tax relief is quickly obtained, other companies too will go out of business, 
leaving the areas served without public transportation, 
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Of the 60 companies, which reported their net income for the year 1955 to the 
Bus Association, only 17 reported net income in excess of $10,000; 18 companies 
reported net income of less than $10,000, and 24 companies reported deficits 
(losses). 

Public officials of the following States already have taken action and submitted 
reports to their legislatures: Wisconsin, New York, Ohio, Michigan, New Eng- 
land, Iowa, and the District of Columbia. 

Excerpts from the Michigan report are described on page 6. 

Excerpts from the Iowa report are described on page 7. 

Excerpts from the United States Government (District of Columbia), Public 
Law 757, 84th Congress, relieving Capital Transit Co., Washington, D. C., from 
certain tax burdens, are described on page 8. 

Complete copies of these reports will be furnished by the Pennsylvania Bus 
Association, on request. 


EXcerpts FROM THE MICHIGAN REPORT 
COMMITTEE APPOINTED BY RESOLUTION 26, HOUSE OF REPRESENTATIVES 


Page 9: Michigan Public Service Commission permitted Jackson City Lines 
to lease its entire operation to the city of Jackson, Mich., for the purpose of avoid- 
ing all taxation except the Federal income tax on net earnings. 

Page 10: Private industry to be granted same tax relief to same extent relief 
is granted to municipal operations, in order to avoid possible subterfuge through 
the medium of leasing to municipalities. 

Page 15: The Michigan Public Utility Commission has found school buses 
performing illegal charter operations. 

That the transit and intercity divisions of the motorbus industry in the State 
are equally important and both must be maintained. 


EXCERPTS FroM THE Iowa REPORT 
COMMITTEE APPOINTED BY GOVERNOR HOEGH 


Gives detailed statistics on yearly decline in passengers, miles operated, and 
revenue 


Page 8: Causes of financial decline: Private automobile, traffic congestion, 
fare increases, reduced service, people moving to suburbs, television, and the 
5-day week. 

Page 11: The public’s stake in urban mass transit. 

Page 13: Finances of city-operated transit systems (1955). 

Page 21: What other States and Federal Government have done to relieve 
transit problems. 

Page 28: Recommended action for the State of Iowa: 

(1) Eliminate the motor-fuel tax. 
(2) Reduce license fees. 
(3) Insure a margin of profit to insure financial soundness and at same 
time restrict the industry from excessive profit. 
(4) Cities be authorized to expend not to exceed 25 percent of gross annual 
parking-meter revenue to subsidize needed transit service. 
Page 28: Recommended local actions. 
Page 28: Recorimended action for chambers of commerce. 
Pave 29: Recommended action for transit companies. 


EXcerPTs FrRoM FEDERAL LAw No. 757 
GRANTS A FRANCHISE TO THE DISTRICT OF COLUMBIA TRANSIT SYSTEM 
Congress recognizes that mass transportation is essential to the economic life of 


a community. If this service is to be furnished at reasonable rates of fare, 
the operating company must be relieved of tax and other burdens 


Section 3: Franchise prohibits competitive service. 

Section 4: Provides that corporation operate as a private enterprise; provides 
for a return of at least 6% percent after all taxes; changes accounting to permit 
use of gross operating revenue base (operating ratio). 

Section 8: Exempts corporation from Gross Sales Act; exempts corporation 
from Use Tax Act; exempts corporation from excise tax on titles to motor 
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vehicles; exempts corporation from tax on tangible property ; exempts corpora- 
tion from bus mileage tax. 
Section 9: Relief from liquid fuel taxes. 


CONCLUSIONS 


When transit companies go out of business or drastically reduce service, em- 
ployees are thrown out of work and the economic life of the community is hurt. 

Public ownership automatically eliminates the payment of any taxes, not only 
to the State but to the municipality. 

Municipal operations are generally conducted at a loss, which results in a 
taxpayers’ subsidy. 

Public operation is never as efficient as private operation. 

It is evident that the legislature must determine whether more efficient transit 
service will be rendered to the public through the process of tax relief to private 
companies or by the complete loss of tax revenue through public ownership. 


RECOMMENDATIONS OF THE PENNSYLVANIA Bus ASSOCIATION FOR IMMEDIATE 
RELIEF 


Immediate relief is necessary to save many companies from going out of busi- 
ness. However, it is possible that additional relief may have to be given by 
future legislative sessions. 

It is recommended that: 

(1) Liquid fuel taxes be eliminated. 

(2) Cost of license plates be sharply reduced. 

(3) Gross receipts tax of 1931 be eliminated. 

(4) Local excise taxes be eliminated. 

(5) Public utility commission law be amended to allow use of operating 
ratio. This will save expense in rate proceedings and speed up action, 
thereby benefiting the bus-riding public.) 

(6) License plates of interstate carriers be paid for on a mileage-use basis. 
(The annual license fee to be based on the annual fleet mileage within the 

State, in ratio to total annual fleet mileage in all States.) 
Bills on above subjects are being introduced in the legislature. 


Excerrt FROM JOURNAL OF THE HOUSE OF REPRESENTATIVES, STATE OF MICHIGAN, 
FERBUARY 7, 1957 


REPORT OF COMMITTEE ON Bus COMPANY FAILURES 


The house legislative committee studying bus company failures, created by 
House Resolution No. 26 of the regular session of 1956, herewith submits its 
report. 

Following is the title of the resolution creating the committee: 

A resolution creating a special interim committee of the house of representa- 
tives to study the causes of the widespread business failures of bus companies 
supplying local service in Michigan, the extent to which taxation and public 
regulation affect the problem and to report its findings with respect thereto to 
the legislature. 

I. INTRODUCTION 
Formation of committee 

This special interim committee of the house of representatives was formed 
under authority of House Resolution No. 26 and has studied, through investiga- 
tion and hearings, “the causes of business failures of bus companies performing 
intrastate transportation service in this State” and based upon such studies sets 
forth in this report certain findings of fact, conclusions, as well as recommenda- 
tions applicable to “the extent to which public regulation and taxation affect” 
the severity of “the problem” which the committee has found to exist. 


II. STATE OF MICHIGAN TRANSPORTATION POLICY 
A. Findings 
The transportation policy of this State is set forth in section 2, article I, of the 
Michigan Motor Carrier Act (act 254, P. A. 1933, as amended). This act vests 
in the Michigan Public Service Commission authority to regulate for-hire opera- 
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tions of common and contract motor carriers operating in this State beyond the 
exempt areas set forth in section 2 of article V thereof (which in the case of 
common motor carriers of passengers and related traffic, i. e., package express, 
excess baggage, newspapers, and United States mail, is not to exceed 2 miles 
beyond the boundary of a city or village in which local operations are wholly 
carried on, provided such extension shall not be to or into another city or village), 

The transportation policy above referred to as established by this State reads 
as follows: 

“Spec. 2. GENERAL PURPOSE.—It is hereby declared to be the purpose and policy 
of the legislature in enact ing this law to confer upon the commission the power 
and authority to make it its duty to supervise and regulate the transportation of 
persons and property by motor vehicle for hire upon and over the public highways 
of this State in all matters whether specifically mentioned herein or not, so as to: 
(1) Relieve all future undue burdens and congestion on the highways arising by 
reason of the use of the highways by motor vehicles operated by motor carriers; 
(la) protect and preserve the highways and protect the safety and welfare of 
the traveling and shipping public in their use thereof; (2) carefully preserve, 
foster, and regulate transportation and permit the coordination of motor vehicle 
transportation facilities; (3) restrict the useo f the highways by motor vehicles 
operated by motor carrier to those reguired by the convenience of the general 
public; (4) prevent unjust discrimination and insure adequate motor transporta- 
tion service.” 

It will be noted from the above quoted transportation policy of this State that 
the legislature in enacting the Michigan motor carrier law made it mandatory 
that an adequate motor transportation service be developed, insured and 
preserved. 

This committee concurs with the above-quoted transportation policy of this 
State and has proceeded with its study above referred to using that transporta- 
tion policy as its guide in so doing. 

B. Conclusion 

Based upon the findings of fact hereinafter set forth, your committee con- 
cludes that both the local and intercity divisions of the common motor carrier 
bus industry of this State are in dire financial straits and that, if the government 
of this State as well as local units of Government do not take immediate, progres- 
sive, and objective action through the medium of tax relief, the above-quoted 
transportation policy of this State will be thwarted and the public interest de- 
clared in section 1, article V, of the aforesaid Michigan Motor Carrier Act will 
be irreparably injured and eventually destroyed. 


III. NATURE AND EXTENT OF COMMON MOTORBUS INDUSTRY IN MICHIGAN 


The motorbus industry in this State (as in each other State) is commonly de- 
nominated as the transit division (which primarily performs local urban service 
under authority granted by local units of government, but which generally is 
subjected to local taxation and in all cases is subject to taxation by this State) 
and the intercity division which performs, as the name implies, service between 
cities and other communities which service is carried on under authority granted 
by the Michigan Public Service Commission pursuant to the applicable terms and 
provisions of the Michigan Motor Carrier Act and which operations are, in all 
instances, taxed by this State and in many instances by local units of government. 


IV. HISTORY OF COMMON MOTORBUS INDUSTRY IN MICHIGAN 
A. Prewar 

The transit division of the motorbus industry is the outgrowth of the local 
streetcar industry. The intercity division of the motorbus industry is the out- 
growth of the interurban railway system which previously existed in various 
parts of this State. Both divisions of the motorbus industry came effectively 
into existence during the years 1928-31. From 1931 to 1941 each division ex- 
panded greatly in the replacement of the local streetcar and the interurban rail- 
way system in order to adequately meet public convenience and necessity for the 
respective services. 

At the time of the declaration of World War II the Government of the United 
States placed into effect laws, rules, and regulations (a) prohibiting the manu- 
facture of new automobiles (with certain exceptions), the manufacture of motor- 
buses (except upon a rationed basis) ; (b) the rationing of gasoline, fuel oil, tires, 
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parts, and supplies as well as regulations applicable to manpower, wages, and 
prices. 

As a result of the laws, rules, and regulations so imposed, the volume of traffic 
transported by the two divisions of the motorbus industry in this State expanded 
until the years 1946-47, when, as a result of termination of war hostilities, the 
above-described laws, rules, and regulations were either canceled or lessened in 
their severity, only to be subsequently canceled. 

It should be here pointed out that during the war years the motorbus industry 
carried its full share of the heavy tax burden resulting from the prosecution of 
the war. 

B. Postwar 

After World War II had terminated, the motorbus industry (both transit and 
intercity) found itself with equipment and facilities which had to be replaced 
due to extensive use during the war years. This required substantial capital 
investments and in view of the high taxation imposed upon it during the war 
years as aforesaid, the industry had not been able to set aside from earnings 
sufficient funds with which to replace, improve, and expand equipment, terminals, 
garages, and other essential items of operation. Accordingly, extensive credit 
arrangements were made in order to reestablish motorbus fleets. The fundamen- 
tal factors involved in this matter were the same regardless of the size of the 
carrier. Hence, during the years 1946 to 1950 the motorbus industry of this State 
was rehabilitated and was second to none throughout the United States. This 
result was produced through the combined cooperative efforts and objective 
thinking and planning of the Michigan Public Service Commission (insofar as in- 
tercity operations are concerned), local units of government of this State (insofar 
as the transit division of the industry was concerned) and the affected carriers. 

It should be noted that there has been established in Michigan a comprehensive 
system equal of intercity motorbus routes over which individual carriers operated 
pursuant to authority granted by the Michigan Public Service Commission, but 
whose operations are coordinated through the medium of joint-line service so as 
to produce maximum service to the public. These carriers serve the entire 
State and if it were not for their respective services, there would be many areas 
of this State without any form of public transportation of passengers and related 
traffic. Representatives of the traveling, shipping, and receiving public appeared 
before this committee and testified as to the absolute necessity for maintaining 
this service and as to the dire results which would befall this State if such service 
were to be discontinued. 

This testimony was applicable to the transportation of passengers and related 
traffic including package express by motorbus carriers. In addition, witnesses 
appeared and testified before this committee concerning the absolute necessity for 
the maintenance of transit systems within the urban areas of many of the cities 
of this State. 

Notwithstanding the foregoing stated facts, the passenger traffic volume trans- 
ported by both divisions of the motor-bus industry of this State began, during 
the years 1946 and 1947, to decrease and has progressively decreased since that 
time at an alarming rate to such an extent that the future of that industry 
throughout the whole State is now in jeopardy. 


Vv. CAUSE OF PRESENT STATUS OF INDUSTRY AND RECOMMENDATIONS WITH REGARD 
THERETO 


Represenatives of both large and small segments of both divisions of the motor- 
bus industry of this State appeared and testified before this committee at hear- 
ings held at Lansing, and at Iron Mountain. At each of the hearings, each of the 
witnesses was uniform in his or her position with regard to the matter that the 
private automobile is the greatest and most potent competitor which confronts 
the motorbus industry of this State or any other Sate. For insance, the record 
shows that during the year 1946 there were approximately 1,406,000 passenger 
cars registered in the State of Michigan while during the year 1955 that number 
had increased to approximately 2,725,000, or an increase of approximately 97 per 
cent during a 9-year period. 

In addition, the industry representatives appearing before this committee testi- 
fied that not only do the owners of such private antomobiles transport themselves, 
but they likewise transport others under share-the-car ride plans (an aftermath of 
war transportation) or under operations where a fixed tansportation charge is 
exacted from regular passengers 
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It has been brought to the attention of the committee that another factor has 
arisen to plague the operations of both the large and small carriers in both divi- 
sions of the motorbus industry, and that is the illegal and improper use of busses 
owned by schools, school districts, colleges, and universities of this State, in per- 
forming for hire charter operations in competition with existing for hire carriers 
authorized to perform such operations under the provisions of the second proviso 
of section 5, article II of the Michigan Motor Carrier Act as the result of the 
holding of a certificate of public convenience and necessity issued by the Michi- 
gan Public Service Commission under the provisions of said section of the law 
just cited. 

It is here pointed out that by a separate investigation made by this committee 
it has been determined that through the cooperative efforts of the Michigan 
Public Service Commission; the department of education of this State as well as 
the officers and heads of various schools, school districts, and universities of the 
State, substantial steps have been taken to correct this situation. This commit- 
tee recommends that if existing laws be determined to be inadequate to cope with 
the situation, the governmental agency or agencies involved recommend to this 
committee corrective legislation in order that there may be no question about 
the authority of such agency or agencies to take positive action to correct the 
unwarranted and unjustified existing condition. 

Next, the record shows that if it were not for revenue produced by the inter- 
city division of the motorbus industry of this State in connection with the trans- 
portation of package express shipments as authorized by section 5, article II, of 
the Michigan Motor Carrier Act, their operating loss would be just that much 
greater. The classical example of this point is evidenced by the exhibits pre- 
sented to this committee by the Short Way Lines, the second largest intercity 
motorbus carrier operating in Michigan. Its exhibits show that for the year 1949 
its express revenue amounted to $47,889.48. During the succeeding years it in- 
creased that revenue to the extent that during the year 1955 it amounted to 
$92,581.29. 

During the first 8 months of the year 1956 its package express revenue 
amounted ot $63,194.79 equaling 3.12 cents per bus-mile. Its operating loss 
per bus-mile during the same period was 2.79 cents. In other words, if the 
package express revenue of Short Way Lines had been diverted from it, its 
operating loss for the first 8 months of 1956 would have been 5.91 cents per bus- 
mile and it operated 2,026,427 bus-miles during that period. 

Short Way Lines’ net operating losses were $54,560.91 for 1954; $36,591.08 for 
1955: and $56,566.45 for the first 8 months of 1956, which in turn produced oper- 
ating ratios of 106.227; 104.148 and 110.26, respectively. 

The evidence submitted by other intercity common motorbus carriers likewise 
showed the importance of practice express revenue to the maintenance of over- 
all motorbus operations. 

The record before this committee shows that the motorbus common motor car- 
riers operating in intercity service, having developed package express business 
and revenue into a substantial sustaining volume, are now confronted with a 
series of applications filed with the Michigan Public Service Commission where- 
under certain freight carriers (common carrier restricted or contract) seek 
authority of said commission which, if granted, would put such carriers into a 
most favorable position to divert such traffic. The consequences of such diver- 
sion to the overall operations of intercity common motorbus carriers is self- 
evident. It is recognized that every motorbus carrier in this State is entitled to 
the greatest protection possible against diversion of revenue which is vital and 
essential to the maintenance of overall operations and service to the traveling, 
shipping, and receiving public of this State. 


V. EXISTING SPEED LIMITS AND RECOMMENDATIONS 


Testimony shows that existing speed regulations applicable to the operation 
of motorbuses by the intercity division of the motorbus industry are antiquated 
and need revision. 

Under section 627 of the Michigan Motor Vehicle Code it is made mandatory 
upon the Michigan Public Service Commission to prescribe by rules and regula- 
tions maximum speeds for motorbuses operated by intercity motorbus carriers. 
In fact, the provision of the law cited reads in part as follows: 

“(c) Subject to the provisions of paragraphs (a) and (b) of this section, and 
of any speed regulations established pursuant to sections 628 and 629 of this 
chapter, the Michigan Public Service Commission is empowered, and it shall be 
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its duty, to prescribe, by rules and regulations, maximum speeds for vehicles 
operated under a certificate or permit issued by said Michigan Public Service 
Commission, which maximum speeds shall be graduated according to the sizes 
and weights of vehicles in such manner that the operation of said vehicles will 
not jeopardize the use of the highway by the general public for highway pur- 
poses.” (Italics supplied.) 

Under the authority vested in the commission, it did prescribe allowable speed 
limitations by promulgating rule 40 of its rules and regulations. Subparagraph 
(a) of rule 40 prescribed by the commission provides the allowable maximum 
scheduled speed in miles per hour as follows: 

Roads 18 feet wide, 40 miles per hour; 18 feet and up to 3-lane width, 45 miles 
per hour, and roads 3 lanes and wider, 50 miles per hour. 

It is recommended that the Michigan Public Service Commission study its 
regulations above referred to so as to make existing speed regulations applicable 
to private automobiles equally applicable to the operation of motorbuses by the 
motorbus industry. This recommendation realizes, of course, the right and 
authority of local units of government to impose reduced speed limits within their 
respective boundaries. The basis for this recommendation is that with the great 
number of automobiles on the highways of this State today, and recognizing 
the advanced improvements and recognizing the advanced mechanical improve- 
ments in the construction and operation of motorbuses together with the strict 
safety regulations applicable to the equipping of such buses and the qualifications 
of the drivers thereof, there may be no justification to require that segment 
of the public which elects to travel in private automobiles. By the same token, 
antiquated speed regulations applicable to the operation of motorbuses only 
accentuate in a greater degree the inability of the motorbus to effectively compete 
with the private automobile. 

VII. MUNICIPAL OPERATIONS ARE SUBSIDIZED BY LOCAL GOVERNMENTAL UNITS AND BY 
STATE AND FEDERAL GOVERN MENTS 


The city of Detroit, through its department of street railways, conducts an 
exclusive transit motorbus service within its borders. It also serves certain 
adjacent suburbs in intercity service. In the past it served other cities within 
the metropolitan area of the city of Detroit only to withdraw that service with 
the result that private industry picked up where the city of Detroit left off and 
has continued to render that service. 

No privately owned motorbus company is allowed to conduct a completely 
urban transit motorbus service within the city limits of Detroit. Notwithstand- 
ing this fact, certain intercity bus lines, which are authorized by the Michigan 
Public Service Commission to operate between Detroit and other cities located 
in Michigan and performing intercity service, are required by the city of Detroit 
to pay substantial mileage fees when, as a matter of fact, such operations within 
Detroit are almost exclusively over Federal and State-aid highways. Lake Shore 
Coach Lines which operates between Detroit, the several Grosse Pointe com- 
munities and St. Clair Shores, Mich., pays the city of Detroit approximately 
$6,000 per year and yet it is prohibited from performing any intracity operations 
within the city of Detroit. In other words, the passengers transported by Lake 
Shore must originate at or be destined to points outside the city of Detroit when 
transported by Lake Shore Coach Lines into and out of the city of Detroit. 

Recently there has come to the attention of this committee the fact that a 
move is underway whereby a given local transit carrier would ostensibly lease 
its operation to a given city for the purpose of avoiding all taxation except 
Federal income tax on net earnings. This situation recently occurred in the city 
of Jackson. In connection therewith, the Michigan Publie Service Commission 
permitted a certificate theretofore issued to Jackson City Lines, Inc., a Michigan 
corporation, to be transferred to the city of Jackson (see Michigan Public 
Service Commission bulletin dated December 31, 1956, file No. P—4856, application 
dated November 26, 1956, and resuiting applicable order). This transfer was 
permitted notwithstanding the fact that the Michigan Motor Carrier Act exempts 
bona fide operations of motor vehicles operated by a city (see section 2 
article V, Michigan Motor Carrier Act). 

Unless other transit and intercity companies are similarly exempted from taxa- 
tion, unfair competition exists. For instance, the department of street railways 
of the city of Detroit does not pay— 

(a) State of Michigan license plate weight tag fees (it does pay a 50-cent 
State cost of manufacturing plates used by it), and it is assumed that the city 
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of Jackson does not pay or does not propose to pay like fees in connection 
with the buses purported to be leased by it, but in fact owned by the local 
operator who previously did pay such license fees. For-hire and intercity 
carriers are required to pay license fees totaling approximately $250 to $400 
per bus per year to the State of Michigan. The competitive advantage of 
an operation such as the department of street railways of the city of Detroit 
against private industry is emphasized when it is recognized that the depart- 
ment of street railways of the city of Detroit operates approximately 1,500 
buses. 

(b) Gasoline or fuel oil tax. It is estimated that the department of street 
railways of the city of Detroit saves approximately $1,170,000 per year by not 
being required to pay this tax. However, the transit and intercity divisions 
of the motorbus industry of this State operated under private ownership, are 
required to pay both Federal and State gasoline and fuel oil taxes. 

(c) Federal income tax, etc., and State franchise taxes, etc., and Michigan 
Public Service Commission mileage fees. Notwithstanding the fact that 
city-owned or operated lines are not required to pay these taxes, private 
industry rendering a like service is required to pay all of them. 

Recommendation 


In order to preserve motorbus transportation service in this State and in order 
to avoid possible subterfuge effected through the medium of leasing of motorbuses 
to a given city by the operator of these buses formerly operated under a franchise 
granted to such carrier by the city involved, it is the recommendation of this 
committee that— 

(a) Private industry performing local transit or intercity motorbus trans- 
portation service in this State be granted tax relief by local governmental 
units of this State and by this State to the same extent as such relief is 
granted to bona fide municipal operations by specifically relieving the 
gasoline tax and diesel fuel tax ; weight tax, and that portion of the Michigan 
Public Service Commission mileage tax not used to defray the cost of operat- 
ing said Michigan Public Service Commission (this course has been followed 
in certain other States) ; or 

(b) A formula be established so as to provide a net operating ratio which 
is reasonable and fair after payment of all taxes, provided, however, that 
no such private carrier may be permitted under such formula to take tax 
credits in establishing such operating ratio in excess of the total amount of 
all taxes paid by it to local units of government of this State and to this State 
(which formula may be established upon a tax accrual basis, the tax, if any, 
to be paid upon the determination of a given carrier’s operating ratio after 

making provision for the payment of all taxes). The operating ratio ap- 
proach to the problem has been put into effect in the District of Columbia. 


VIII. BASIS FOR RECOMMENDED TAX RELIEI 


Testimony showed that the motorbus industry of this State is operating a de 
pressed business in an inflated economy and cannot pass on iner 
its traffic. 
The record made in this investigation specifically showed: 
1. That, as above stated, since the resumption of 


ased costs to 


the production of private 
automobiles following the close of World War II, t] 
ported by both the transit and intercity divisions of 
Michigan has continuously declined to suc 


li ¢ re ‘ { that toa i 
operations of many Carriers and the service which they render to the public a 
in jeopardy. For instance, in Flint, Mich., passenger volume in 1946 was 25, 
200,000 while during the 12 months ended in June 1956 the number of passengers 
transported had reduced to 10,200,000. In grand Rapids the numb f ssen 
gers transported had reduced from 24,700,000 in 1946 to 9,900,000 in 1955 re 
duction of approximately 60 percent, while in Lansing the volume decreased 
from 13,400,000 in 1948 to 100.000 in 1955 In Rattle Creek the number of 
passengers transported in 1946 was 8,323,000 while in 1954 that number had 
dropped to 3,900,000. In addition, hy way of illustration, in Battle Creek the 
company operated in 1946 27 buses am mploved 79 employees while in 1954 it 
operated 20 buses and had 37 employees. The witness testifying on behalf of the 
battle Creek Coach Co. stated “Any further economy results in no service.” The 


reduction in passenger traffic volume is common both in the Lower and Uppe 


Peninsulas of the State of Michigan insofar as percentage reduction 


is con- 
cerned 


» 


2. The operating expenses per bus-mile of the carriers have skyrocketed whil 
at the same time the revenue per bus-mile has dropped drastically. 
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3. Labor costs which represent the greater portion of the carriers’ expenses 
have risen approximatly 67 percent as to all employees while drivers’ wages have 
risen in excess of 100 percent; fuel costs have risen by 56 percent while taxes on 
fuel have risen 133 percent. Cost of insurance have increased approximately 
45 percent; operating taxes have increased approximately 64 percent while 
cost of tires have increased approximately 97 percent. 

Buses which cost approximately $17,000 in 1946 cost approximately $54,000 
today. 

4. That in order to attempt to stop diversion of traffic from buses to the pri 

vate automobiles , the motor carriers in Michigan acquired new buses, estab- 
lished new terminal facilities as well as maintenance facilities, increased fre 
quency of service. However, such action did not stem the downward trend of 
loss of passenger traffic. As a result, the passenger revenue per bus-mile con- 
tinued to decline in a drastic manner. 
5. Rate relief was granted by local units of government and by the Michigan 
Public Service Commission, The carriers have been permitted to increase their 
rates. However, all industry representatives appearing befor this committee 
uniformly agreed that every time rates are increased additional traffic is di 
verted to the private automobile. Hence, they have uniformly resisted in- 
creasing rates except as a last resort, recognizing that there is a ceiling on rates 
and a floor on service. 

6. As a result of lost passenger traffic volume, both divisions of the industry 
throughout the entire State have found it necessary to abandon routes and 
reduce service on remaining routes. In the transit division of the motor bus 
industry of this State, in many instances, it has discontinued night, Sunday, 
and holiday services. Notwithstanding the foregoing steps having been taken, 
passenger revenue per bus mile and overall passenger revenue have continued 
to decline in a drastic manner. The end result produced as a result of the fore- 
going stated facts has been in certain instances the total discontinuance of opera- 
tions (the Shubat Bus Co. at Iron River is a classic example). 

It is the intent, purpose, and objective of this committee to do whatever it can 
in recommending to the legislature of this State that immediate steps be taken 
to grant the motorbus industry of this State tax relief in order to preserve the 
portions of the industry which remain in order that the transportation policy of 
this State and this legislature may be maintained and attained. 

7. The intercity division of the motorbus industry of this State has concen 
trated on the development of other revenue such as revenue derived from the 
transportation of package express, newspapers, United States mail, and the 
rendition of extensive charter service. The revenue thus produced as herein- 
before stated, has proved to be the difference in many cases between continued 
or discontinued operations Ience, the necessity of preserving that revenue to 
the motorbus industry and taking such steps as is necessary to prevent the diver- 
sion of it from the motorbus industry to another industry. 

8. Operations in both the transit and intercity divisions are made more com- 
plex when it is recognized that the carriers must maintain sufficient equipment, 
maintenance faciilties and personnel to meet peak-hour demands for service, both 
in the morning and evening of Mondays through Fridays, inclusive, of each 
week (insofar as transit and suburban intercity operations are concerned) and 
weekends and holidays (insofar as the over-the-road intercity carrier is 
concerned ), 

The witnesses before this committee stated that the intercity operation had 
become largely a weekend operation (insofar as volume of traffic is concerned ) 
and yet these companies are required to give service 7 days a week, week in 
and week out, on a year-round basis in order to properly serve that portion of 
the traveling public desiring to travel by motorbus. 

In addition, the testimony shows that Michigan traffic is highly seasonal in 
that during the summer vacation months the volume of traffic increases sub 
stantially and again the weekend problem confronts the industry. This being 
so, the carriers are required to maintain sufficient equipment and personnel to 
meet the peak demands for service weekdays, weekends, Summer months, and 
winter months. 

9. Michigan presents difficult problems insofar as maintenance of transporta- 
tion service is concerned. There is very little through traffic moving by motor- 
bus carrier. Nearly all interstate traffic either originates in or is destined to 
Michigan points. Accordingly, that situation adversely affects the operating 
costs and expenses of the carriers involved. 

Approximately 30 percent of the land area and 90 percent of the population 
of the State of Michigan are located south of town line 16 in the Lower Penin- 
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sula of the State which runs east and west approximately from Bay City to 
Ludington, Mich. Notwithstanding this fact, the population of this State re- 
siding north of townline 16 is equally entitled to good transportation service 
as is the population residing south of that line. The record shows that except 
for certain instances where operations have been terminated because of loss 
of business, equally good service is maintained through the entire State at the 
present time. Every possible thing must be done in order to attempt to maintain 
that service. 

The revenue per bus mile derived from operations in the southern densely 
populated portion of the State helps in large part to sustain operations in the 
less densely populated northern portion of the State. 

10. There is a mutual dependence upon the main-line and feeder-line operators, 
The small feeder-line feeds the main-line operator and vice versa. Termination 
of operations of either seriously and adversely affects the other and the service 
which they are able to render to the traveling public of this State. 

It seems obvious to this committee that the facts of record before it, as here- 
inbefore reterred to and summarized, show that management of both divisions 
of the motor bus industry in this State is not responsible for the serious situa- 
tion which the industry now finds itself in and which it has been in for some 
time past. We will not repeat what has heretofore been said. Tlowever, we 
think it most important to point out that the Michigan Public Service Commis- 
sion has made an independent examination of the situation and its representa- 
tives testified before this committee in part as follows: 

1. That since the close of World War II and the Korean war, and upon 
resumption of the production of private automobiles and the lifting of gas and 
tire rationing, the number of passengers transported has continually declined 
while the carriers have experience continued increased costs of operation. The 
private automobile continues to be an important factor in obtaining more and 
more of the short-haul traffic, with the airlines and railroads taking a portion 
of the long-haul traffic. 

2. That the carriers have been able to increase their charter coach, package 
and parcel express, newspaper and mail traffic, and that without this additional 
isiness and revenue, they could not have maintained their operations. 

3. That the carriers in general have reduced and suspended service on certain 
routes and have made every effort they know of to reduce their operating costs 
ithout jeopardizing service to the publie. 

4. That in addition to other costs of operation, the carriers have experienced 
substantial labor and equipment costs. 

». That the carriers have proportionately increased their fares on interstate 
traffic. 

6. That in order to attract new traffic and retain present traffic the carriers 
have had to go to more modern and larger equipment. 

7. Exorbitant salaries have not been paid in the motorbus industry. 

8. The Michigan Public Service Commission has found school buses perform- 
ing illegal charter operations; has stopped those which it has found to be 
operating illegally and has prosecuted the operators thereof. 

9. That the transit and intercity divisions of the motorbus industry in the 
State are equally important and they both must be maintained. 

Respectfully submitted, 

Representative JAMES GOULETTE, Chairman, 
Representative Roy H. BrigHamM 
Representative Louris MEzzANo 
Representative WILLIAM R. CoPpELAND 
Representative Vernarp E, Horn 


REPORT OF GOVERNOR'S TRANSIT STUDY COMMITTEE, STATE OF 
IOWA, DECEMBER 1956 
Committee Members: Charles A. Kintzinger, D. C. Nolan, Don A. Petruccelli, 


Oran M. Roe, L. A. “Pat” Touchae, Harold A. Travers, Joseph Van Dreser, 
Robert G. Walker, John M. Ropes, Chairman 


IOWA STATE COMMERCE COMMISSION, 
Des Moines, December 18, 1966. 
My Dear GoverRNoR HorGH: On January 27 you appointed Hon. D. C. Nolan, 
Hon. Don A. Petruccelli and Messrs. Charles C. Kintzinger, Oran M. Roe, L. A. 
Touchae, Harold A. Travers, Joseph Van Dreser, Robert G. Walker and John 
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M. Ropes (chairman) as a special committee to study the problems of intracity 
transit companies in Iowa. On behalf of the committee I am pleased to submit 
herewith our report and recommendations. 

The committee has made an extensive study of the problem and augmented 
its research with surveys of local conditions in Iowa municipalities, investigated 
actions by other States and the Federal Government, conducted a public hearing 
in Des Moines on October 3, 1956 (attended by 128 municipal officials, chambers 
of commerce officials, representatives of labor organizations, transit company 
officials, representatives of school and other interested citizens), and held addi- 
tional committee meetings. The committee acknowledges with thanks the assist- 
ance of the institute of public affairs at the State University of Iowa in compiling 
the data collected by the committee and the assistance given in drafting this 
report. All conclusions and recommendations presented here are, of course, the 
sole responsibility of the committee. 

The committee is seriously concerned with the enormity of the problems con- 
fronting this important industry. We have prepared our recommendations with 
a keen awareness of the alternatives to private operation of this industry. If 
these alternatives are to be avoided, it seems clear to us that definite action will 
have to be taken by the forthcoming session of the Iowa General Assembly. 

The report and recommendations as submitted reflect the unanimous views of 
the committee, and we respectfully present them with the hope that every action 
will be taken to enhance public understanding of the problems and to encourage 
careful consideration and decisive action by the general assembly in 1957. 

Respectfully submitted. 

JOHN M. Ropss, Chairman. 


FINANCIAL CONDITION OF URBAN MASS TRANSIT IN IOWA 


It is well known throughout the Nation that urban mass transit is a sick 
business. Iowa is no exception. Indeed, the illness is so pronounced in this 
State that the business will die unless strong remedial measures are taken. 

What is the nature of this illness? And why is survival of this particular 
private business so important to the public? If urban transit has fewer and 
fewer customers year after year, why should the general public be concerned 
with its continued existence? And assuming that the public should aid this 
business to become healthy, what can be done to bring this about? 

But first let us determine the condition of urban mass transit in Iowa. 

In 1956 there are 16 communities in Iowa that are attempting to keep their 
transit companies alive: Ames, Burlington, Cedar Rapids, Clinton, Council 
Bluffs, Davenport, Des Moines, Dubuque, Fort Dodge, Iowa City, Keokuk, Mar- 
shalltown, Mason City, Ottumwa, Sioux City, and Waterloo. The estimated 
population served in these communities in 1940 was 774,000; by 1950 the popu- 
lation served was approximately 889,000—about one-third of the State’s entire 
population. 

Operating data are not available for all 16 of the transit companies—many 
have changed hands several times since 1946—but data are available for Burling- 
ton, Cedar Rapids, Davenport, Des Moines, Dubuque, Fort Dodge, lowa City, 
Ottumwa, and Sioux City, and these data reveal in dramatic fashion just what 
is happening to urban mass transit in the State. 

In 1946 the transit companies in these 9 cities operated 17,607,669 miles and 
carried 103,968,808 revenue passengers—5.90 passengers for each vehicle-mile 
operated. By 1955 the revenue miles operated had declined to 10,390,951: a 
decline of 40.99 percent, but the revenue passengers carried had dropped by 
69,495,321 to a low of 34,473,487: a decline of 66.84 percent in 9 years. Between 
1946 and 1955 the relation of passengers carried to miles operated dropped 
from 5.90 passengers per vehicle-mile to 3.82 passengers per mile, or 2.58 fewer 
passengers for every vehicle-mile operated. 

These figures represent a composite for the nine cities. By dividing the cities 
into two population groups, the plight of transit companies in the smaller cities 
is even more apparent. In 1946 the large cities of Cedar Rapids, Davenport, 
Des Moines, Dubuque, and Sioux City carried 90,189,703 of the total 103,968,808 
revenue passengers; and the smaller cities of Burlington, Fort Dodge, Lowa City, 
and Ottumwa carried 13,779,105. By 1955 the passenger count for the larger 
cities was 30,381,039, a decline of 66.31 percent; and for the smaller cities 
+,092,448, a decline of 70.30 percent. 

Passenger revenue has shown a similar decline in these 9 cities—a decline 
from $7,244,000 in 1946 to $5,074,700 in 1955—for a loss of 29.95 percent. And 
this revenue loss was incurred in the face of increased fares. 
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REVENUE PASSENGERS 
LARGER CITIES 


196 | 9,189,703 


1950 [62,754,990 =30.42% from 'l6 


= 9.57% from SO 


1951 [56,746,493 -37.08% from 'k6 


-14.77% from '51 
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Average of smaller cities total passengers PERCENT 
of average of 5 larger cities 
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Passenger revenue in transit companies in 10 Iowa cities 


City 1946 
Burlington $251.8 
Cedar Rapids 541. € 
Clinton 216.8 
Davenport 1, 064, 2 


Des Moines 3,3 
Dubuque... 
Fort Dodge 
Iowa City } 111.3 
Ottumwa 

Sioux City- 


Total 


Percent change 


Percent change from 1946 


Source: Data presented 


3, 1956, table D. 


to Governor’s 


City 194¢ 
Larger cities 
Des Moines 14. 678 
Sioux City. ] 1.2 
Davenpo 12, 717.7 
Cedar Rapid : 10, 694.1 
Dubuque. 8. 198. 4 
Total 90, 189. 7 
Smaller citic 
Ottumwa Ol 
Burlingt 4, O71. 
lowa Ci 91 7 
Fort Do 74. ( 


Vehicle revenue-mile 


City 1946 


Larger cities: 
Des Moines_... ; ‘ 7, 602. 4 





Sioux City....... 2, 720.0 
) ivenport 2, 196.3 
Cedar Rapids..-...--- 1, 398. 7 
Dubuque 1, 260.9 

a 15, 178. 3 

Smaller cities: 

Ottumwa..-_.- 746.8 
Burlington aiid 891.4 
Iowa City.......- : 375. 1 
Fort Dodge slate ie 416.1 


Total » intr Geieesacl 2, 


Total 9 cities 


Source: Data presented to Governor’s 


1956, tables B and C. 
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1951 1952 
$229. 5 $240. 0 
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Operating income of transit companies in 16 Iowa cities 
Operating income (loss) before income 

| taxes 
City = : Y e 
| | 
| 1953 1954 | 


| | —_ 


| 
279 | 


918 | 
384 | 


Ames | $1, 
Burlington | 29, 
Cedar Rapids 105, 
Clinton | (7, 


$157 | 
13, 260 | 


75, 





(15, 356) 
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Present transit fare structures in 16 Iowa cities 


| Date effective 


Adult 


‘ash Token Cash 


15 | 8 for $1 


Student 2 


Token 


10 for 95 cents. 


Burlington 
U¢ w Ra { 
Clintor ; | Nov 7 
| Bluffs 
Davenport 

Des Moines Mar 


3 for 50 cents 





15 

Coun 15 5 10 for 75 cents. 
5 for 95 cents 10 Weekly pass 

(weekly pass 85 cent 

$3) 
7 for $1 8 | 14 for $1.. 8 
4 for 50 cent 10 | 10 for 75 cen . 

do | | 


1 


) 22, 1953 15 
,1951 15 

195¢ 15 
, 1955 


Dul July 14 for $1 
] Oct. 21 
Towa City Sept. 1 
Keoku! Jan. l cents 
Marshalitow1 10 
Mason City 
Ottun wa. 
Sioux City 
Waterloo 


1954 I 2 for 25 cent 
1955 ] 7 10 
1u 


10 15 


10 10 


I 
fh 20 3 for 50 cents 


vears of age 


through high 


! Generally under 12 


2 Usually over 12 years 


school and requires an identification card. 


ol age 


Source: insit Fares, ATA, through Sept 1956, and Iowa Transit Association. 


CAUSES OF FINANCIAL DECLINE 

Perhaps the main cause of the decline in the volume of passengers carried by 
transit companies is “inconvenience.” And this inconvenience may be traced 
directly to competition from private automobiles and the resultant traffic con- 
gestion, reduced service, fare increases, and sometimes inadequate and out- 
dated equipment. Of course, there are other causes—the movement of people 
to suburban areas where it is difficult to provide efficient service, the trend to- 
ward home recreational facilities such as television, and the advent of the 5-day 
workweek. 

What are the “inconveniences” of public transit? First of ali, the potential 
passenger must go some place to board a vehicle: It is quite obvious that public 
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vehicles cannot stop at each doorstep to pick up passengers. But after a pas- 
Senger gets to a fixed boarding point he faces the further inconvenience of 
having missed his vehicle, the vehicle may be off schedule, and very likely he 
will have to stand up all the way to his destination. 3ut the greatest incon- 
venience may come later when his vehicle is caught in traffic snarls as it ap- 
proaches the downtown area—traffic congestion on streets designed for the 
movement of people and goods, not for the storage of automobiles. 

These are some of the inconveniences that have caused more and more people 
to give up using public transportation and to provide their own. And this only 
further complicates the traffic problem and convinces more people that private 
transportation is the solution. 

The resulting loss of passengers forces the transit companies to curtail sery- 
ice, use old equipment, and increase fares, and these actions in turn lose more 
passengers, who in turn may go to private transportation and increase the traffie 
problem. Indeed, a rule-of-thumb measurement in the transit business is that 
for every 1-percent increase in fares there is a one-fourth of 1-percent decline in 
passengers. And the cycle continues. 

Automobile registrations in the counties in which Burlington, Cedar Rapids, 
Davenport, Des Moines, Dubuque, Fort Dodge, Iowa City, Ottumwa, and Sioux 
City are located increased from 160,054 in 1946 to 293,142 in 1955—an increase 
of 83.15 percent. While it may not be possible to show a direct relationship, it 
is significant that transit passenger revenue in those same cities showed a 29.95- 
percent decline during the same period. 


Automobile registrations in 9 Iowa counties with urban transit systems 





4 19 l 1 5 1954 195 
Total for State of lowa 624, 674 | 880, 491 898, 032 | 885,382 | 913,148 | 926, 210 970, 787 
Percent change +40. 95 +1. Of 1.41 +-3.14 43 +4. 81 
Percent change from 1946 +40). 95 4-43. 7¢ +-41.74 +46. 18 +48 97 +-55. 41 
Total for 9 counties below 160, 054 245, 406 55, 182 257, 342 270, 305 273, 539 293, 142 
Percent chang: f 3. 98 0. 85 04 1. 20 17 97 
Percent change from 1946 +53. 33 +59. 43 +60. 78 LAS. 88 4-70, 90 $83.15 
COUNTY AND CITY 
Polk—Des Moines 42,791 68, 742 72, 615 77, 661 79, 829 87, 165 
Woodbury—Sioux City 21, 836 32, 169 33, 664 34, 900 34, 663 36, 133 
Scott— Davenport 35, 707 ‘ $6}, 837 38, 604 37, 843 41, 014 
Linn—Cedar Rapids 33, 933 3 36, 372 38, 130 39, 418 42 ORS 
Dubuque— Dubuque 19, 561 20, 28 0, 138 21, 243 1, 490 22, 599 
W apello—Ottumwa 13, 354 14, 188 14, 232 14, 639 4, 681 15, 830 
Des Moines—Burlington 9, 952 14, 240 14, 925 15, 528 16,119 15, 752 | 16, 063 
Johnson—Iowa City 8, 183 12, 859 12, 913 12, 56: 12, 919 13, 369 14, 226 
Webster—Fort Dodge ¥, 041 14, 841 15, 422 16, OOM », 404 17,127 





Source: Data presented to Governor’s Transit Study Committee by Iowa Transit Association, Oct. 3, 
1956, table H. 
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Per mile cost of congestion-slowed transit operation 


Drivers hourly wage (straight time—no overtime or fringes) 
A verage speed 


$1.00 $1.30 $1.40 $1.50 $1.60 $1.70 | $1.80 $1.90 
Miles per hour Cents Cents Cents Cents Cents Cents Cents Cents 

9.0 11.1 14.4 15.6 16.7 17.8 18.9 | 20.0 21.1 
9.2 10.9 14.1 15.2 16.3 17.4 18. 5 | 19.6 20.7 
0.4 10.6 13.8 14.9 16.0 17.0 18. 1 19. 1 20. 2 
9.6 10. 4 13 14. 6 15.6 16.7 17.7 18.8 | 19.8 
9.8 10.2 13.3 14.3 15.3 16.3 17.3 18. 4 19.4 
10.0 10.0 13. 0 14.0 15. 0 16. 0 17.0 18.0 19.0 
1.2 8 12 13.7 14.7 15.7 16.7 17.6 18.6 
10.4 9.6 12.5 13.5 14.4 15. 4 16.3 | 17.3 18.3 
10.6 9.4 12.3 | 13.2 14.2 15.1 16.0 17.0 17.9 
10.8 9.3 12.0 13.0 13.9 14.3 15.7 16.7 17.6 
11.0 9.1 1.8 12.7 13. 6 14.5 15.5 16. 4 17.3 
11.2 8.9 11.6 12.5 13. 4 14.3] 15.2 16.1 | 17.0 
11.4 8.8 11.4 12.3 13. 2 14.0 14.9 15.8 16. 7 
11.6 S.6 11.2 12. 1 12.9 13.8 14.7 15. 5 16. 4 
1.8 8. § 11. 11.9 12.7 13.6 14.4 15.3 16.1 
12.0 8.3 10.8 11.7 12. 5 13.3 14.2 | 15.0 15. 8 
12.2 8.2 10.7 11.5 12.3 13.1 | 13.9 14.8 | 15. 6 
12.4 8.1 10. 6 11.3 12. 1 12.9 13.7 14.5 15.3 
12.6 7.9 19.3 11.1 i1.9 12.7 13.5 14.3 15.1 
12.8 7.8 10.2 10.9 11.7 12. 5 13.3 14.1 14.8 
13.0 7.7 10.0 10.8 1] 12.3 13. 1 13.8 | 14.6 


Fringes, such a eport an 1 turn in time, overtime premium, vacations, guarantec d time, penalty time, 
lunch relief, group insurance, family transportation, pensions, uniform allowances, etc., all add to the cost 
of a productive hour. 

Source: Data presented to Governor’s Transit Study Committee by Iowa Transit Association, Oct. 3, 
1956, table G 


THE PusLic’s STAKE IN URBAN Mass TRANSIT 


Why should the economic well-being of a privately operated transit company 
be of concern to the general public? It might seem at first glance that this is 
a problem for the residents of 16 cities, but not for the rest of the State. Peo- 
ple from rural areas seldom use the local transit facilities. When they visit 
the cities they drive their private automobiles. But they don’t always find 
parking space because the residents of the cities have driven their own auto- 
mobiles to the business district and parked them. And as for city residents, 
it is estimated that about 50 percent are dependent on public transit facilities 
school children, the aged, women shoppers who are responsible for about 70 
percent of all purchases and two-thirds of whom do not drive. 

There are, of course. alternatives to saving private urban mass transit. It 
can die and the central business districts—areas that pay about 35 percent of 
the local property taxes—-can follow suit by traffic strangulation. Or the mu- 
nicipalities themselves can take over the operations, as some have the electric 
utilities. There is, of course, an important difference between a bus operation 
and an electric utility operation. All electric utilities charge a minimum rate 
whether current is used or not and can assure themselves of operating ex- 
penses. But how can a bus operation charge all users a minimum monthly rate? 
The only way to guarantee public operation would be through an outright sub- 
sidy financed by the levy of a property tax. 

lowa has had no experience in the public operation of transit systems, but 
we can cite the experience of the city of Janesville, Wis. In a report to the 
Wisconsin Governor’s Commission on Urban Mass Transportation, the city 
manager of Janesville states: “Operating losses for 25 months (June 1. 1952, 
to June 30, 1954) amounted to $18,201. No overhead and no depreciation on 
equipment has been charged. More than $16,000 of this loss was incurred prior 
to the fare increase. During the 9 months (September 1953 through June 1954) 
under the new fare schedule, operating losses have amounted to slightly more 
than $2,000. The capital costs total approximately $71,000, including $17,090 
for the 11 buses, parts, and garage equipment taken over from the company, 
$20,000 for a garage building, and $34,000 for 4 new buses. An additional 
$46,000 will be paid during the fall of 1954, when 5 more new buses are de- 
livered.”’ 

The experience of other cities in municipal ownership of their transit systems 
is reflected in the accompanying table. In 1955, 12 of the 18 cities with 
municipal operations reported expenditures in excess of receipts. 


926 FAIR LABOR STANDARDS ACT 


Finances of city operated transit systems in cities over 25,000 population: 1955 


[Thousands of dollars] 
Ey ; 
I ng-term 
( . R enue aebp t- 
I l ( ( 1 | Interest tanding 
it] ( ebt 
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The lowa Legislature has authorized two methods by which municipalities 
could act to relieve their transit problems. Under chapter 196, Laws of the 
Fifty-sixth General Assembly, municipalities may purchase existing transit 
systems. This legislation requires a vote on two separate issues—purchase of 
the transit system, and isuance of bonds for the purchase—and 60 percent of the 
vote must be in favor of the propositions. It is the considered opinion of 
municipal and transit officials that such a majority would be almost impossible 


to obtain under present conditions. 

Cities may also levy a \% mill tax to subsidize transit operations (ch. 
195, Laws of the Fifty-sixth General Assembly), but this also requires an 
election and a 60-percent majority in favor of the proposition. 

This chapter would appear to be virtually unworkable for the following 
reasons: Section 1 provides that the taxing district to be set up under the 
act “shall be composed of all the area within the city where the principal office 
of the company to be aided is located, plus all the area of any other city or 
town through, or along all routes traveled by the vehicles of such transportation 
company.” Section 2 of the act requires th ran election 
on the proposition shall contain, among other things, the location of the lines 
of travel of the vehicles of the company for which it is proposed to vote the tax 
and any other condition which must be performed before any part of the tax 
may be paid. These conditions in effect mean that the nature and extent of 
service to be offered in the future must be fixed, and if a particular route were 
found to be unnecessary and unprofitable it could not be discontinued except 
upon the calling of another election. Similarly, it would appear that service 
could not be added except upon authorization by the voters. 

Finally, it is unlikely that a % mill tax would be of much value to a 
transit company in financial straits. For example, the assessed valuation of all 
property in the area served by the Waterloo Transit Co. is as follows: 
Waterloo, $99,061,673; Cedar Falls, $14,355,161: Evansdale, $2,095,128: Castle 
Hill, $486,038. A 14 mill tax in each of these communities would raise $12,500, 
$1,500, $262.50, and $60, respectively, or a total of $14,322.50. The Waterloo 
Transit Co. is losing in excess of $15,000 a year, and even if this entire subsidy 
were paid it would not be enough to make up the deficit. And, of course, 
under such a subsidy, the “parent” city would have to pay most of the subsidy 
to provide transportation for the suburban communities. 

In addition, the committee raises the question of what might happen if one 
of the separate incorporated areas serviced by a transit company would vote 
against levy of the tax or changes in service? Could such a negative vote by 


[ 
+? t 
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t the petition calling 
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one community keep a parent community from protecting its transit service, or 
would such a vote merely mean that the community voting against the proposi- 
tions would not be entitled to transit service? Either answer obviously provides 
no constructive solution to the problems. 


ORSERVATIONS OF MrNIcIPAL OFFICIALS, TRANSIT EMPLOYEES, CHAMBERS OF COM- 
MERCE AND TRANSIT OFFICIALS REGARDING URBAN MASS TRANSIT 


In carrying out the functions assigned the committee, four surveys were 
made through the office of the Iowa State Commerce Commission. The four 
survey areas included city officials of Iowa’s major cities, transit company 
officials, street electric railway and motor coach employees and chambers of 
commerce in these cities.. The committee feels that the response was most 
gratifying and expresses its thanks to the persons who provided data in the 
areas concerned. In addition to these surveys, the committee held a public 
hearing in Des Moines on October 3, 1956. One hundred and twenty-eight 
persons representing the industry, municipalities, chambers of commerce, labor, 
and schouol systems attended In general, the comments made at the public 
hearing reflected the same viewpoints expressed in the questionnaire responses. 
(A transcript of the proceedings of the public meeting is on file in the office 
of the State Commerce commission. ) 


SUMMARY OF OBSERVATIONS OF MUNICIPAL OFFICIALS 


Public transit plays a vital role in the life of every major city in Iowa. To 
lose the services of intracity mass transportation would seriously cripple these 
communities in terms of their economic and business life, in terms of their edu- 
cational systems and in terms of essential services to the aged. Municipal 
officials are keenly aware of the necessity for service of a high caliber and are 
deeply concerned about the problems confronting the industry. 

In most of the cities surveyed traffic congestion during rush hours in the 
business districts causes a slowing down of transit vehicles. Municipal officials 
are aware of this fact largely as it is related to the general traffic problems of 
their communities. Most officials report that their efforts to alleviate congestion 
have not been directed specially to assistance for buses but rather have been 
aimed at the overall problem. Efforts to assist mass transit have been therefore 
a byproduct. 

Che following steps have been taken by some of the communities in efforts 
to relieve congestion: 

1. Relocated bus stops. 
2. Eliminated angle parking. 
3. Prohibited parking during rush hours. 
+. Extended radius on sharp corners of bus routes. 
5. Restricted parking on both sides of streets. 
6. Eliminated turns on certain streets. 
Installed central loading zones in the business district. 
s. Provided for traffic lanes in the business district. 
9. Installed pedestrian push-button automatic signals at schools. 
10. Installed one-way street system in the business district. 
11. Synchronized traffic signal controls. 
12. Provided for mid-block bus stops. 
13. Restricted truck deliveries in the business district to certain hours. 

Of course, not all of these actions have been or could be taken by all the 
communitities. The committee feels, however that the list is suggestive of 
actions which all communities ought to consider in connection with relieving 
congestion. 

Most municipal officials do not feel it proper for them officially to engage in 
efforts designed to encourage public use of bus transportation. They reported 
that cooperative programs to this end usually resulted in only the downtown 
merchants taking a very active part: 

There is a general feeling by officials of the cities that rates for schoolchildren 
are properly fixed at 50 percent of the adult rates. Many feel that schools 
should be encouraged to contract with existing transit companies for transporta- 


1 Questionnaires were sent to these four groups in the following cities: Ames, Burlington, 
Cedar Rapids, Clinton, Council Bluffs, Davenport, Des Moines, Dubuque, Marshalltown, 
Mason City, Ottumwa, Sioux City, and Waterloo. For comparative purposes, question- 
naires were also sent to Chicago and Racine, Wis. 
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tion of schoolchildren. Some do have such arrangements now, and it is felt 
that for schools to operate buses is more costly than to use the services provided 
by mass transportation companies. 

The city officials reported that they have taken no action to encourage stag- 
gered hours to relieve congestion, but they also indicated that many factories, 
stores, and schools had taken such action. Because of curtailed service by 
transit companies, one city official felt that such action would probably do more 
harm to the companies than it would do good. 

In addition to our inquiries concerning ways in which cities have moved to 
relieve congestion and to encourage wider use of mass transit facilities, the 
committee investigated also the relationship of parking to the problems faced 
by the companies. There is inherent in any reasonable consideration of the 
transit problem an awareness of a dilemma. On the one hand there is the clear 
fact of more extensive use of personal automobiles by the public. This use 
creates congestion on the streets and automatically reduces use of mass transit. 
On the other hand is the demand for more parking space to accommodate these 
automobiles. As space is provided congestion is to some extent eased, but 
more driving of personal automobiles is also encouraged. 

Efficient operation of mass transit requires alleviation of congestion and more 
parking space is helpful to that end. Alli concerned with the problem of mass 
transit are aware that helping to cure this facet of the problem only aggravates 
another facet of it—the diminishing public use of mass transit facilities. 

All of Iowa’s major cities operate public off-street parking lots. Some operate 
parking garages. All have parking meters. In acquiring off-street parking 
facilities all of the cities used parking meter revenues and purchased the facil- 
ities through bond issues or on a contractual basis. The operating costs of 
these facilities are met through parking-meter revenues which are sufficient for 
this purpose. 

Because parking is so intimately related to the committee’s area of investiga- 
tion, we asked municipal officials to comment on the following: “Express your 
viewpoint relating to the feasibility and desirability of considering parking 
and transit as an integrated utility relating to mass movement of persons and 
transit as an integrated utility relating to mass movement of persons and the 
efficient use of streets.” Replies were about evenly divided for and against 
such a viewpoint. It was pointed out by officials that in many communities 
there are many privately owned lots and the transit companies are privately 
owned. Hence, the jurisdiction of the municipalities is difficult to ascertain 
and integration would be difficult. The parking meter regulation statutes were 
enacted to assist municipalities in acquiring off-street parking and specify that 
revenues must be used largely for that purpose. The public has been told that 
such revenues will be used to that end. Municipal officials feel that such 
revenues should be used to help alleviate the parking problems and that public 
opinion favors such use.” 


SUMMARY OF OBSERVATIONS OF CHAMBERS OF COMMERCE 


Chamber of commerce officials agree with municipal officials concerning the 
vital role played by intracity transit companies in the lives of citizens in Iowa’s 
major cities. These officials show also a high degree of interest in the problems 
confronting mass transit companies. 

Apart from a tie-in with special shopping days when free rides are provided 
by merchants, chambers of commerce have not engaged in any large-scale or 
persistent efforts to encourage greater public use of bus services. Many reported 
cooperation in advertising campaigns and editorial efforts to such an end. They 
have made no effort to encourage staggered hours at factories, stores, and schools. 

In an effort to determine reactions to steps which might be taken to relieve 
congestion and hence improve transit service, the chamber of commerce officials 
were asked to comment on several such proposals. (It will be noted above, in 
our observations concerning replies from city officials, that many of these steps 
are regarded by them as important in relieving traffic congestion. ) 

1. Elimination of curb parking along transit routes —Most chamber of com- 
merce officials feel that adequate parking is the No. 1 problem. They would 
urge more parking space to satisfy downtown merchants before taking parking 
space for the purpose of more efficient bus service. 





2For a further statement of answers to the questionnaire sent to municipal officials, see 
Summary of Answers From Return to Questionnaires Received From Major Iowa Cities, 
on file in the office of the State commerce commission. 
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2. Designation of the lane normally used for curb parking as a traffic lane for 
transit vehicles only.—This suggestion was deemed impractical by many chamber 
of commerce leaders because of the narrowness of streets. Most cities have 
restrictions on parking at bus loading stations. 

3. Controlicd traffic to provide fewer stops of transit vehicles because of cross- 
ing or entering arterial streets.—Some report this has already been done, others 
regard it as worth trying. There is no consensus to be drawn fom the replies. 

1. Fewer stops for loading or unloading of passengers.—Again, there is no con- 
sensus concerning this proposal. Some felt that it would discourage bus use 
and that stops are at a minimum now. Some report their cities have already 
authorized fewer stops. 

5. Express runs during peak hours.—Only two favored this proposal, all the 
others were opposed. 

Because of the diverse reaction of chamber of commerce officials to these often- 
suggested proposals, no conclusion from these replies was drawn by the com- 
mittee; however the committee feels that answers provided do point up the 
complex nature of the problem facing municipal officials and transit companies. 
They further point up the need for understanding and cooperation by merchants, 
transit companies, and municipal governments. 

The committee also asked chamber of commerce officials to comment on the 
feasibility of regarding parking and transit as an integrated utility relating to 
the mass movement of persons and more efficient use of streets. The replies indi- 
cate no consensus, and opinions varied all the way from endorsement to 
opposition. 

Only two chambers of commerce indicated opposition to tax relief for the 
transit companies. There was apparent agreement among the others surveyed 
that relief ought to be granted from the following taxes: 

1. Motor fuel tax (five favor). 

~. License taxes (three favor). 

». Property taxes (one favors). 

1. Use tax on vehicles and repair parts (one favors). 

5. Some unspecified relief to maintain service (two favor). 

By and large, the chamber of commerce officials responding tend to oppose 
direct public subsidies of transit companies. Those who believe such subsidies 
are inevitable are strongly in favor of stringent managerial supervision and 
other controls to prevent mismanagement or misappropriation. Those who fore- 
see such subsidization commented in some cases that this course is probably better 
than public ownership. 

In general, it may be said that the committee greatly appreciated the co- 
operation it received from the chambers of commerce and gave careful consid- 
eration to the views of these spokesmen for the merchants of our large cities 
whose businesses are so dependent upon efficient, economical mass transit 
facilities. The committee feels that chambers of commerce may properly take 
leadership and ought to do all in their power to bring transit companies, mer- 
chants, and city officials closer together in taking local action to ease local 
transit problems. There needs to be better communication among these groups 
based on factual information. Action can then be taken for the public interest 
in an atmosphere of mutual trust and understanding.’ 


SUMMARY OF OBSERVATIONS OF TRANSIT COMPANY LABOR ORGANIZATIONS 


Members of the legislative committee of the Association of Street Electric 
Railway and Motor coach Employees of Iowa gave the committee their views 
in response to a questionnaire. Committee members are from Burlington, 
Cedar Rapids, Des Moines, Dubuque, Sioux City, Waterloo, Ottumwa, and 
Davenport, and their answers reflect their views concerning the situation in 
these cities. 

These leaders feel that their employers are solvent and indicate that payrolls 
are met and other bills paid. Some are aware of the fact that their companies 
are losing money or not “making a fair return on their investment.” Others 
feel that wage increases and payments on bonded indebtedness indicate a 
healthy financial condition. 

The spokesmen feel that their companies do not have public-relation pro- 
grams of any significance. They also feel that their local chambers of com- 

‘For a further statement of answers to the questionnaire sent to chamber of com- 


merce officials, see Summary of Answers From Return of Questionnaires Received From 
Chambers of Commerce, on file in the office of the State commerce commission. 
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merce and other business groups have not been very helpful in assisting their 
companies to give better and more frequent service. They feel that city gov- 
ernment officials have cooperated with their companies toward these ends. 

The persons surveyed in this area feel that increased fares and reduced 
services are not the answer to their companies’ problems. They believe these 
increases will only send the public in larger numbers to other modes of trans- 
portation, such as car pools. 

To relieve traffic congestion and to improve traffic laws in other respects, 
the following suggestions were offered: 

1. Allow buses the right-of-way in pulling away from curbs. 

2. Establish bus lanes along the curb. 

3. Eliminate right and left turns in business districts. 

4. Have no parking on one-way streets 

5. Have parking on only one side of narrow streets. 

6. Have no parking in bus stops. 

7. Allow buses to exceed speed limits for other vehicles, by 5 to 10 miles 
per hour 

8. Restrict hours for truck deliveries in the business district 

It will be noted that except for suggestions 1 and 7 in the above lists (which 
pertain directly to transit operations) the proposals made are duplicated 
among those suggested by city officials. 

There is unanimity among these leaders concerning proposals to exempt their 
employing companies from all State motor fuel taxes. Seven of eight favor 
eliminating the license taxes, and these same seven favor exempting companies 
from all local taxes and the eighth favored a reduction in local taxes. 

None of the labor leaders believes public ownership is the answer to the public 
transit problem except as a last resort. Only one spokesman indicated his 
group sought public ownership, and this was because of a “failure to negotiate 
a new contract.” Insofar as State control over fares and services is concerned, 
there was no consensus of views from these spokesmen. 

Regarding conditions of employment, our survey showed that bus drivers’ 
wages range from $1.32 to $1.81 per hour. Shopmen’s wages range from $1.31 to 
$1.96—the workweek ranges from 44 to 54 hours per week. Wages are generally 
below those paid other city employees and In a few cities are on a par with 
wages paid policemen and firemen (with transit workers working a longer 
week ). 

In response to our request for suggestions of value to the committee these 
labor leaders proposed : 

1. The companies should expand their advertising and public relations 
programs. 
2. The companies should establish zone fares in an attempt to regain 
short-haul passengers. 
5. The cities should not expand downtown parking furthe 


4, The committee should visit the cities for firsthand information.‘ 
SUMMARY OF OBSERVATIONS OF TRANSIT COMPANIES 


The committee’s survey of transit companies covered much the same points 
as the other surveys, and brought forth many of the same suggestions for 
relieving basic problems. In general, these suggestions concern ways of reliey 
ing traffic congestion and speeding up transit schedules, particularly during peak 
periods, and some temporary financial relief in the form of tax exemptions and 
partial subsidization. 

Traffic congestion.—The transit firms seem to agree that faster service would 
attract more riders and also would tend to reduce the companies’ wage expense 
per vehicle mile and to increase fuel mileage. Experience indicates that the 
chief cause for the loss of transit riders has been the slowing down of transit 
vehicles because of traffic congestion. 

To relieve congestion, the transit firms suggest eliminating curb parking along 
transit routes, although this probably would not be feasible in cities under 
50,000 population; central loading zones in the downtown area; stricter en- 
forcement of local ordinances against double parking and parking in bus load 
ing zones; diverting traffic from free municipal parking lots away from the 


‘For a further statement of answers to the questionnaire sent to labor leaders. s« 
Summary of Answers From Return of Questionnaires Received From Legislative Committee 
of the State Association of Street Electric Railway and Motor Coach Employees of Iowa 
on file in the office of the State commerce commission 
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downtown area at peak periods, and establishing truck loading zones in the 
downtown area. 

In general, the managements of the transit firms do not feel that fewer stops 
for loading and unloading passengers, express runs during peak periods and 
controlled traffic to provide fewer stops of transit vehicles because of crossing Or 
entering arterial streets are steps that would be particularly peneficial to them. 
Fewer stops and express runs would tend to discourage riders; such steps 
should be undertaken only on the basis of careful surveys of passenger boarding 
and alighting. 

Peak periods do not seem to be much of a problem in the smaller communities, 
put in the cities with more than 50,000 population, peak service is said to be 
most costly to operate. For some companies, as much as 75 percent of their 
rolling stock is idle except during the morning and evening peak periods. 
Transit firms in the larger cities agree that staggered hours in offices, stores, 
factories, and schools would make transit service more convenient and less 
costly to operate. Staggered hours also would help to relieve traffic conges- 
tion and increase traffic safety. A minimum of 45-minutes staggering in the 
opening and closing of stores, schools, offices, and fuctories is suggested. 

Tar exemption and partial subsidization.—The companies agree that urban 
transit should be exempt from the following State and local taxes: 

1. Income tax. 
Motor fuel tax. 
State licenses for transit vehicles. 
City permits and personal property taxes. 
5. Sales and use tax. 
6. Gross receipts, municipal wheel or franchise taxes. 

The firms say these exemptions are justified because urban transit no longer 
should be regarded as a utility because of the intense competition it faces from 
private automobiles, because the service rendered by public transit is essential 
to every person in the community but present revenues are not adequate to 
justify rendering maximum transportation service, and because unless some 
relief is granted by the State, private interests will be forced out of the in- 
dustry by rising costs and declining revenues, thus leaving the problem of 
providing transit service to the municipalities. 

Except for relief from taxes, eight transit firms in Iowa feel that no further 
subsidization is hecessary Ol desirable; three firms, however, feel that ad 
ditional subsidization is desirable to provide transit systems a fair return on 
their depreciated book value, because intracity transportation is called upon 
to provide service that is not utilized: this standby service justifies a standby 
charge in the form of public subsidization through general taxation. 

The feeling was expressed that the present State law that requires cities to 
purchase and maintain off-street parking facilities with parking meter funds 
should be repealed, and these funds put into each city’s general fund, because 
additional parking spaces discourage the use of transit facilities. 

It was pointed out that the temporary relief the transit firms seek through 
exemption from taxes is not intended as a cure-all for the illness of the transit 
industry, but as a stopgap, pending the working out of an arrangement whereby 
transit will be in a position to compete W ith private automobiles. 

Regulation of fares and routes. Nine transit firms favor municipal regulation 
of transit fares and routes, 1 favors State regulation, 1 joint municipal-State 
regulation, and 5 firms expressed lo opinion, In veneral, adult fares averaged 
5 or 10 cents 10 years ago; fares now average 15 or 20 cents. 

Efforts made to improve 8 rvice.—In reply to the committee’s question regard 
ing what efforts the firms have made to improve service and efficiency, men 
tions of “modernizing equipment,” “replace old equipment,” etc., usually are 
followed by the comment “as the income permits.” Some of the firms mentioned 
periodic analyses of operational and maintenance expenses, and traffic checks and 
counts to serve as the basis for rerout ing schedules. 

Cooperation with other agencies and groups.—In their replies, the transit firms 
remarked that, in general, city officials have been very cooperative with them. 
A number of the companies commented that they make special efforts to seek 
the cooperation of city officials, industrial managers, business groups, and other 
agencies and groups. 


tHe CO bo 
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Some of the way in which city officials could help transit firms, according to 

their questionnaires, are: 

Install parking meters in free parking lots. 

Prohibit curb parking in downtown areas. 

Encourage staggered hours in business offices and stores. 
Eliminate all taxes on transit vehicles. 

5. Make metered parking prohibitive to all-day parkers. 

6. Install truck-loading zones in downtown areas. 

Businessmen, as individuals and as groups, can help by encouraging employees 
and customers to use transit facilities, by including transit in their promotional 
activities, and through advertising and other means point out the importance of 
transit facilities. 

Industrial management can cooperate by encouraging employees to use transit 
facilities and by staggering work hours.® 


IRO;he 


Wuat OTHER STATES AND THE FEDERAL GOVERNMENT HAVE DONE TO RELIEVE 
TRANSIT PROBLEMS 


On the assumption that adequate urban transit is vital to the public welfare, 
several States and the Federal Government have granted tax relief to the transit 
industry. 

The United States Congress in enacting the 1956 highway aid bill provided 
for refunds of the additional 1-cent fuel tax in the case of transit companies, 
That provision was based on the theory that transit is basically a nonhighway 
user and that it would be discriminatory to require it to pay this additional tax. 
Transit is also exempt from the weight tax of $1.50 per 1,000 pounds on vehicles 
having a gross weight in excess of 26,000 pounds provided in that act. 

Congress has also granted substantial relief to the company which operates 
the transit system in the District of Columbia. In granting a franchise to a new 
company, Congress exempted it from the payment of the District of Columbia 2- 
percent gross receipt’s tax; the company was also relieved of the full payment of 
the District of Columbia motor-fuel tax conditional upon its failing to earn a 
6%-percent net return. That is, if the company’s net operating income is 6% 
percent or more, it is required to pay the full amount of motor vehicle fuel tax, 
but if the net operating income is less than 6% percent, then the amount of 
motor fuel tax paid is reduced to bring the net operating income to the 614- 
percent level. 

In 1955 the Wisconsin Legislature acted on recommendations of the Wisconsin 
Commission on Urban Mass Transportation and granted extensive tax relief 
to urban transit companies. The companies were exempted from State motor 
fuel taxes and city license fees, and the State registration fee for motor vehicles 
was set at $1 per vehicle. Before this legislation busses had been taxed on a 
weight basis. In addition, the State income tax for urban transit companies 
was set at 50 percent of net income in excess of 8 percent on depreciated plant 
value. Revenue derived from this tax is distributed as follows: 15 percent to the 
State, 20 percent to the counties, and 65 percent to the municipalities. 

Tax relief has also been granted to urban transit companies in Michigan, New 
York, and Virginia. 1952 Michigan Public Acts Nos. 11 and 12 entitle companies 
operating passenger vehicles under municipal franchises to a refund of 1% cents 
per gallon and 1 cent per gallon on diesel fuel. The basis for this tax exemption 
is that the fuel tax is used solely for the maintenance of public highways and 
inasmuch as such vehicles operate over munipical streets, the tax does not apply 
to their operations. 

The New York Legislature in 1955 eliminated the 2-percent gross receipts 
tax on the first $500,000 revenue of urban transit companies. This was one of 
the recommendations of the 1955 New York Transit Study Committee. The 
Virginia tax relief is in the form of exemption from the two and one-tenth-percent 
gross franchise tax, but under the terms of the legislation, urban transit com- 
panies now pay a corporate income tax of 5 percent of their net income. 

In addition to these State legislative actions, many cities throughout the 
United States have reduced or repealed license and franchise taxes. Most of 
the literature on the subject cites these reasons for financial relief : 

1. The State taxes are primarily for highway construction and mainten- 
ance, urban transit vehicles do not use these highways, and therefore they 
should not be required to pay for their construction and maintenance. 


5 For a further statement of answers to the questionnaires sent to intracity transit com 
panies, see Summary of Answers From Return to Questionnaires Received From Intracity 
rransit Companies, on file in the office of the State commerce commission 








ing to 


loyees 
tional 
nce of 


ransit 


CLIEVE 


Ifare, 
ransit 


vided 
anies, 
hway 
1 tax. 
hicles 


rates 
| new 
ria 2- 
‘nt of 
irn a 
s 6% 
| tax, 
nt of 


61%4- 


ynsin 
relief 
notor 
icles 
on a 
inies 
slant 
9 the 


New 
inies 
‘ents 
tion 

and 
pply 


sipts 
e of 
The 
cent 
-om- 


the 
t of 


ten- 
hey 


“om 
icity 


FAIR LABOR STANDARDS ACT 933 


2. Urban mass transit is no longer a monopoly and therefore should be 
relieved of franchise taxes. 

3. Urban mass transit performs a vital public service to large masses of 
the public, and it is in the public welfare to see that such service is 
maintained. 


RECOMMENDED ACTION FOR THE STATE OF IOWA 


Urban mass transit is basically a local industry and many of its problems 
should be worked out at that level. However, in the matter of relief from taxa- 
tion, the transit companies must look to the State. And it is the belief of this 
committee that some relief from certain State and local taxes should help 
stabilize the industry and assure adequate public service. 

At the present time the siate imposes the following taxes which are the major 
taxes applicable to transit companies: An annual motor vehicle registration fee 
(see. 321.105, Code 1954), a motor vehicle fuel tax (sec. 324.2 Code 1954), and 
a motor vehicle compensation tax (sec. 326.2, Code 1954). In addition, legisla- 
tion affecting cities of 125,000 population or more requires the payment of an 
annual license tax on each trackless trolley bus (sec. 417.54 (1), Code 1954), 
authorizes such cities to levy a gross passenger revenue tax of 2%4 percent (sec. 
417.54 (2), Code 1954, as amended by ch. 206, Laws 1955), and requires assess- 
ment for property taxation in the same manner as for railways (sec. 434.15, Code 
1954). Also, any city or town has the authority to license and regulate jitney 
busses which operatte on its streets (ch. 388, Code 1954). 

The committee does not feel that all taxes now paid by urban transit com- 
panies should be repealed or refunded. But it does feel that if these private 
companies are granted certain tax exemptions, the municipalities will not be 
forced to assume municipal Ownership or responsibility for their continuing 
operation or abandonment of service. Therefore, the committee recommends 
that the following legislative actions be taken by the State to enable urban mass 
transit in Iowa to continue its service to nearly one-third of the State’s popu- 
lation : 

1. Hlimination of the motor fuel tar as it applies to transit company vehicles 
vsed in the intracity movement of passengers.—Motor fuel tax revenue is a part 
of the State’s road tax fund. Ninety-two percent of the road use tax fund is 
used for primary and secondary road purposes, and 8 percent is distributed to the 
cities and towns for street purposes. The theory behind the road use tax fund 
is that the users of roads should pay for them, and that motor fuel purchased 
for nonhighway use should be exempt from the tax. This is true in the case of 
railways and airlines which are not required to pay the motor fuel tax on fuel 
purchased for their use. Since intracity transit buses do not extensively use 
primary roads and seldom if ever use secondary roads, we feel they should be 
relieved of paying taxes used to help construct and maintain them. 

In 1955 the transit companies in the 16 cities in lowa paid approximately 


$120,914 in fuel tax out of a total of $59,789,880 collected by the State, or two 
tenths of 1 percent of the total. 

© Re peal of ction 4,17 54, Code 1954, as amended by Chapte r 206, Laws 
1955, and climination of the motor rehicle license fee, including the compensa- 
tion tar, for transit company vehicles used in the intracity movement of pas- 
sengers and the substitution of a $25 per vehicle registration fee The reasons 
for eliminating the motor fuel tax apply here. The State revenue derived from 
th tux on transit vehicles in 1955 amounted to $56,301 out of a total of $39,- 
196.537 collected by the State. (Nor! Under see, 321.19, Code 1954, municipally 


owned busses would not be exempt from payment of the motor vehicle license 
fee.) Setting the fee at this $25 rate will save the transit companies approxi- 
mately $45,000 a vear based on present number of vehicles in use. 

The repeal of sec, 417.54, Code 1954, as amended, would remove the legislation 
applicable only to cities of 125,000 population or more, and would make chapter 

SS, Code 1954. applicable to all cities and towns in Towa. 

3. A basis of financial control be applied to urban transit in Towa which rill 
permit a margin of profit to insure financial soundness and at the same time 
restrict the industry from excessive profit—At the present time the transit 
industry in Towa is not subject to State regulation. This proposal contemplates 
joint regulation by the State Commerce Commission and the municipalities. Its 
purpose is to fix a level of profit after giving consideration to the hazards and 
differences in the transit business as compared to other businesses, and at the 
same time to insure that transit companies will not receive excessive profits. 


ROBOT 4 pt. 1 1 
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The principle of the operating ratio is simple: It is the relation of the total 
operating expenses to the total operating revenue. Thus, if an operating ratio 
is fixed at 95 percent, that means that the operating revenues are 5 percent 
greater than operating expenses or an operating profit of 5 percent. If the 
operating ratio is fixed at 80 percent, that means the operating revenues are 20 
percent greater than operating expenses—or an operating profit of 20 percent. 
The operating ratio restriction should vary as determined by the lowa State 
Commerce Commission depending upon the ability of a give company to gross 
sufficient revenue to provide a margin of profit which will assure capital for an 
adequate transit service. 

To put this principle of operating ratio into effect, it is recommended that all 
transit companies be required to submit quarterly income and expense state- 
ments to the State commerce commission. If, at the end of any calendar year, 
the operating ratio of any transit company has dropped at least 3 percent below 
the authorized level of operating ratio and remains at least 3 percent below that 
level for a period of 6 months thereafter, it shall, on order of the State commerce 
commission, adjust fares and/or service to raise the operating ratio to the 
predetermined level. If the operating ratio of any transit company should drop 
as much as 5 percent below the stated restriction, a special form of State income 
tax should be provided to absorb 100 percent of all profit below that ratio. 

This recommendation does not contemplate that the State commerce commis- 
sion should have any jurisdiction over routes; that will remain with the munici- 
palities. The only time the commerce commission would have jurisdiction over 
fares and service would be when a company’s operating ratio drops beyond the 
range provided in the paragraph above. 

4. Cities be authorized to expend not to exceed 25 percent of gross annual 
parking meter revenue to contract for transit service deemed necessary by the 
city council.—The proposal would allow city councils at their sole discretion to 
contract for public services from transit companies and use parking meter 
revenues to pay for such services. Thus funds which might be used to provide 
parking spaces to allevtate traffic congestion could be used to the same essential 
purpose by improving transit service. Seventy-five percent of such funds would 
still be available for the purposes now provided for in the parking meter 
statutes. 

SUGGESTIONS FOR CONSIDERATION 


1. It is suggested that consideration be given to further restrictions of driver’s 
licenses which would alleviate some of our traffic problems and also result in the 
greater use of public transportation. 

2. It is suggested that consideration be given to the proposition that in cities 
where the power company owns and operates both the electric and transit opera- 
tions that the councils of such cities be empowered to set rates on the basis of the 
joint operation of both power and transit facilities. 
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Major tawves paid by urban transit companies in Iowa, 1958-55 








State taxes Local taxes 
City Yea Total 
Motor |Vehicl otate Prop- Fran- City Local 
fuel li- total erty chise V total 
censes hicle 
Total 953 '$335, 899 \$106, 228 ($60, 565 |$166, 793 |$55, 954 ‘$96,990 |$16, 162 |$169, 106 
1954 | 357,712 | 137,082 | 66,510 | 203,592 | 45,925 | 87,946 | 20,249 | 154, 120 
l 281, 195 120,914 | 56, 301 177, 215 | 41,854 | 49, 569 12, 557 | 103, 9&0 
Ames 1953 3, 200 2, 268 525 2, 723 57 350 407 
1954 3, COE 2, 004 2, 494 162 350 12 
] 2, 785 1,851 2, 341 344 100 444 
Burlinet 1g XY 58 7, 425 480 1, 000 1, 489 
4 45) 6, 483 900 1, 436 
0. 464 ORs 230) S00 1, 234 
Cedar Rapids 1953 19, 323 9, 273 16, 107 l 1, 700 3, 216 
1954 20, 12 7 17, 0&2 J 1, 744 3, O3t 
1955 7 9, 032 14, 827 123 1, 549 2. 572 
Clinton 1953 7 200 1, 680 6, 880 10 10 
1954 6, { 4, 760 1, GR 6, 440 558 5! 
1955 4, 3H 1, 320 5, 700 565 56 
Council Bluffs 1953 11, 185 6, 560 17, 745 2, 35 ¢, 842 12, 777 
1G54 13, 402 7,012 20), 414 1, 921 4, 265 6, 186 
19 13, 479 6,917 20, 396 2, 180 3, 918 6, O98 
Davenport 1953 11, O84 ®, 495 19, 579 1, 128 4, 728 
1944 15, 547 8,100 23, 647 666 2 OK 
1906 15,212 | 7,719 | 22,931 919 2, 569 
Des Moines 1953 19, 557 9, 096 28,653 | 36,300 | 69, 494 115, 55¢ 
1954 33, 616 | 33, 223 | 68, 232 110, 762 
195 24,945 | 20,631 | 32, 704 70, 443 
Dubuque 1953 16,833 | 4,428 4 428 
1954 21, 102 4, 500 4, 500 
1955 21,490 | 4,800 |-_- i 2 4, 800 
Fort Dodge 1953 4, 541 1, 095 5, 636 36 36 
1054 ¢ : 36 } 36 
1955 38 38 
Iowa City 1953 447 447 
1954 444 = 444 
1955 402 | 402 
Keokuk 1953 115 | 115 
1954 (*) ‘ } (4) 
1955 () } (i) 
Marshalltown 1953 } (4) (4) : @ 4}. 
1954 (") ® | @ | @® 
1955 (‘) (*) YQ | gd 
Mason City 1953 (‘) (‘) (4) } 
1954 701 | | 701 
1955 v i | 320 | 329 
Ottumwa 1953 146 aide a - 146 
1¢54 147 pose seh beset 147 
1955 154 7 plac wvnl 154 
Sioux City ; 1953 55, 551 7,847 | 17,304 | 100 | 25, 251 
1954 | 44,899 2,440 | 14.388 | 200] 17,038 
198 38, 064 1,355 | 12,847 | 130 | 14,332 
Waterloo : 1953 () (1) Q | @ | @ 
1954 29, 134 ae e | 4,798 | 4,798 
1955 9, 069 (‘) (‘) | (4) | (i 





1 Not available 


Source: Data presented to Governor’s Transit Study Committee by Iowa Transit Association, Oct. 
3, 1956, tables J, K, and M. 


RECOMMENDED LOCAL ACTIONS 


In its work of surveying the transit problem in Iowa the committee gathered 
a great deal of information, and it feels that this report may serve as a device 
for sharing the information among persons concerned with the problem. A\l- 
though the preceding recommendations for State action are the key to any long- 
range solution to the transit problem, action by municipalities, chambers of 
commerce and the transit companies may be taken which will also help to relieve 
the situation. Because of the variety of circumstances and nature of the prob- 
lems peculiar to each of the cities and companies not all of these suggestions 
are applicable in all cases. They are presented here for consideration with the 
hope that those concerned may find them useful in specific application. 
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RECOMMENDED ACTION FOR IOWA MUNICIPALITIES 


To relieve traffic congestion 
1. Relocate bus stops. 


2. Eliminate angle parking. 

3. Prohibit parking along bus routes during rush hours. 

4. Extend radius on sharp corners of bus routes. 

5. Restrict parking along both sides of bus route streets. 

>. Eliminate turns at certain corners on bus route streets. 

7. Establish central loading zones in business district. 

8. Provide for traffic lanes in business district. 

9. Install pedestrian push-button traffic signals at schools. 
10. Establish one-way streets in the business district. 

11. Synchronize traffic signals. 

12. Provide for midblock bus stops. 

13. Restrict deliveries in the business district to certain hours. 
14. Strictly enforce double parking and bus stop parking prohibitions 


To utilize bus service more fully 

1. School boards to contract for service instead of operating school buses. 

2. If recommendation for State action concerning use of parking meter receipts 
is accepted by the legislature, to use these funds in contracting for essential 
service which companies cannot render at a profit. 


RECOMMENDED ACTION FOR CHAMBERS OF COMMERCE 


To relieve traffic congestion 

1. Urge consideration by municipal officials of suggestions made under “Recom- 
mended action for municipal officials” above. 

2. Encourage schools, industries, and downtown businesses to consider ad- 
vantages of staggered hours in relieving congestion and improving bus service. 
To act at clearinghouses for better understanding and action in the public 

intere st 

1. Chambers of commerce should exercise leadership and do all in their power 
to bring transit companies, merchants, school leaders, industry heads, and city 
officials together in taking local action to ease local transit problems. Pres- 
ently there is a clear lack of communication and understanding among these 
groups. 


RECOMMENDED ACTION FOR TRANSIT COMPANIES 


To encourage wider use of transit facilities 

1. Expand, to the extent possible, advertising and public relations programs 
(these programs should involve drivers and other personnel with emphasis on 
courtesy, Sanitation, and public convenience ). 

2. Establish, to the extent possible, zone fares in an attempt to regain short- 
haul passengers. 

3. Survey passenger traffic patterns with a view to the feasibility of express 
runs, skip-stops, and reduced numbers of stops. 

4. Maintain equipment at the highest possible level of efficiency and replace old 
equipment as funds allow. 

5. Survey operational expenses, maintenance expenses, and traffic patterns with 
a view to rerouting and scheduling, and reductions in personnel. 


Mr. Matmer. We have Henry Church here, vice president of the 
City Lines of West Virginia, next. 

Mr. Crurcu. My name is Henry Church and I am from Clarks- 
burg, W. Va., and we have three of the small companies of which Mr. 
Swift spoke and of the companies that are on the verge of no longer 
being in business. 

I also am able to speak for West Virginia companies, two others of 
our size. They are only 3 others in addition to that in the whole State 
of West Virginia that are of any size, and these 2 others are in the same 
position that we are in, namely tottering on the verge of ceasing 
business. 
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Our three towns are Clarksburg, Fairmont, and Parkersburg. In 
Clarksburg we have 28 buses, and in Fairmont we have 24 buses, and 
in Parkersburg we have 19 buses. You see we are small. We havea 
total of 155 employees in all of these three places. 

These places are organized, and they are some of the oldest unioiis 
that there are in the public transit industry. They are members of 
the Amalgamated Association of the Americar Federation of Labor, 
and have been for at least 25 years. 

In our contract negotiations, there has come up in our small towns 
the matter of the 40-hour week, but our men realize, I believe, that 
under the circumstances that we operate under in these small towns, 
the 40-hour week is something that is beyond their attainment if they 
wish to have the additional money in their take-home pay which they 
all wish to have. 

In other words, this matter has been negotiated and has been 
dropped by the union because they felt that in our small towns where 
we have a predominantly rural population around us, other people do 
not work 40 hours, and they are not interested in the 40 hours in 
particular. 

But from our viewpoint, it is even more important than that. Dur- 
ing last year Fairmont citizens lost $11,451. During last year Parkers- 
burg made $2,114 on 19 buses. This year the present indications are 
that if things continue as they are, due to economies that we have made, 
Fairmont will still be in the red, possibly $5,000, and Parkersburg 
possibly $10,000. 

But the situation has become so difficult in West Virginia that our 
legislature, too, has recognized the problem and by a vote of 96 to 4 
in the last legislature has removed what they call the set mileage tax 
with the result being that Fairmont will have a tax reduction of 
approximately $8,000 and should be able to get over into the place 
where it is at least breaking even providing that we are not struck by 
any further blows. 

‘Our contracts in West Virginia with the Amalgamated are 2-year 
contracts. ‘They do not expire for over a year from now. We are 
bound by those contracts to provide work for our men of at least 48 
hours a week. 

So, therefore, we are bound by those contracts should this amend- 
ment fail to pay overtime and above 40 hours. We do pay overtime 
now over and above the bid run, the amount that a man bids for a 
driver and over the 48 hours for our mechanics. But should this 
amendment fail, we would have all of that overtime to pay. 

That would mean very simply and briefly insofar as Fairmont and 
Parkersburg are concerned, there are two choices. One is that the 
men would have to sacrifice and take a reduced pay in the middle of 
their contract which would be somewhat unusual, I fear, or they would 
have to sacrifice in their take-home pay or that we would have to quit 
because we would not have sufficient funds to pay it. 

We just simply would not have it. It is that simple to us. We have 
had fare increases, and they are indeed a mixed blending insofar as 
small towns are concerned. Reimember, please, gentlemen, that we 
are in town where I, from my home, can walk down town in 10 or 11 
minutes. 

I do not have to depend on the bus or my automobile or anything 
else. So can most of my neighbors. In those companies in 1955, we 
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carried 9,300,000 passengers. In 1956 we carried 8,600,000 passengers, 
In 1957, projection is that we will carry 8,100,000 ps —— 

In other words, there is a loss of approximately 1,200,000 passen- 
gers in a period of a couple of years. Part of that is occasioned 
because of the fact that we <4 to raise our pay and, therefore, had 
to raise our fares. So now, in spite of the fact that we raised our 
fares last year, we are ti ans in less money this year than we took in 
last year under the reduced fares. 

I am sure that our men are not in favor of taking away this exemp- 
tion for this reason: Our men are on the basis of $1.50 an hour and 
go to $1.54 an hour in July. That may not seem a great deal, but in 
our section of the country that isa very food pay. 

With the number of hours that they are now able to work, they 
are among the folks in the community who have a good income stand- 
ard. A reduction of that income standard would be a direct blow 
tothem. For that reason they are not in favor of it. 

As I said before, I can speak also for Morg rantown, W. Va., which 
is just above us and for what is known as Tri-Cities, Bluefield and 
Princeton, which is south of us and which compr ises all of the larger 
cities in West Virginia with the exception of Huntington, C harles- 
town, and Wheeling. 

I cannot speak for them because the y are so much larger than we, 
other than to say that their managers have visited with me, and they 
have said that while they are still able to get along, a few blows such 
as these and they will be in exa tly the same position as are we when 
we don’t know whether we will be in business or not when it comes 
time to purchase our licenses in July. 

I may seem a little vehement about the thing, but it is our lifeblood 
in our small companies in West V irginia. 

Thank vou. 

Mr. Maimer. Mr. Chairman and gentlemen, our fourth appear- 
ance is by Mr. James Jessup. Hi is treasurer of the Safeway Transit 
Co., Wilmington, N. C. 

Mr. Jessup. My home is in Charlottesville, Va., and I am treasurer 
of the Saf way Transit Co. of Wilmington, N. C. 

We overate 30 buss ’ ‘one 20] { We hauled 66 nerecent 


fewer passel vers in 1956 than we did in 1946 This deeline has been 
steady over the past 10 ears nd, for example, 1 1956 we hauled 
10 per t fewer passengers than we hauled 19D. 

lo offset this loss revenue \ . ( ed oO nee ince 
ind operat! 1s evervwnel 10> ble. (uy Srare S Cit our OTOSS 
revenue Tax hy ha f a} | ve 1 lo we have ne sen »y 1? our city 
they have coonerated wit u n every wav in order to help us malin- 
tain an efficient transit service for the city, and so that the city would 
not have to take over the operation of the buses in Wilm \oTON. 

Over the past 10 vears, the operators have received wage increases 
of 63 p reent and we have been able to maintain a high typ ot per- 
sonnel yi th verv little Turnover. \ the present time, the 1 \ rave 


workweek of our operators is 54 hours, and they have made no request 


that this workweek be shortened. 

We have every reason to believe that thev are satisfied with the 
present ws king arrangements. We estimate that if our operators 
were paid t ime and a half for all 
approximately $20,000 a year. 


hours over 40. it would cost us 
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In 1956, our income before taxes was $13,000. We do not feel 
that we can afford to lose the $7,000 we would have lost in 1956 had 
we been operating under this arrangement. ‘To my knowledge, there 
are no transit operators in the Southeast whose operating personnel 
work a 40-hour week. 

I am sure that our problems are the same as the other transit oper- 
ators in North Carolina and in the South. In addition to our Wil- 
mington property, I am treasurer and assistant to the president of the 
oper tions in Roanoke, Va., Lynchburg, Va., and Charlottesville, Va., 
and I am familiar with records of those companies. 

The e xperie nce they have is almost identical to the experience we 
have had in Wilmington. 

‘hank you, gentlemen, for your time. 

Mr. Ketter. Mr. Jessup, are any of your employees organized ? 

Mr. Jessup. Some of our properties are organized and some are 
not. The operators in Wilmington are organized and they are organ- 
ized with the Amalgamated. 

Mr. Keutuey. Is th: ° a contract for 54 hours a week in Wilmington ? 

Mr. Jessup. Yes, si 

Mr. Keviey. They aa an average of 54 hours a week, and is that 
arrived at by collective bargaining ? 


Mr. Jessup. No, sir. In the contract they are to work 6 days a 
week and the regular runs are assigned at, I believe, 814 hours. We 
have a 3-year contract that expires in 1959. 

Mr. Ayres. Well, I partic ul: arly welcome Mr. Malmer here, of 
course, who is from Ohio and he does his best to operate a bus system 

Akron under some very adverse conditions at times. 

ion are not, your bus drivers are not, organized by the teamsters ? 

Mr. Maumer. No, sir. We are organized by the transport workers 
union, for the drivers and our garage and labor are organized. Our 


garage mechanics, that is the skilled and semiskilled group, are mem- 


bers of the International Association of Machinists. 
Mr. Ayres. Does the same union represent the drivers that repre 
sents the mechanics ? 


Xf Y ° rn} 
Mr. Maumer. No: we have two separate unions. The transport 


workers represent the drivers and the garage labor, and the garage 
mechanics are in the International Association of Machinists 

Mr. Ayres. But in our particular area, all of the workers employed 
by your col \ ( ranized / 

Mr. Mararer. That is correct. 

Mr. Ayres. You have ! egotiated contracts each year, or ea ‘h 2 ye I's, 
I k the last time you got 1 for 2 did you not? 

Mr. M ae | is rig] cl we \ tepped-up arrang nt 
on ho which is not unusual \\ . 48-hour \ in Akron 
that goes to a 46-hour week in October which continues for 12 months, 
and n in October of 1958 we oo to a 44-hou week. 

Mr. Ayres. But the point Ll am trving to make is that through 
collective bargaining, you have agreed on a figure that is agreeable to 


the union representatives and to management / 

Mr. Maumer. That is right. They suffer a slight loss in take-home 
pay at each ste p. J mean our total increment is 14 cents in rate, in 
steps of 3, 3, 4, and 4. But we are able to cut their hours and still 
maintain their take-home pay comparably with what they are now 
making on a 48-hour week. 
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Mr. Ayres. That is all, Mr. Chairman. 

Mr. Grurrin. I wanted to ask Mr. Church, I believe, this question: 
You said your particular business was organized ¢ 

Mr. Cuurcnu. Yes. 

Mr. Grirrrin. And you pointed out that you are losing money and 
you made the statement that the men would not want this law to be 
amended as is proposed as far as the overtime provisions are con- 
cerned. You do not suppose the union officials would join in that? 

Mr. Cuurcu. I don’t think the international officials would, Mr. 
Grifiin, but the local officials would, yes, because the local officials al- 
ways after all, are the men who have to live and eat with the money 
they get, whereas the international men get theirs from other sources. 

Mr. Grirrin. I think it would be very interesting addition to the 
record if that were the case some —_ to have some of these union 
oflicials, better on the local level, if that is the case, come in and 
testify. It would be very nee testimony, and I just throw 
that out. 

Mr. Cuurcn. Some of them might be willing to come in. You 
would appreciate that that would be treasonable, I expect, to the 
international and, therefore, it might be a little difficult. Yet, around 
the bargaining table where the local union official must look out for 
the welfare of his own men, he sometimes can see that some things are 
not possible in fact, that are beautiful in theory. 

For that reason, I believe, they feel the way I say they do. I say 
that because of the fact that we have had it up, and we gave substan- 
tial increases and suggested that maybe we had better start shorten- 
ing the hours, and we have been told to leave the hours alone and no- 
body asked to have the hours shortened, and, therefore, they should 
be left alone. 

Mr. Maumer. If I could add to that answer, in Youngstown we 
went to a 40-hour week in 1952 in the case of the drivers. The ga- 
rage employees, who were in three separate unions—and we have a 
master contract—chose to remain on a 6-day, 48-hour week rather 
than suffer the loss of take-home pay that the drivers did. 

They took less in rate per hour and for example, the drivers got a 2 
cent package in two a which cut their take-home pay. It was 
formerly $75 and under the new arrangement it became $68. The 
mechanics settled for an 11 cent package in two steps, which meant 
substantially a $5 a week increase in wages. They were $17 ahead 
on the weekly pay. That is the point that they were trying to achieve. 

Mr. Grirrin. One of the characteristics of your business which may 
be treated more at length in your longer statement occurs to me. In 
the retail business, for example, if we pass a law, this is going to 
affect to some extent most of the people, the competitors, and they 
will be treated equally. 

In your particular case you are trying to run a business in a city 
with a franchise and your competition is the desire of the person to 
drive his automobile. When your prices get too high to ride the bus, 
he is going to drive his automobile. It is just about a simple as that, 
is it not? 

Mr. Maumer. That is right 

Mr. Grirrtx. While in some cases, particularly in industry, higher 
pay may mean more productivity, it is a little difficult for me to see 
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in your business where higher ae is going to come out of 
more wage costs in your case, and in fact, your experience is that it 
is the reverse. 

Mr. Maver. It is the reverse, that is right. 

Mr. Grirrin. I do not see how you can get around that. I just want 
to point it up in the record a little bit. 

Mr. Maver. I hope our main statement brings it out, but we have 

a great diversity in this business. Mr. Church’s customers can walk 
downtown in 10 minutes. I happen to be also connected with the 
Springfield, Ill., operation as vice president. You can walk from 
the farthest reaches of Springfield downtown in 15 to 20 minutes, if 
you so choose. 
* The bulk of the population is within 12 to 15 minutes walking dis- 
tance. The great big large cities pay high wages, and they are mostly 
on a 40-hour week and unfortun: itely most of them are municpally 
owned or have some type of transit authority. They are on a short 
week, and they have the highest fares. That is because of the dis- 
tances for the average customer. 

The medium sized cities pay a somewhat lower wage rate and the 
hours vary all of the way from 40 to 54. They also have all types 
of fares from 15 cents to 20 cents. 

In the case of the small cities, and in Ohio for example, we are 
very familiar with that because we just went through that with the 
legislature, the small towns are still on a dime fare and they are not 
making out. People choose to avoid the dime fare. The ones on a 15- 
cent fare or 20-cent fare are also not making out becauses of the lack 
of demand. 


They pay wages as low as $1.40 and $1.50. Their hours as a rule 
to keep the take-home pay of their sebbbuieed up, go clear up to the 
50 or more hours per week, so that these men will get $75 to $80. We 


have just had them popping right and left in Ohio. 

Mr. Grirrin. The American Transit Association member companies 
handle over 80 percent of all transit riders in all parts of the United 
States. I would be interested in having some kind of a summary, 
or a breakdown, which would indicate the extent of union org: aniza 
tion in the member companies and the extent to which the unions have 
agreed to hours in excess of 40 at straight time. 

Is there any way that you could conveniently furnish such infor 
mation ? 

Mr. Maumer. That information is available for all of the large, 


medium, and the bulk of the small operations. A great many of the 
small operations are not members of our association. The dues are 
not heavy. They are on a stepped-down basis ranging from the 


smal] to the larger companies, based on gross revenue. We could 
furnish that. 

Mr. Anprrson. I am the executive vice president. 

Mr. Ketiry. Will you identify yourself, please ? 

Mr. Anprerson. My name is Cong W. Anderson, and I am execu 
tive vice president of the American Transit Association, and I think 
that I could furnish the answer to the os 

Mr. Grirrin. Are you going to testify later 

Mr. Anverson. I did not e into. [am me erely offering to answer 
your question. We would be glad to submit a written statement, 
but there are about 1,400 transit companies in the United States. 
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A great many of them are very small, and in many cases it is a one- 
bus operation. In our membe rship, we have about 300 operating com- 
panies. They are the companies that transact 80 percent of the busi- 
ness in the United St: ates 

Now, among those larger properties, I would say that 90 or 95 
percent of ther m are organized. They have been organized for a great 
many years. We were one of the first industries to be organized. 
That was Ti long before World War II when most of the other 
industries were organized. 

In the United States the larger cities, as has been indicated, have 
a 40-hour week. The smaller cities. the cities of 250,000 or less, have 
few of them on a 40-hour week. That Is apparent. 

Mr. Grirrin. Thank you very much. That helps. 

Mr. Maumer. We can give you a city by city statement as to the 
reeecron the union, and the hours per week for those companies we 
have information for. As Mr. Anderson stated, we do not av 
information on probably 400 of the small 1- to 5-bus companies 

Mr. Grirrin. I am interested in the ones that are organized by 
unions. 

Mr. Ketiey. Does that satisfy you, Mr. Griffin ? 

Mr. Grirrin. Yes. 

Mr. Ketirey. We would like to have that for a part of our record. 

Mr. Matmer. We will be happy to furnish it. 

(The information referred to appears at the close of witnes 
testimony. ) 

Mr. Grauam. I do not know whether you have mentioned it, but in 
any f your c¢ ntracts 1s the hourly rate less th: in 1 Sl per ho ir é 

Mr. Mautmer. I know of no company where the operating employees 


get less than $1 an hour. I would judge that in the South whe ‘re the 
p! atform wages for drivers would be between $1.25 and $1.40, you 
oy we | find an office with miscellaneous clerical employees getting less 


than $1 an hour. 

Mr. Granam. Under the a posal of Secr tary Mitchell, I believe 
that em ployees 1 in the transit ind LUSUry would be subject to the 

im wage and not to overtime. 

Mr. Maumer. I believe that is correct. 

Mr. Granam. Would particular change in the act materially affect 
your operations ¢ 

Mr. Matmer. I donot thinkso,sir. Because in the matter of clerical 
help, you are in competition with industry, generally. In fact, in our 
operating de hig nts, we are in competition with industry, generally. 
We have to offer a fairly stable take-home pay, which is very desirable, 
and, for example, some of the high-priced talent they have in Detroit 
prefers to work for us in the bus company where they get 52 weeks 
work rather than in the auto plants where they work 40 hours sub- 
stantially when they are working steadily, and then somewhat less 
than that when t they are in seasonal changeover and so on. 

I do not think that the $1 eee wage is a tough problem for us. 
The hour is the thing because of the peculiar nature of our work. It 
is a difficult thing. I would like to impose on your time and define 
“work” from the standpoint of a bus operator. 

lor example, we have a great many runs where the actual work, 
and by that I mean the physical job of driving the bus, is not over 
two-thirds of the time that he is paid for. In Youngstown, for ex- 


mini 
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ample, we have a 30-minute paid relief time where a man gets off a bus 
and he actually works 714 hours and he is paid for 8. 

On top of that we have what is called “ree sovery time” on each single 
trip where there is a layoff at the end of the line as a cushion to take 
care of any congestion or tieups that may occur on those particular 
trips. 

We also operate during a large part of the day, during the middle 
of the day and at night on policy headways, a 30-minute or hour 
headway, rather than a 28-minute or 54-minute interval between 
vehicles. When we stretch the headways to those long periods of 
time, we often get long periods of layovers, as much as 15 and 20 
minutes on an individual trip. 

If a man is working a 50-hour week, his actual physical input could 
be very materially less, as much as a third less. That is the difference 
from industry, where they get this productivity as you know, out 
of the efforts of the men. It requires more physical effort in spite of 
the fact that they are helped by fine pieces of machinery and it 
requires more oe sory effort on their part and it requires more 
attention, and in the case of the tire builders and the rubber factories, 
for example, which Ce ongressman Ayres is familiar with, those men 
are paid an incentive pay. 

There is a connection between what they do and what they get in 
their pay envelope. In the case of a bus driver, a heavy run would 
haul 400 passe ngers in an 8-hour d: ay. Another member of the union 
might be hauling as few as 100 passengers, which is 75 percent of 
a workload. 

Our lines vary all over the lot. We have lines where there will 
be substantially a seated or standing load in both directions all day. 
We have other lines where if you would see a seated load on a bus, 
you would be somew hat surprised. 

We operate through densely populated territory where riding is 
good, and we operate in sparsely settled areas where the riding is 
extre athe poor. 

Mr. Swirr. May I add to that all of the things you have, for 
example, we are organized, too. We have contracts in our dealings 
with the men. We have certain trips in the evening to take care 
of rush hours which are out for 45 minutes and under our contract 
these men receive 2 hours’ pay minimum. We have to do that. 

Mr. Ketitry. While you are on that subject, what is the name of 
your employees’ union ? 

Mr. Swirr. The Amalgamated Association of Street and Railway 
Workers. 

Mr. Kreitiey. You negotiate your contract on a local basis? 

Mr. Swirr. We do. 

Mr. Ketter. How about you, Mr. Malmer? 

Mr. Swirr. There is an international vice president who comes in 
and usually sits in with the local boys. 

Mr. Matmer. Our Youngstown union is with the amalgamated 
association, and it has one of the longest names that I know of. The 
transport workers represent our drivers in Akron. 

Mr. Granam. That is CIO; is it not ? 

Mr. Mauer. Yes; that is CIO. 
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Mr. Cuurcnu. We have in all three properties the Amalgamated 
Association, and we deal with the men locally, but at every contract 
time we always have an international man sent in by the international, 
either from Detroit, Chic ago, or New York. 

Mr. Keiiey. They really do the negotiating, do they not? 

Mr. Cuurcn. A great deal, they do. 

Mr. Ke.tey. This i is not entire sly a local basis, then? 

Mr. Cuurcu. The contract must be approved by the international 
before our men can accept it. 

Mr. Kexiey. For instance, I was rather intrigued by one of your 
statements here that you work a 54-hour week and that the members 
were satisfied with the 54-hour — because you had no rumblings 
that they were dissatisfied with it. What I am wondering about is 
whether they are permitted on a ci al basis to do that. 

Are the local people permitted to voice opposition if an interna- 
tional officer was present ¢ 

Mr. Cuurcu. I was not the one who said that. That was Mr. 
Jessup. 

Mr. Jessup. Our local people, we have had good relations with 
them over the years. As Mr. Swift said, they have been organized 
since 1915 or something like that. I think someone said it had been 
before World War II. They lIrve been organized a long time and 
we have good relations with them and the local people come to us with 
their problems rather than go to the international representatives. 

We have on occasion had national representatives meet. with them 
when we are negotiating a contract. However, over the past 10 years, 
I think we have negotiated contracts more without a national repre- 
sentative present than we have with a national representative present. 

I do not know whether or not the national has to approve their 
contract, but I beheve they do. 

Mr. Keiitey. What organization is that? 

Mr. Jressure. The Amalgamated. 

Mr. Keuury. That is the same as the others? 

Mr. Jessup. I am not sure whether or not they have to approve 
their contract. I feel we get along with the committee. They are 
satisfied with the working arrangements and we are satisfied with the 
iob they are doing, and they do not feel it, 1s necessary to go to the 
national committeemen with their probl ms. 

Mr. Swirt. In fairness to the international, I would like to say that 
in our local, the international recommends these national policies and 
our local | OVS have st od up against them and the contract has been 
ie ecotiated nloneg international policy nes, but tapered down to fit 
the local hovs’ desires. 

I must ay that in fairness to the international. 

Mr. Keiiey. Mr. Frelinghuysen, do you have any questions ¢ 

Mr. FRELINGHUYSEN. I have no que stions, thank you. 

Mr. Keviey. Thank you very much. 

Mr. Maumer. We want to thank you. 

Mr. Anperson. There is one dominant union and that is the Amalga- 
mated. The transport workers have some properties where the ri ail- 
road brotherhoods are the union, and in 1 or 2 cases it may be the 
teamsters. But the big union—and I want it understood that we will 
give you whatever you want. 
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You want the names of as many companies as we can furnish with 
the union affiliation which have a workweek in excess of 40 hours. 

Mr. Grirrin. And if you can indicate what that workweek is. 

Mr. Anperson. In some cases, the shop employees are on one basis 
and the operating employees are on another basis. In other words, 
the 40-hour week is more prevalent among the shop employees than 
among the operating employees. 

Mr. Keviey. I would like to have that for the record. 

Mr. Grirrin. Mr. Kelley suggests that we have a breakdown there 
where it is different for the operating employees, as distinguished 
from the mechanics, for example. 

Mr. Anperson. I think that I know what you want. We will 
furnish that. 

(Information requested was subsequently furnished by the witness 
and follows :) 


AMERICAN ‘TRANSIT ASSOCIATION, NEW YorRK, N, Y. 
Partial list of companies that would be affected by loss of transit’'s exemption 
/ ! I 


from 40-hour-week provision of the Fair Labor Standards Act (181 com 
panies) 


Operato! No I onme 
( 
Unior \ kwer Unio W k 
Alat 
| lral | AA 1s 
( eration Ann AA t 
Lr i t, Tine Pus AA $s AA “ 
M City Lines, In AA is AA . 
M mit City Lines, I AA 18 AA 1 
\ 0 | 1 Rapid 7 ( AA 51 AA is 
' ( ns Coach Co. (1 I AA ts 
{ 
\ Rapid ‘T BRI 1s 
| portat I \ AA is 
I City Lines, Inc AA 1s AA is 
G e City Lines, In BRI 1s AA 4s 
Inglewood City Lines, Inc AA 18 
Long Beach Motor Bus Co AA 1s 
Me lit ( ch Line J Al BRI is 
I he Cc Lin Ine BRI 1s AA 44 
s Jose City Lines, In AA 41s AA +s 
Mateo-Burlingame Transit ¢ AA 1s AA 4s 
Santa Barbara Transit Co Team ts 
Stockton City Lines, In AA 1% AA 1s 
Bay Rapid Transit Co. (Montere AA 4s 
S Bernardino Valley Transit C AA 42 
Colorade 
Colorado Sprit rransit ¢ AA 1s 
Pueblo Transportation Co AA 4s ) . 
Connecticut: Bristol Traction Cx 2 Rte is 
Delaware: Delaware Coach C Wilmington AA +4 *) 
D tr Lo Columb } None 
Florida 
Jacksonville Coach Co AA $s 
Miami Beach Ry. Co AA i4 AA 14 
Miami Transit Co AA 14 AA +4 
Pensacola Transit, Inc LA 1s - 
lampa Transit Lines, h AA 1s 
(i i 
Atlanta Transit System, In AA $51 ) 
Bibb Transit Co. (Macor AA is AA 1s 
Columbus Transportation Co AA 48 AA is 
Georgia Power Co, (Rome AA 54 ( 
Metropolitan Transit System, Inc. (Atlanta AA 14544) (5) 
Savannah Transit Co A A AI AA 45 
Id B Bus Co AA 41s ( 
S 1 t end of table, p. 948 
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Partial list of companies that would be affected by loss of transit’s eae mption 
from 40-hour-week provision of the Fair Labor Standards Act (181 com- 
panies )—Continued 








Operators Nonoperating personnel 
Company 
Union ! Workweek Union ! W orkweek 
Missour 
Hannibal Trans] tation ¢ UMW 48 ) 
Joseph I & | r ¢ AA 1 AA 1 
st. Louis County Transit ¢ verland ream 48 — 14 
Suburban Service Bus Co t. Louis)... AA 48 AA 48 
‘ity Line Inc AA 48 AA 48 
City Line Team 45 lean is 
City Lines, I AA 1 AA { 
Omaha Transit Co rw { 
Nev None : 
Naw None 
Nie Ce lated B I ( I Clifton BRI is 3 
New »: Albuquerque Bus C BR’ f[AM 
eam 1s 
New Y 
( 1 orta ( Ine I t BR } IAM 4 
( r 
fotor B Ir ) ition ( AA 4 
7 wetion Corp 3inchamton 4 A {21 ) 
lransit Corp AA 45 AA { 
Not ( lina 
| ( Durl AA 4 
( \ LA 4 
\\ ation C \ ville AA 54 
W Dp iti LA 4 
No ) nT | AA 1s 
A} wisportatl Co rwt iS 
Ca ( vy I [ lean 1s eam 8 
( t ¢ 1) I LA i4 
] rransit Lines, | Lorain AA 54 AA 4 
Ha C AA 18 AA 15 
‘ i ( eam I 
( BRT 5 BRI 4 
Cit Lir I AA is AA 48 
ky Ray | I AA 2 
AA } 
M pal in [AM \ 40, 48 
IBEW } 
) lle Ray rransit, | 3) eam 18 
Okla 
» « | ( Ok City AA As ) 
] ( I I Lraction ( AA 4 IAM is 
| I I AA 4s AA 48 
Oo I nd tion Co. (R road and ter AA 18 : 
n \ 
Py 
\ | { ( AA 48 
\ ) I Vall Electric Railway ¢ \ $2 AA 42 
r V \ Coach Co Ne AA 46 AA 45 
B on 
‘ nd M r ( h ¢ Pittsbur AA 15 AA 45 
insp i Co. (Laneaste AA 44 AA 44 
ortation C¢ Pottsvill AA t AA 48 
| 1 Co AA ts AA 44 
K City Lit I AA 418 (?) 
it it Co leKe t AA 14 2) 
} no ( BRI 4 2) 
| D 
! ( VI noy Cit rwt 5) rwvu 48 
S iyih Va Lime Ir Norristow! AA $4 2) 
\ ‘ | Co LA 14 
\ tation ¢ Ne AA 1 AA 44 
ith | Bu ( te BRI 14 
\ | i ( I AA $4 LA {4 
\\ ( | ] .W ) 
\ rt ( AA 4 ) 
\ ‘ ‘ lotor Coach ¢ Ali Wi 4 ) 
Rhode I \ 
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Partial list of companies that would be affected by loss of transit’s exemption 
rom -hour-week provision of ve¢ ‘air Labor Standards ct (181 com- 
40-1 k 4 f th I Lat St lard ict (18/1 
panies )—Continued 


Uperator perating personne 


Compal! 


South Carolina 
South Carolina Electric & Gas Co 


division 





South Carolina Electric & Gas Co. (Charl AA 4 
ton division 
South Dakota: Sioux Falls Transit, Inc AA ( AA 


Tennessec 


Knoxville Transit Line 4 1s 
Nashville Transit Co AA 15 
Southern Coach Lines, Inc. (Chatt AA AA $4, 45 





Port Arthur 


Texas Motor 


Waco Transit Corp rw 4 | TWI 1 
Wichita City Lines, Inc. (Wich. Fal AA 1s AA i 
tah: Salt Lake City Lines AA 1s 


Da I £ Power ( 4x g 
Por I ( re ‘ 
Vir I ( R \ . j 
W ashin ‘ 
Everett ( L AA 18 
Spok City I ¢ J \ ~ A A 
Subr j ‘ 
West \ 
City I West \ I ( k S 8 
( I I 4 ~ \ x 
( y I I ‘ I 1s \ 
U! \ H ‘ ‘ 
W heel I ~ ce ( \ 
W isec 
Fond i Ling I \ {X 4 A & 
Lat j Co 4 se 
She I I I is \ 
W I er ( G { 
\\ ge: « ve t 1 Bus ¢ \ | { 
I I intions 
AA Ar vamated Assoc 0 f St Ele R wav & Mote Co I ) 
‘ America 


LFE—Brotherhood of Locomotive Firemen & Enginemen 
R'l Brotherhood of Railroad Trainme! 
4M—lInternational Association of Mac 
BEW International Brotherhood of I 
rean International Brotherhood of 7 
of America 

TWI rransport Workers Union of Ameri 

UMW—tUnited Mine Workers of Americ 
2 Employees are on a 40-hour week 

N ’ data 
44-hour week effective Nov. 23, 1957 
5 Maintenance work is handled by another compan 
6 46-hour week effective Oct. 1, 1957 ; 44-hour week effective Oct. 1, 1958 
7 United Textile Workers of Americ 


imsters, ¢ iuffeurs, Warelhy emen & Helpe 
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STATEMENTS OF CHARLES LANGER, VICE PRESIDENT AND GEN- 
ERAL MANAGER OF THE QUAKER CITY BUS CO.; E. E. FURRY, 
PRESIDENT OF THE INDIANA MOTOR BUS CO.; HAROLD R. HOSEA, 
DIRECTOR OF RESEARCH OF THE NATIONAL ASSOCIATION OF 
MOTOR BUS OPERATORS; AND WILLIAM B. DEVANEY, OF THE 
FIRM OF STEPTOE & JOHNSON, COUNSEL TO THE NATIONAL ASSO- 
CIATION OF MOTOR BUS OPERATORS 


Mr. Lancer. My name is Charles Langer. I have with me Mr. 
Harold Hosea, director of research for NAMBO, and Mr. Furry, who 
isa substitute. 

Mr. Devaney. I am Mr. Devaney, with the law firm of Steptoe & 
Johnson. We are counsel for the National Association of Motor Bus 
Operators. 

Mr. Lancer. I am vice president and general manager of the Quaker 
City Bus Co., and that is a typical intercity bus company. We operate 
between Philadelphia and New York City and Philadelphia and At- 
lantic City and between New York City and Fort Dix, N. J. 

Lam also authorized to present a statement for the National Associa 
tion of Motor Bus Operators. That is the national trade association 
of the intercity operators. 

I would like to submit that, and make a statement on behalf of the 
company. 

Mr. Keciey. Without objection, it will be inserted in the record 

(‘The statement is as follows:) 


STATEMENT OF NATIONAL ASSOCIATION OF Moror Bus OPERATORS 


The National Association of Motor Bus Operators represents, directly or 
through affiliated State associations, the vast majority of intercity motor car- 
riers Of passengers who also transport express, mail, and baggage in the same 
vehicles. Some 40,000 communities throughout the Nation are dependent upon 
intercity buses for their only means of common-carrier passenger transport and, 
in many cases, for the delivery of small shipments of medical and industrial 
supplies, first-class pouch maifk, and allied services. 

Qur comments relate principally to the provisions of section 9 (b) of H. R 
4975, introduced by the chairman of this subcommittee, which would eliminate 
the existing limited exemption from the overtime provisions of the Fair Labor 
Standards Act (sec. 18 (b) (1)) applicable to certain classes of employees of 
motor carriers subject to the jurisdiction of the Interstate Commerce Commis 
sion in respect of safety of operation. Some 15 or more other bills containing 
a similar amendment have been introduced. 

Motor carriage is, and since 1935 has been, subject to a system of Federal 
regulation which is most complete and comprehensive. Such regulation un 
doubtedly was imposed because, by or before that year, it had been recognized 
that motor carriage had become a vital part of our national transportation 
System and, as such, should be subjected to regulation in the public interest as 
were other parts of the national transportation system, with due protection to 
insure fair and impartial treatment. The Motor Carrier Act of 1935 stated in 
its declaration of policy that such regulation should be in “such manner as to 
recognize and preserve the inherent advantages of and foster sound economic 
conditions in such transportation; and when the national transportation policy 
was declared in the Transportation Act of 1940, it contained the mandate to 
“provide for fair and impartial regulation of all modes of transportation.” It 
was undoubtedly in the light of this congressional disposition to protect and 
preserve motor carriage and to treat it the same as other regulated transporta 
tion agencies that the exemptions to the Fair Labor Standards Act were writ 
ten. But that is not what happened. 

As originally enacted, that act contained a provision which exempted from 
the overtime requirements of section 7 all employees with respect to whom the 


s 2% Si pt. 1 62 








950 FAIR LABOR STANDARDS ACT 


Interstate Commerce Commission had power under part II of the Interstate 
Commerce Act (Motor Carrier Act of 1935) to establish qualifications and 
maximum hours of service. The grant of power to the Interstate Commerce 
Commission over qualifications and hours of service was not limited by the 
language of Motor Carrier Act, but extended literally to all employees of motor 
earriers. However, the Commission in 1939 decided, in Ex Parte No. MC-28 
(138 M. C. C. 481), that its jurisdiction over hours of service applied only to 
those employees whose duties involved safety considerations. Although this 
decision was reversed by a statutory three-judge court (831 Fed. Supp. 35), it 
was upheld subsequently by the Supreme Court in a 5 to 4 decision (U.S. v. 
American Trucking Associations, Inc., 310 U. S. 534, decided May 27, 1940). 
That very close decision led to most of our difficulties under the Fair Labor 
Standards Act. 

Then there arose the important question as to what types of employees fell 
within the safety category. In March 1941, the Commission decided that 
drivers, mechanics, loaders, and driver’s helpers were subject to its hours of 
service jurisdiction. But this did not settle the matter by a long way. There 
was a great flood of litigation which has not receded even to this day, upon 
questions of the applicability of the statute even to these classes of employees, 
and as to whether certain ones of them were within or without the conflicting 
jurisdictions of the two agencies. For example, it has been claimed by the 
Wage and Hour Administrator, and upheld in a lower Federal court in two 
eases (Keeling v. Huber & Huber Motor Erpress, Inc., 57 Fed. Supp. 617, and 
Walling v. Huber & Huber Motor Bary; ] | 
mechanic employed by an interstate motor carrier who repaired engines that 
had been removed from interstate vehicles, under the efficient and progressive 
“replacement method,” was not involved in safety because the engines were 
not in the chassis at the time the employee worked on them. This is in the face 
of the ruling of the Interstate Commerce Commission that all motor carrier 
mechanics, regardless of technical refinements, were within the safety class. 

The situation has been further complicated and confused by various rulings 
of the Wage and Hour Administrator throughout the years. The interpretative 
bulletin which deals with motor carrier employees has been revised at least 
five times. Every revision has tended to enlarge, or at least radically change, 
the liability of motor carrier employers. There has never been any stability 
in the motor carrier situation under the Fair Labor Standards Act, and there 
never will be until the exemption provision is amended 

The majority of the employees engaged in intercity bus operations are em- 
ployed by carriers designated by the Interstate Commerce Commission as Class 
I earriers (i. e., those with annual revenues of $200,000 or more) who furnish 
at least 75 percent of all such transportation subject to the jurisdiction of the 
Commission. The bulk of the remainder consist of small operators with very 
few employees—in many cases the entire business is operated by the owner and 
his family. 

All of the empoyees of these carriers are subject to the minimum-wage pro 
visions of the act. Slightly less than half of the emplovees are drivers who are 
exempt from the overtime provisions of the act under section 13 (b) (1) as 
outlined above. All the remaining employees, with the exception of relatively 
small numbers of mechanics whose duties affect safety of operation, are sub- 
ject to the overtime provisions of the act. The majority of these emplovees are 
covered by collectively bargained agreements. Tabulations based on official TCC 
reports show that the weekly hours of the drivers employed by class I earriers 
average approximately 37 and their average annual earnings are about $5,100 or 
roughly $2.70 per hour. 

It is the position of the intercity bus industry that the current limited exemp- 
tion provided under section 13 (b) (1) of the act should be retained for the 
following reasons. 

1. It is imposible to schedule bus operations, particularly those over longer 
routes, to conform precisely to a uniform workweek of 40 hours since we must 
provide round-the-clock service at times and on schedules that meet the needs 
of the public. While it is true that the average workweek for drivers is well 
below 40 hours, it does not follow that the week for every driver is under 40 
hours nor is it true that every workweek for any given driver is of the same 
length. The runs chosen by some drivers are necessarily somewhat in excess 
of 40 hours because of the need for tailoring schedules to meet public demands 
Conversely, other assignments involve fewer than 40 hours per week. However 
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individual drivers are permitted, on the basis of their seniority, to choose their 
runs; hence they have considerable freedom to select long or short ones as they 
may wish. In the case of individual drivers who select the longer runs with 
overnight layovers away from home, the hours worked 1 week are frequently 
more than those worked during the following week. In most such cases, the 
distances involved and the relative infrequency of schedules permit no other 
type of arrangement. 

The vast majority of these drivers are paid on a mileage rather than an 
hourly basis. In scheduling their operations, the carriers, after determining the 
amounts of service to be operated, break the schedules into run assignments, 
or tours of duty, in such a manner as to make the various pieces of work as 
nearly equal as possible. At stated intervals, typically each 3 to 6 months, 
these assignment are posted for bid by the drivers. The runs as posted show 
the total mileage pay for the run and the numerous extra or fringe allowances 
such as pay for driving a bus from the terminal to a garage or vice versa, an 
allowance for reporting a specific period in advance of the departure time, an 
allowance for making out reports at the end of the run, and many other items. 
As noted above, the drivers then select their runs on the basis of their seniority. 

Any attempt to substitute statutory overtime provisions based on a standard 
week or day would involve serious complications and tend to destroy the 
effective system which has been developed over many years through the orderly 
process of collective bargaining. These conditions, largely peculiar to the trans- 
portation industry, were recognized by the Congress when the act was passed, 
and nothing that has occurred during the 19 years since affect the sound 
reasons for assigning to the Interstate Commerce Commission the responsibility 
for prescribing, in the public interest, proper limitations on the hours of service 
of such employees. 

It is clear from the foregoing that the pattern of working conditions and wage 
payments applicable to intercity bus drivers, the only numerically important 
group exempt from the overtime provisions of the act, differ in no material 
respect from those applicable to the road operating personnel of the line-haul 
railroads In this connection, it is noted that the new clause numbered (3) 
which is proposed in section 9 (b) of H. R. 4575 and similar bills provide, 
among other things, for a continuation of the existing blanket exemption for all 
employees of rail carries subject to part I of the Interstate Commerce Act. 
We are unable to find any logical basis for distinguishing in this respect be- 
tween rail operating personnel and intercity bus drivers, the great majority of 
whom are employed by carriers subject to part II of that same act and whose 
hours of service are regulated by the Interstate Commerce Commission under 
the authority granted by section 204 thereof. This same proposed amendment 
would also continue the existing overtime exemption for personnel of the air- 
lines subject to the provisions of title II of the Railway Labor Act. Here again, 
there appears no logical basis for any variation in the treatment of the several 
branches of the national transport system; the proposed amendment is thus 
manifestly discriminatory as to the intercity bus industry. 

It should also be noted that substantial numbers of these drivers have assign 
ments based upon a 5-day week. If they are offered, and choose to accept, work 
on either of the 2 days on which they would normally be off duty, they are cus 
tomarily paid 1% times their regular mileage rates. They are also typically 
paid such premium rates for any work over and above their regular assignment 
on a given day. 

It should also be noted that all of the carriers, except for the very small ones, 
must maintain a reserve of extra drivers amounting to 5 or 10 percent of the 
number of drivers assigned to regular runs. These extra men must be available 
on reasonable advance notice to operate runs in the case of illness of the regular 
driver or other emergencies, to operate charter buses, and to take out second 
sections of regular schedules in the case of overloads. These men are on ¢all 
and, in general, are free to accept other types of employment so long as they 
are available when called. Many of them hold part-time jobs in other industries 
or are engaged in some type of self-employment. So long as they are available, 
however, they are paid regular salaries ranging from $150 to $300 per month 
even if they are not called for a single assignment during the entire month 
When called, they are paid at the same rates applicable to regularly assigned 
drivers. They also receive the same vacation and other benefits 

2. Any necessity for modifying the existing wage structures and operating 
schedules would impose serious further burdens on the carriers whose current 
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financial condition is already extremely precarious. Out of the 155 class I 
earriers, according to official reports of the Interstate Commerce Commission, 52, 
or one-third of the total operated at a loss in 1955. Preliminary data for 1956 
show approximately the same situation. It is obvious from the foregoing that 
any additional costs which would be involved in applying overtime provisions 
completely unsuited to such operations must necessarily be passed on in the form 
of higher fares. Should this be necessary, the impact would fall most heavily 
upon the lower income groups who make up a large proportion of our passengers 
since intercity bus fares are well below those of other modes of travel. 

3. The basic purpose of the Fair Labor Standards Act, briefly stated, was to 
eliminate substandard conditions of employment. Elimination of the motor- 
carrier exemption would have no effect on basic rates since the statutory mini- 
mum is already applicable to all employees. The fact that the current average 
workweek is appreciably below 40 hours indicates that substandard conditions 
in this respect do not exist. Nor are average earnings in excess of $5,000 per 
year for an average week of about 37 hours evidence of substandard conditions 
by any stretch of the imagination. It should also be noted that the premium-pay 
provisions applicable to the vast majority of the drivers under existing labor 
agreements result in increasing their take-home pay per mile by about 15 percent 
over the basic rates. Imposition of the provisions of section 7 of the act would 
not result in the employment of any additional driver personnel. Its principal 
effect would be a tremendous amount of confusion and expense in readjusting 
operating schedules and considerable dissatisfaction among the employees, as 
past experience on a few properties has demonstrated. Incidentally, many of 
the existing labor agreements are for two or more years, and any change in the 
act would necessitate reopening them. We are convinced that the Congress 
would not wish to enact legislation which would undermine the structure which 
has been built up over the years through the process of orderly collective bargail 

ing. We earnestly urge that, for the reasons outlined above, no changes in 
respect to section 183 (b) (1) of the Fair Labor Standards Act is made 

We wish also to draw the attention of the subcommittee to another serious 
problem with which the motorbus industry is confronted even under the present 
provisions of the Fair Labor Standards Act. 

There are estimated to be some 40,000 communities in the Nation that are 
dependent upon intercity motorbuses for their only means of public transporta 
tion. The great majority of these places are relatively small and the volume of 
travel by bus is insufficient to warrant the maintenance of bus terminals such as 
those operated by the carriers in the larger cities and towns. To meet the wide 
spread public demand for such facilities in these smaller communities, the car 
riers have made arrangements with some 80,000 or more retail merchants of 
various types to provide space where passengers may wait for buses and where 
tickets for such transportation may be purchased. The vast majority of thes: 
establishments are small and in every case the retail merchant is primarily 
engaged in some business other than selling bus tickets. Typical of these enter 
prises are drugstores, candy and soda shops, restaurants, filling stations, cigar 
stores, and small hotels. 

Although it seemed clear that any one of these establishments which sold bus 
tickets was primarily engaged in some retail business and beyond all question 
within the intended coverage of section 13 (a) (2) of the Fair Labor Standards 
Act, the Wage and Hour Administrator has contended in a number of cases that 
the supplying of such services results in defeating the retail exemption of the 
establishment. In arriving at this conclusion the Administrator has ruled that 
the gross receipts of such establishments must include the total value of all bus 
tickets sold despite the fact that, under the contracts between the bus companies 
and the proprietors of these retail establishments, unsold tickets remain in all 
cases the property of the bus company and all proceeds of sales thereof must 
be deposited in a local bank in the account of the bus company. The proprietor 
ef the retail establishment is subsequently paid for such services on a com 
mission basis by the bus company—typically at the rate of 10 percent of sales 

It should be noted that the Administrator has insisted on including the total 
value of the tickets in determining the applicability of the retail service exemption 
notwithstanding the fact that, in the only judicial determination of which we 
are aware, a United States district court held that gross receipts of a proprietor 
of a retail or service establishment who sells bus tickets should include only the 
commissions which he receives therefor (James P. Mitchell v. Gus Carratt, Civil 
Action No. 2578-T, U.S. District Court for the Southern District of Florida, Feb 
10, 1956) 
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The Department of Labor and the Administrator of the Wage and Hour Division 
did not see fit to take any appeal in this case. Nevertheless, the Administrator 
of the Wage and Hour Division of the Department of Labor, Mr. Newell Brown, 
by a letter dated February 25, 1957, stated that the Department of Labor would 
continue to follow its own arbitrary interpretation since 


“* * * we cannot change a position which we believe to be sound merely on 
the basis of an isolated district court decision. The matter does not seem to have 
been passed on by any appellate court.” 


This is indeed a remarkable assertion, since the Department of Labor itself 
declined to seek appellate review in this case, which appears to be the only court 
decision in which this issue has ever been presented. It should be pointed out, 
however, that the Administrator’s interpretation is set forth in the interpretative 
bulletins issued by the Administrator, which serve as the basis for enforcement. 
Mr. Brown refused to make any change in the interpretative bulletins previously 
issued, so that it is clear that the Administrator intends to attempt to compel 
compliance in accord with his arbitrary interpretation rather than in accord 
with judicial determination. 

If the Department of Labor continues its unwarranted harassment, all retail 
and service establishments may be forced to discontinue the sale of bus tickets 
since they cannot continue a practice which may endanger their exemption under 
section 13 (a) (2). As a result, the residents of some 30,000 or more com- 
munities would be denied the essential services now provided by these retail 
service establishments. Thus passengers would be left without a place to pur- 
chase their tickets, and would be deprived of restroom and waiting room facilities, 
schedule and bus information, etc., and would be forced to await buses on the street 
in all kinds of weather. 

It should be emphasized also that it is not the bus companies that are being 
threatened directly by this unwarranted extension of the provisions of the act 
based on a clearly distorted interpretation of the obvious intent of the statute. 
Only about 15 percent of the total sales of intercity bus tickets are made in these 
retail establishments, but the convenience of these thousands of facilities is 
obviously tremendously important to the traveling public. We, therefore, ear- 
nestly urge your committee to provide some means of dealing with this problem 
which involves the welfare of the residents of these thousands of small com- 
munities. 

In order to remove the doubt now existing with respect to the exemption set 

rth in ten 13 (a) (2), we urge the committee to give serious consideration 
to the addition of a proviso at the end of the present section to provide as follows: 
** * “or in the case of the sale of transportation tickets by such an establish- 
ment where the commissions received from the sale of such tickets is not more 
than 25 percent of the annual dollar volume of the sale of goods or services 


(or both) and such sales are not for resale.” 

Mr. Lancer. All of the intercity bus operators subject to minimum- 
wage bows isions and the only exemptions from the overtime provisions 
applies toa part of our employees, and mainly they are the bus drivers. 

The intercity buses that we operate, operate around the clock on a 
24-hour basis and they are operated for the convenience of the public. 
The drivers’? working conditions are similar to the operating personnel 
of the railroads and the airlines. 

H. R. 4575 would remove that limited exemption for the motorbus 
industry, but retain it under a blanket exemption for the railroads and 
the airlines. 

Now. in our around-the-clock operations, we have to be prepared 
take people to and from their work, and we have to be prepared to 
handle that same public for their pleasure, whether that may be after 
work or for weekends. 

We are prepared 24 hours a day to transport that public. In our 
overtime provisions the intercity bus operators have those provisions 
and now work only an average of about 37 hours per week or some 
work less than 40 hours. Some work less and some work more. 
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These operators on an average earn about $5,100 a year. All of the 
runs that we have are prepared and those runs are bid by seniority. 
The senior operator can bid the job that he desires. He can pick a job 
that — a short time or he can bid a job that oper: ates a long 
time. He ca bid the extra board if he so des 1res, We have > our over- 
time provision included in our union contracts. We are in our second 
yea at the pre sent time of a 2 year agreement, and we have had 
segnninat’ on on our property oe 19 years. 

That is with the amalgamated, and it alwavs has been. When these 
drivers : are bidding, the Vy bid se choice of work. After they have 
finished their tour of duty they automatically go on an overtime basis. 
If they have a run for 6 hours that constitutes their day’s work and 
they are in overtime. 

If they run on an 8-hour basis, if they have concluded their tour of 
duty, they are also on overtime. Th ‘Vy are on overtime on their days 
off: that is, if they are called in. 

We have overtime provisions included in our contracts. About 80 
percent of the intercity drivers are paid on a mileage basis and 1 
addition to that base rate of pay they have other fringe aca 
Some of those fringe benefits are quite substantial, possibly equaling 
15 percent or more of their base pay. 

They are in our agreement under an escalator clause which takes 
eare of the cost-of-living increase. They have a uniform allowance. 
The company pays for a uniform in its entirety after an employee is 
with us for 3 years. 

They get holiday pay and at the present time our drivers are being 
paid for 4 holidays this year and they will get 2 additional holidays 
next year. 

That holiday pay is based this way: If a man does not work, he 
gets a day’s pay; and if he does work, he would get in addition to 
that day’s pay the total earnings that he would get, whether it is on 
straight-time basis or straight time plus overtime. 

So it is possible to get as much as 21 9 days’ ] pay. There are s afety 
bonuses, and we pay $10 a month to a driver who drives safely and 
has no ch: argeab le : accident. We have certain runs on a bid where the 
actual driving time is 4 hours and the time in and out equals 6 hours, 
for which the driver gets 8 hours’ pay, and we have that kind of a 
penalty. 

Industrywide, about 10 percent of our drivers are on the extra 
board; and when those drivers are called in for duty they get paid 
according to the average scale. The scale for their feneth of service 
is included in our agreement. If they work, the average extra man 
can earn without working from $150 to $300 a month on our property. 
If a man does not work, he cannot take home less than $65 a month 
in this present contract year a week, and $70 in the second year. That 
is guaranteed pay. 

Now, that is the position that we find ourselves in, and we are work- 
ing around the clock. We are trving to do the iob, and I think that all 
of our premiums that we have to pay are included in our agreements. 

Mr. Ketiry. Does that conclude your statement / 

Mr. Lancer. Yes: that concludes mv statement. I would like to 
introduce Mr. Furry, if I may. 
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Mr. Furry. My name is Furry, and I am president of the Indiana 
Motor Bus Co., and our home oflice is in South Bend, Ind. 

I am here as a member of the national association and as a repre- 
sentative of what we call a small busline, intercity, in the class 1 
classification as we know it. It is my understanding that there are 
approximately 153 class 1 operators in the country, of which a large 
majority are small intercity operators, as ours is. 

To give you an ex: imple, so that you know exactly what type of an 
operation we do have, this is a map of the State of Indiana and part 
of Michigan and part of Illinois. By the heavy black lines you gen- 
tlemen can determine the territory which we serve. Our principal 
lines are from South Bend, Ind., through Loganport to Indianapolis 
and through Peru and Indianapolis, a distance of 140 miles. 

We also vo from Muncie to Chicago, and we also operate from 
Lafayette to Fort Wayne. It embodies primarily the central ae 
ern part of Indiana, with part of our lines getting into Chicago and 
part into Kalamazoo, Mich. 

We have 30 buses. They are all the intercity type bus, and we have 
approximately 78 employees, of ale h the mechanics and the drivers 
are unionized under amalgamated, and have been with amalgamated 
since 1941. 

In our particular type of operation—and I might add it is not dif- 
ferent from the majority of class 1 operators in the country—our rev- 
enues are determined, of course, by the number of units produced. 
In this case it is the miles operated. 

Our fares are all based on so much per mile. In our particular 
instance it varies between 23/, and 3 cents a mile. Hence, the rev- 
enues, the dollars which we receive, are determined by the number of 
profitable miles operated. 

Naturally, there are some runs that are unprofitable, but we have to 
continue operating them and we have to have some good runs that 
will more or less subsidize the weaker runs which will serve the pub- 
lic over a period of 24 hours, and it is expected that some of the better 
runs do so. 

Now, in our operation, our expenses are determined on the mileage 
basis. Number one, our tire contracts are all based on the number 
of miles that we operate. We pay so many mills per mile for each tire 
that we use. Our fuel indirectly is determined on the number of 
miles. What we arrive at in the miles per gallon has a very direct 
effect on the prosperity or failure of our company. Our insurance 
is all determined on the mileage basis. We are on a dollar basis to 
the extent that for every $100 of revenue we pay so much insurance. 

Of course, the revenue the ‘re again is determined by the number of 
miles that _ operate. Our wages, in the case of our drivers, are all 
determined by miles operated. The mechanics indirectly, also, are 
affected by the number of miles operated. 

Obv iously, the number of miles determine how many mechanics pre 
necessary and how well they maintain the equipment. 

Mr. Grirrin. Could I interrupt you right there? Is your method 
of payment different from the other gentlemen we have heard previ- 
ously ? 

Mr. Furry. It is, to this extent: That the intercity bus operators, 
the great majority of them, are based on the number of miles operated 
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and not the number of hours that they work. I want to bring out in 
my testimony that in our particular case, and again I want to re- 
iterate, we are no different than dozens of other small class I opera- 
tors in the country. They are also based on the same theory. 

Thus, our employees’ potential wages are determined, of course, in 
our business, like every other business, on what they can produce. In 
this case, what our drivers produce are the number of profitable miles 
that goes tothe company. Because of the nature of our business, it is 
impossible to set our runs up on the basis of a 40-hour week. Now, the 
backbone of our oper: ations operates as I said between South Bend and 
Indianapolis. It is a distance of 140 miles. 

We set our runs up so that a driver can leave his home terminal in 
South Bend and drive to Indianapolis, and return to South Bend each 
night. It isa matter of 280 miles. We cannot regulate these runs to 
conform to a 40-hour week. 

Our franchises were given to us by the [CC and the various State 
commissions on the premise of convenience and necessity to the public 
and not convenience and necessity to the bus company or the drivers or 
the employees. 

Now, it is obvious that in our various runs that come out of Indian- 
apolis, they must come out when the public wants to ride them and that 
is true out of South Bend. If a driver were to operate on a 40-hour 
week, we would either have to cut him off, or it would be impossible to 
cut him off in the middle of a run. When they leave their home ter- 
minal in South Bend, and it is true on these various other divisions we 
have, we have so arranged that they arrive back at their home terminal 
the same day in the shortest period of time that is convenient to the 
public and W ill carry the passengers that w ill, ot course, pay the man’s 
wages. 

To enlarge on that somewhat, I took our driving schedule just as I 
pulled it off of our bid board and most of our runs are set up so that 
the actual driving time of these drivers will run bet ween (, 8, or 9 hours 
a day. 

That is the driv Ine time. Now, the total time out that the man is 
out from the time that he leaves until the time he gets back, will vary 
from 9, 10, 11, and 12 hours. Based on actual driving time, our 
employees’ wages come to a phenomenal $2.93 an hour. 

On actual time out, they averaged in 1956, $2.17 an hour. Now, I 
might enlarge somewhat on what are these employees doing when they 
are not driving at the end of arun. They are turning around to go 
back and they may wait 2 or 3 hours to go out, bes to serve the public 
, they have time for lunch and they can do anything they want 
to although fundamentally they are on dit and the Vv are not dr iving 
a bus and they are actually not produci ie a thing as far as our particu 
lar company is concerned. 

Now, through acreement with our association or our union, we, of 
course, try to keep that turn-around period as short a time as possible 
because we want to do everything for our men to get them home and 
we would like like to be treated the same way. 

So where a man may actually drive 7 hours he will be gone pos 
sibly 8 or 9 hours. The men prefer it that way. We make every effort 
to equalize the pay of our employees. As I say, a basic rate in this 
case is 283 miles and we have some runs that are running 300 miles 
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and others that are only running 145 miles. We have a minimum 
provision in our contract that every man is guaranteed a 200-mile- 
a-day guaranty at the existing mileage rate. 

So I want to bring out this, that the common denominator in our 
articular case with our employees is not particularly the hours worked 
oo the miles operated. Those are the miles that he produces for the 
company that pays his wages. 

This, again, is done by mutual agreement and the boys like it that 
way and they don’t want it on an hourly wage and you can see the 
reason. In the first place, it would be rediculous to compare it with an 
hourly rate in industry in our area. 

We have in addition to our 200-mile minimum daily we also pay 
time and a half or mileage and a half in this case: If our miles are 
7 cents a mile on a regular day, they are paid 11% cents, or whatever 
the mileage, and a half is for their days off if they are required to 
operate on their fifth or sixth d: ay. W e set our jobs up on a d- day 
week, and where a man drives conceivably 300 miles a day, we set it 
up on a 4-day week, and in that way we try to balance the man’s take- 
home pay to $20 to $21 a week, and this has nothing to do with fringes 
or any of the other provisions of the contract. That is his basie daily 
wage under this contract. 

Mr. Roosrverr. You don’t mean a take-home pay of $20 a week. 

Mr. Furry. That is $20 a day. I am sorry, and I don’t want that. 
Our average wage in 1956, with our men operating under this type 
of system, was $5,249.93. Now, under this type of an operation, there 
is no substandard wages, as you can see. 

These men are driving to produce this in the neighborhood of 
possibly 40 to 50 hours a week, and they are actually driving less 
than 40, but we have to pay on the time they leave and the time they 
get back. We would find it impossible, I believe, in our type of 
operation, and I speak also for those with whom I am familiar in 
Michigan, Ohio, Indiana, and Illinois, who all operate on a mileage 
basis to set our schedules to conform to any kind of an hourly rate. 

Oby lously we have to control our costs. We have to know exactly 
wh: at it is voing to cost us a mile to oper: ate as we base all ot our 
revenues on a mileage basis. We would have to, and I can see where 
it would be almost impossible to work this thing in. 

The union has recognized it and our men have recognized it in our 
negotiations. 

Mr. Ketitey. Do you not come under the regulations of the [CC ? 

Mr. Furry. Yes, we do. 

Mr. Ketiry. I am wondering what we are doing with it then. 

Mr. Furry. This particular bill, as I understand it, is to bring our 
operations under this regulation. 

Mr. Keniry. I realize that. 

Mr. Furry. That is the same question that we have. That con- 
cludes mv testimony as it affects our company. As I see it, it would 
affect the majority of smaller class I carriers in the country today in 
the same manner. 

I am confident that most of them are on the same basis that I am, too. 

Thank you. 

Mr. Ketiey. Does that conclude your statement ? 

Are there any questions, Mr. Landrum ? 
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Mr. Lanprum. I have none. 

Mr. Roosrverr. I just have a couple of questions. What are the 
unions with whom you negotiate / 

Mr. Furry. The Amalgamated Association of Streetcar and Elec- 
trical Railway Worker 

Mr. Roosrveir. And pretty much all of your personnel is unionized ? 

Mr. Furry. Drivers and mechanics are all. Now, of course, the 
mechanics are on a 40-hour week and we can regulate that and in our 


contract we agree to a 40-hour week for our maintenance people. But 


} 


our arivers are on a mileage basis. 

Mr. Roossevert. Do your mechanics come under the jurisdiction 
of the ICC, too ¢ 

Mr. Furry. Some of them that are aifected with the safety of the 


operation of the buses, they are. But we nevertheless agree to a 40 
hour week Aanvwayv. because 1t 1s natura ly easy to so operate. 
Mr. Roosrvettr. Secondly, as 


in those companies that do not come under the ICC, they do come 


ar as your experience is concerned 
under tate regulations ¢ 

Mr. i'urry. No; ICC is the predominant regulation, and our Public 
Service ( OmMmMISSION ot Indiana just more or iess dittos everything 
that the [CC provisions do 


Mr. Hi SEA, May | amplify that slightly ? Approximately 80 per- 


cent of thi total intercity bus busi s qgone py url rs that ¢ ! 
operate under certificates of public convenience and necessity issued 
by the Interstate Commerce Commission or they regis er their htra- 
city « ites with the Cor 1use they nn ine wit] r- 
State commerce. 

Such intrastate carriers who register their certificates because they 
are in Interstate « peration, hen come under the safety regulations of 
the Interstate ¢ ommerce (ommission which includes { proy for 
limita | ito the hours of servi e of drive 

Mr. Roosrvetr. Thatis what I wanted to bi ne 

Mr. Hott. IT haver tions 
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That is from their time out to the time they get back but they are 
producing a lot of miles. 

Mr. Greirrin. O ce ag inivw ll say to vou as I said to the previous 
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were to come in from union officials verifying that they are in agree 
ment with some of the things that you are saying. 

Mr. Hour. What union are you talking about? Is this the Amal- 
nated Association 4 
Mr. Furry. The same one that all of these others are under. The 
Amalgamated Association of Street and Electric Railway and Motor 
Coach Operators of America. 

Mr. Horr. The y are both in the intracity and intercity lines 

Mr. Furry. T hey have both types of contracts; yes, sir. 

Mr. Hosea. If I might amplify that further, Mr. Holt, approxi- 
mately 80 percent = os drivers in the intercity bus industry are or- 
ganized. Of that 80 percent nine-tenths roughly are organized by 
Amalgamated, 

Mr. Horr. Your union is the Amalgamated Association and you say 
the y = »ynot want the 40-hour week ? 

Hfosra. In the case of our maintenance people, yes. In fact, we 
ave had the 40-hour week for the last few years. 

Mr. Hour. For the drivers ? 

Mr. Hosra. That is never : 1 prob lem. It has never been ene ed. 
I speak from my own experience and I do all of the negoti iting, and I 

f. 


a 


I 
h 


am also familiar with 2 or 3 other operators of like size in our area. 
Of course, we compare information ond data. Obviously, how 

could you substantiate a $3 an hour wage for driving a bus? That is, 

is compared to $1.40 or $1.50 in some other industries in the same terri- 


Mr. Hour. Are you familiar with the testimony that we had yester 


Mr. Furry. No. I did not hear it. 


Mr. rRIFFIN. Well, could you furnish us with a breakdown as far 
iS yout ssociation is concerned? That is the Nationnl Association of 
Motor Bus Operators. Phat is lone the lines that | asked the other 
gentlemen, giving us some breakdown on the extent of organization and 
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Mr. Grirrin. I would like to have some of those people here. 

Mr. Hour. We have the statement of the executive vice preside nt of 
this Amalgamated Association, which is a member of the AFL-CIO 
and they say as follows: 

The failure of the act to cover employees of the transit industry is seriously in 
equitable and there is no practical obstacle to the coverage of transit employees. 

A substantial segment of the industry is already on a 40-hour week and estab- 
lishment of such a workweek has been proven practicable beyond any serious 
challenge 

Mr. Furry. We are representing the intercity type, and that is not 
transit. We operate between cities. 

Mr. Horr. It is the same union ? 

Mr. Furry. But it is a different type of operation. 

Mr. Roosrvevr. Insofar as I understood the testimony yesterday, 
and I was not here, but I read it, there was no differentiation anes 
between transit and intercity operations and what I am interested i 
is whether within the union itself there really hasn’t been a differen- 
tiation made? 

Mr. Lanprum. The record from yesterday shows this statement 
from Mr. A. O. Sprattling, president of the Amalgamated Association 
of Street, Electric Railway and Motor Bus or Coach Employees of 
America, and I quote from page 1 of his statement: 

This union represents the great bulk of the employees who would be benefited 
by the removal of the exemptions for the local and over-the-road transit indus- 
try found in sections 18 (a) 9, and 18 (b) 1, of the act 

These exemptions should be removed from the act. 

Now, on page 3 of that same statement down in the first line of the 
last paragraph on that page, this statement is made: 

Managements claim that the institution of a 40-hour week in this industry is 
impracticable is groundless. 

Now, it occurs to me, in the light of what these other gentlemen 
have testified here, and what we heard you say, and what this state 
ment tells us yesterday, there is a direct conflict somewhere. 

You said to us that the unions contract with you and they are the 
bargaining agent for your men and submit to the more than 40 hours 
in actual time, although they do have actually less than 40 hours in 
driving time. 

Yet. we are confronted with statements like this. Now. where are 
we 

Mr. Furry. I am merely stating my experience and what I know in 
our area. Iam familiar with it because I have been the president of 
the Indiana Bus Association, and I am on the national board and I 
am familiar with the people in our area. 

I know what has happened in my case, and I know what the situa 
tion is in my case which can say with all degree of re: ality. 

I am telling you how i affects us and how we have oper: ated and 
what our experience has cs n with the union in our negotiations. 

Mr. Lanprum. And you tell us that in your negotiations the unions 
have agreed so far as the drivers are concerned, and have the vy made 
any statements in their negotiations that your claim was groundless, 
that you could not operate under a 40- hour week ? 

Mr. Furry. They have never brought it up and you can see why 
they would not bring it up. 
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Mr. Ketiey. That is the point, I think. I would not either. 

Mr. Furry. You would not bring it up either. That is the best 
argument in the world for me and they are not going to bring it up. 

Mr. Grauam. I wanted to ask a question, Mr. Chairman. I just 
wondered in line with questions we asked the people in the transit 
industry in your negotiations is the local officer or negotiating com- 
mittee accompanied by a representative of the international ? 

Mr. Furry. That is correct. Usually he is an international vice 
president who comes and spends 3 or 4 days with them. 

Mr. Roosevetr. I would like to suggest that the committee bring 
back the gentleman who testified and that we specifically ask him the 
question. 

Mr. Keviey. We will bring back the gentleman who was here 
yesterday. 

Mr. Lanprum. I was quoting from the statement of Mr. Sprattling, 
for whom I understand Mr. Baron substituted. Is it not true that 
Mr. Sprattling’s statement was made a part of the record ? 

Mr. Ketiey. That is right. 

Mr. Grirrin. I only want to comment at this point in the record 
because quite often |] ask union people pi irtic ularly in the retail busi- 
ness, Why have you not negotiated the 40-hour wee ‘k, and their answer 

s. “Well, the con ipetitors have not provided for a 40-hour week and 
so we can’t provide for a 40-hour week.” 

But in this particular industry that argument does not apply at 
all. Here the union is dealing with the bus company, which in most 

‘ases is the only bus company and there is no competition involved and 
aoc ly thing that is involved is the problem of that business. 

They apparently have recognized at least on local levels, that a 
10-hour week, or some exceptions to their national policy are in order. 

Mr. Furry. I would like to make this statement, that our associa 
tion’s relations with our union has been exceptionally good from 
the day it was founded in ow company. That is since 1941. I knock 
on vood with iy Tongue im hee k and we never had any work 
stoppages and we have never arbitrated the first case, 

In our particular situation, management and the union have more 
or less worked together facing the same problems. They know what 
oul problems are and if we are going to have good wages, and they 
do have excellent wages, and they recognize that, then they also 
have to conform to some at the idiosyncracies of our partic ular busi- 
ness and that is one of them. I am speaking of the intercity type 
of operation. 

Mr. Grirrin. I have no further questions. 

(Supplemental information requested of the witness was subse 
quently furnished and follows :) 

NATIONAL ASSOCIATION OF MoTOR BUS OPERATORS, 
Washington, D. C., April 16, 1957. 
Hon. AUGUSTINE B. KELLEY, 
Chairman, Subcommittee on Labor Standards, 
House of Representatives, Washington, D.C 


Deak Mr. Ke_tey: This will respond to the request of your subcommittee for 
supplementary data relative to the tetsimony of Mr. EK. Ek. Furry who appeared 
on behalf of this association at the hearing on April 10 with respect to the pro 
posal, contained in section 9 (b) of H. R. 4575 and similar bills, which would 
repeal the limited overtime exemption for motor carriers provided in section 13 
(b) (1) of the Fair Labor Standards Act 
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It will be recalled that our prepared statement and the oral testimony of 
Messrs. Langer and Furry emphasized the complete impracticability of apply- 
ing any standard workweek, based on a specified number of hours, fo a regu- 
lated, round-the-clock service such as intercity bus operations; basically, the 
situation is no different from that which obtains in railroad and airline opera- 
tions for which blanket exemptions are provided in the proposed as well as 
existing legislation. 

Two questions were posed by the subcommittee to our witness: 

1. What, in view of the testimony of Messrs. Spradling and Berrong of the 
Amalgamated Association of Street, Electric Railway, and Motor Coach Em 
ployees of America, is the explanation for Mr. Furry’s statement that the matter 
of a 40-hour week for intercity bus drivers has never been raised in bis more 
than 15 years of negotiations with this union? 

2. What is the extent of unionization and union affiliation among intercity 
bus drivers? 

We shall answer these questions in that order. 

1. First, it should be noted that Mr. Spradling’s testimony is directed almost 
entirely to the existing exemption for employees of local transit companies pro- 
vided in section 13 (a) (9) of the Fair Labor Standards Act. The discussion 
of the limited exemption applicable to intercity bus drivers is contained in one 
short paragraph of a 614-page statement. In speaking of these employees in 
similar testimony before a Senate subcommittee, Mr. Spradling says: “They, 
too, are entitled to more leisure time, more opportunity for family, social, and 
community life. They should not be treated as second-class citizens.” 

During the second half of 1956, the approximately 16,500 intercity bus drivers 
employed by class I intercity motor carriers of passengers (who provide about 
80 percent of all such service) were paid for an average of 40.01 hours per week. 
The wage structure of this industry does include provisions for overtime pay- 
ments but they are of necessity based on miles or trip rates rather than upon 
hours. Typical is the payment of premium rates for all work over and above 
a driver’s regular tour of duty and for all work done on a day on which he 
would normally be off duty. 

3ecause of the numerous fringe payments discussed in our prepared state 
ment, the numbers of hours paid for are obviously in excess of the hours ac- 
tually worked. The difference amounts to about 14 percent, hence the hours 
worked average only about 35 per week. 

It is nevertheless true that these are averages and that some drivers work 
more than 40 hours while others work fewer. As noted in our testimony, it is 
utterly impossible to schedule long-haul operations to fit any standard number 
of hours per week. 

The unions are aware of this peculiarity of the intercity bus industry and 
our conversations with company Officials throughout the country who negotiate 
these contracts confirm Mr. Furry’s testimony that the rank and file union mem 
bers prefer the present system. They recognize also that imposition of the over 
time requirements of FLSA would produce utter chaos in the industry, put many 
of the carriers out of business and thus jeopardize their jobs. 

We have been unable, after an exhaustive search, to find a single labor agree 
ment covering long-haul bus drivers which contains a uniform 40-hour overtime 
provision. Even the basic wage rates of these drivers are not stated in terms 
of hours; on the contrary they are paid by the mile. It is essential to bear in 
mind that the fundamental difference between applying a set number of hours 
for short-haul or local drivers and for long-haul drivers is that, when a local 
driver has completed his allotted time, another driver can readily relieve him 
A common example, which you have no doubt observed, is the stopping of a city 
bus or streetcar and one driver stepping off with his change box and another 
driver getting on to continue the run. This is simply not possible with long 
haul drivers. Runs are set up in advance to conform to the needs of the publi 
which are in nowise uniform, and drivers must ordinarily complete their trips 
and return to their home bases. Obviously, to relieve them after any set 
number of hours would leave drivers stranded, often in isolated areas. It would 
be completely impossible to pyramid overtime payments based on a standard 
hourly workweek on top of the elaborate overtime payments already provided 
in existing agreements under which the basic rates are on a mileage or trip basis 
and not in terms of hours. 

Finally, the drivers of these class I carriers working substantially less thar 
40 hours a week earned an average of $2,589 for this 6-month period or at the 
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rate of nearly $5,200 annually. It is thus difficult to see how they are in an 
unfavorable position as to leisure time or are being treated as second-class 
citizens. 

2. The Interstate Commerce Commission report for the fourth quarter of 1956 
lists 149 class I intercity motor carriers of passengers. Data are available fo 
139 of these carriers; the remaining 10 are small and employ a total of only 
about 100 drivers. Of the 16,472 drivers reported, 88 percent are working under 
union agreements; Sl percent are working under agreements negotiated with 
Amalgamated. Only 7 percent of the drivers are known to be employed by 
earriers with no union agreements; this figure would be raised only to about 
12 percent if we make the doubtful assumption that all of the drivers whose 
union status is not known to us are not covered by agreements. The attached 
table provides further detail on this subject. 

We greatly appreciate the interest of the subcommittee in this matter of vital 
importance, not only to the carriers but to the many communities which they 
serve and which will certainly be deprived of the bulk of their only means of 
public transportation if this proposed amendment should be adopted. If further 
information would be helpful to the subcommittee, we shall be glad to attempt 
to supply it. 

Sincerely yours, 
HArRoup R. Hosea, 
Director of Research 


Employment and union membership of drivers, class I intercity motor carriers 
of passengers, July—December, 1956 


Carriers Drivers 
A ve s 
dr 
Number | Percent | Number! Percent ner 
of total of total carrier 
All carr 139 100 16, 472 100 119 
Carrie N I rac 8 61 15, 521 8S 183 
4 mated 63 4 13, 293 81 211 
Bro rhood of RK ) Pra it 17 13 SA ) 
' 2 37 18 
I t unic 3 2 341 2 114 
N l 2h 19 1,14 7 14 
Da t availabl 28 2 R06 29 
ICC! rts show total of 149 carriers but reports for 10 such carriers do not provide employment data 
Reports for pr period idicate that these 10 carriers employ a total of about 100 drivers 
Amalgamated Association of Street, Electric Railway, and Motor Coach Employees of America, 


Mr. Ketiey. That will conclude our hearings and thank you very 
much, gentlemen. 

This committee will stand adjourned until 10 a. m., on Friday 
morning. 

(Whereupon at 11:40 a, m., the hearing in the above-entitled matter 
was recessed to be reconvened at 10 a. m., Friday, April 12, 1957.) 
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FRIDAY, APRIL 12, 1957 


Houser or RepresENnTATIVES, 
SUBCOMMITTEE OF LABOR STANDARDS OF THB 
CoMMITTEE ON EpucatTion AND LaApor, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in room 429, 
Old House Office Building, Hon. Augustine B. Kelley (chairman of 
the subcommittee) presiding. 

Present: Represenatives Kelley, Holt, and Griffin. 

Staff members present: Fred G. Hussey, chief clerk; A. Regis 
Kelley, clerk; John O. Graham, minority clerk; and Kennedy W. 
Ward, assistant general counsel. 

Mr. Ketter. The committee will please be in order. 

Mr. A. Reois Ketiey. Mr. Chairman. 

Mr. Ketiey. The Chair will recognize the clerk for the purpose of 
making insertions in the record. 

Mr. A. Reois Kettey. Mr. Chairman, several of the members have 
received communications pertaining to the issue we have under con- 
sideration. I herewith submit them to you for inclusion in the printed 
record: 

A letter from the Container Corp. of America, respectfully referred 
by Representative William Matthews; a letter from Morton’s De- 
partment Store, respectfully referred by Representative W. R. Hull, 
Jr.; a letter from the Southern Retail Furniture Association, respect- 
fully referred by the Honorable Graham A. Barden; a letter from 
Salm’s, respectfully referred by the Honorable Winfield K. Denton; 
a letter from the Blakemore Bros. Grocery Co., respectfully referred 
by the Honorable Floyd Breeding; a letter from Horton’s, respect- 
fully referred by the Honorable James B. Utt; a letter from the Amer- 
ican Hotel Association, respectfully referred by the Honorable Gra- 
ham A. Barden, and a letter from Jas. F. Condon & Sons, respect- 
fully referred by the Honorable Augustine B. Kelley. 

Mr. Ketiey. Without objection, they will be made part of the 
record. 

(The letters referred to follow :) 

THE BLAKEMORE Bros. GROCERY Co., 
Liberal, Kans., February 28, 1957. 
Hon. FLoyD BREEDING, 
House Office Building, Washington, D.C. 

DEAR REPRESENTATIVE BREEDING: We notice that the Senate Labor Subcom- 
mittee has started hearings on legislation to broaden minimum wage coverage 
We would like to express our views and earnestly ask your support as the ex 
tension of this law into retail business would vitally affect the small merchant, 
particularly those in the Great Plains States, which are presently (and have been 
for the past 6 years) enduring the most serious drought in the history of the 
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country. We are listing only a few of our objections which we believe you will 
find sound in principle and should warrant the consideration of Congress. 

1. It would take away the right of retail and service employers to pay their 
employees wages based upon prevailing wage patterns and the productivity of 
the individual employee. 

2. Wages are determined by the productivity of individual employees and the 
prevailing wage levels of the area where they work. Interference with the 
operation of this economic law can lead only to inflation. 

3. Increases in payroll costs could not be offset by higher retail prices to the 
consumer due to the severe drought conditions and crop failures now prevailing 
throughout this area—and many small merchants could not survive such wage 
and price increases under existing conditions. 

4. If competition prevents a rise in prices, the employer must adopt some 
other measure to ease the burden of higher operating costs which would be 
brought on by a.legislative wage increase. A reduction of personnel would be 
the only alternative. This would hit those employees whose productive ability 
is not commensurate with the salary fixed by law; especially affected would be 
young employees just out of school, elderly workers and part-time employees of 
which there are so many employed in the retail field. 

5. Many retail and service employees are compensated on a commission basis. 
Flexible wage-and-hour policies such as these would be almost impossible in 
the face of the administrative complexities which coverage would entail. The 
bookkeeping, maintenance or payroll records, ete., would penalize—both from 
expense and ability to understand and interpret the law. 

6. Store hours in retailing are controlled by the shopping needs of the public. 
Shorter hours in the farm areas would result in a hardship on the public. 

7. A minimum wage level for retail and service employees would mean more 
than a wage increase for employees making less than the minimum figure. Other 
wages in a store would have to be raised in order to maintain the differential 
range in all levels of employment. 

8. The original purpose of the wage-and-hour law was to prevent firms in low 
wage States from competing unfairly with firms in high-wage States. This 
condition does not exist in retail stores. One of the other purposes was to 
spread employment, which is not a problem at this time 

9. Extension of coverage would increase the cost of operating the Depart- 
ment of Labor’s Wage and Hour Division. 

10. We are not opposing higher wages, and in fact, favor higher wages, but 
oppose Federal legislation as a proper or economically sound method of achiev 
ing the result. In recent years, average earnings in retail trades have inrceased 
at almost exactly the same rate as manufacturing. This indicates that wages 
do rise as a result of competition without legislation. If there must be some 
regulation of wages in retail and service establishments, then it should be the 
concern of the State so that a minimum wage could be applied without harmful 
effects to workers. 

Yours very truly, 
Tom WorTHAM, President. 


SANTA ANA, CauIr., February 25, 1957. 
Hon. JAMES B. UTr, 
Congressman, House Office Building, Washington, D. C. 

Sir: Congress by its actions in the past has demonstrated its intentions to be 
that local retail businesses should be kept exempt from the Fair Labor Standards 
Act. In 1988 it put such an exemption in the law and in 1940 it amended the 
law to strengthen and clarify the retailing exemption. 

The exemption should be kept, because retailing is purely a local intrastate 
activity and regulation of such activities by the Federal Government is un- 
warranted and unconstitutional. A retail store serves a particular community 
and does not send its products into the stream of interstate commerce. 

The intent of the act is to regulate unfair interstate competition arising from 
substandard wages paid to producers of goods shipped into another State. Re- 
tail wage rates have nothing to do with interstate competition. The retail wages 
in Santa Ana, for example, have no effect on retail wages in San Diego. 

Pay for retail workers is not only in cash, but includes all the numerous 
fringe benefits. Retail employees are not periodically layed off as in manu- 
facturing. They are given discretionary time off. They get sick leave with 
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pay. They get discounts on merchandise bought at the store, and many others, 
All these benefits increase the real wages paid. 

Repealing of the retail exemptions would be one more step in “creeping fed- 
eralization’”’ of the purely local activities of the citizens. It would add the 
extra burden to the merchants of recordkeeping, subject them to investigations 
by inspectors, and all other red tape demanded by the bureaucrats back in Wash- 
jngton. 

There should be no Federal control of local intrastate activities, which are 
within the jurisdiction of State and local governments. 

We are sure that your thinking is along the same line as ours. It is our hope 
that you will present our views to your friends on the House Labor Subcom- 
mittee, which we understand will be conducting hearings on this matter shortly 
after March 2. 

Yours respectfully, 
HORTON FURNITURE Co., 
FRANCIS C. Horron. 
CHESTER E. Horron. 


AMERICAN Hore. ASSOCIATION, 
New York, N. Y., April 5, 1957. 
Hon, GRAHAM A, BARDEN, 
House of Representatives, Washington, D.C. 

Dear Mr. BARDEN: When I testified on behalf of the American Hotel Associa- 
tion before your subcommittee March 21 concerning proposed amendments to the 
Fair Labor Standards Act, I stated that I was unable at that time to comment on 
Secretary Mitchell’s proposed amendments, since no bill containing these had 
been introduced. Since then, I have obtained a copy of the specific legislative 
language which Secretary Mitchell recommends as an amendment to the Fair 
Labor Standards Act, and I would like to call your attention to some effects 
this language would have on our industry, besides those which are obvious from 
a casual reading. 

The announced purpose of Secretary Mitchell’s language is to extend coverage 
to enterprises which have 100 or more employees and which make direct pur- 
chases across State lines of $1 million or more. A careful study of the proposal, 
however, reveals that it would also bring a great number of hotel employees under 
the act for the first time in hotels which do not make direct purchases of $1 mil- 
lion or more a year across State lines. For example, switchboard operators, 
transportation clerks, employees selling bus tickets, and those handling tele- 
graphic messages in certain cases, and other employees engaged in commerce or 
activities related to transportation or communication, would be subject to the 
minimum-wage requirements of the law if they worked in a hotel which has 100 
or more employees, or which is part of an enterprise employing 100 or more 
persons. 

The coverage language of the Mitchell proposal reads: 

“(r) The terms in sections 6, 7 (a), and 12 (c) describing the employees to 
whom these sections apply shall, without limiting their present application, in- 
clude any employee engaged or employed in activities of any enterprise doing 
business in commerce to a substantial extent, in which his employer employs 100 
or more employees.” 

Switchboard operators, transportation clerks, and possibly certain other em- 
ployees of hotels are within the coverage language of the present act. However, 
they are exempt from the present law if they work for a hotel, or other retail or 
service establishment, since the exemptions of 18 (a) (2) apply. Mitchell’s pro- 
posed language does not limit the coverage language of the present law, and, 
therefore, if it does not contain a specific exemption for the employer, these em 
ployees are subject to the law. 

The exemption language of Mitchell's proposal reads: 

“Section 13 of such act is further amended by adding at the end thereof the 
following new subsection (e) : 

“*(e) Nothing contained in subsection (a) shall preclude the application of 
section 6 (minimum wage) to any employee engaged in the activities of any enter 
prise in which the employer employs 100 or more employees’ ” (with certain ex- 
ceptions not applicable to us). 

Therefore, it is my view that Mitchell’s proposal would apply to all employees 
of an enterprise which meets both tests of 100 or more employees and $1 million 
in direct interstate purchases. Also, it would require compliance with the mini- 
mum-wage provisions for switchboard operators, etc., by any hotel or hotel enter- 
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prise having 100 or more employees, even if its purchases across State lines are 
less than $1 million. 

While, on the whole, enactment of the Morse-Kelley bill would be infinitely 
more damaging to the hotel industry, some small hotels and hotel “enterprises,” 
as defined in Secretary Mitchell’s proposal, would be injured more by the lan- 
guage of the administration bill than they would by the Morse-Kelley bill. These 
would include small hotel enterprises having less than 4 properties, and indi- 
vidual hotels having more than 100 employees. Many of these smaller chains do 
not have any single property which has gross sales in excess of $500,000 a year, 
and, therefore, they would be entitled to the employer exemption for retail and 
service establishments under the Morse-Kelley bill. This is true, because the 
retail and service exemption in the Morse-Kelley bill applies to a particular 
establishment, and not to the “enterprise.” 

Therefore, all of their employees, including those engaged in activities related 
to transportation and communication, would continue to be exempt under that 
bill. Also a number of individually owned hotels in areas where room and food 
rates are low may employ more than 100 persons and yet have an annual dollar 
volume of sales less than $500,000. These establishments would continue to 
have an exemption for all of their employees under the Morse-Kelley bill, whereas 
under Secretary Mitchell’s proposal many of their employees would be subject 
to the minimum wage requirements of the act. 

Therefore, I would like to make it clear at this time that the American Hotel 
Association is opposed to the enactment of either the Morse-Kelley bill or the 
proposal advanced by Secretary of Labor Mitchell. 

May I express the hope that this statement can be included in the permanent 
record, following my initial testimony 

Respectfully, 
ARTHUR J. PACKARD, 
Chairman, AHA Governmental Affairs Committee. 


Jas. F. Connon & Sons, 
Charleston, S. C., March 6, 1957. 
Hon. AUGUSTINE B. KEtiry, M. C., 
Chairman, Subcommittee on Labor Standards, 
House of Representatives, Washington, D. C. 

Dear Siz AND Hon. CONGRESSMAN KELLEY: We are again voicing our emphatic 
opposition to any extension of the minimum wage that would include retailer 
employees and I would express the hope that you and your committee will 
frown upon and see that this grievous error is voted down by a large majority. 

As you know, the economy of our country is already in a precarious position 
and in definite inflation as to prices and production, and now bordering on harm- 
ing our present high living standards, and if this further reason for higher prices 
of necessities of life should be enacted, another spiral of prices would be fully 
disastrous. 

Further, this bottom strata of workers cannot earn the proposed higher mini- 
mum, and the final result will tend toward much unemployment, as well as 
dissatisfaction in our better group of workers and supervisors. 

Will you favor us by having our expression of opposition included in the record 
of your hearings, and a reply from you will be much appreciated 

Sincerely and respectfully, 
MATTHEW A, CONDON, S 


CONTAINER Corp. OF AMERICA, 
Fernandina Beach, Vla., March 4, 1957 
Congressman WILLIAM MATTHEWS, 
House of Representatives, Washington, D.C 

DEAR CONGRESSMAN MATTHEWS: May we take this means to express our 
thoughts on a matter pertinent to the pulpwood industry and on which your 
consideration is respectfully requesied 

We refer to the Fair Labor Standards Act, revisions of which are now being 
considered. May we point out: 

1. The 12-man exemption for pulpwood operations is an equitable one be- 
cause: (a) Our work is Seasonal and requires special handling: (0b) our work 
is piecework, uncontrollable as to hours because of weather and the type of labor 
involved. That is, a factory-type law should not be forced on a nonsupervisable 
operation as is the small, independent pulpwood producer 
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9 Since we do not have control of these independent small operators, we 
cannot insure that they comply with the recordkeeping provisions. To be 
frank, they would not know how or care to keep records either, not because 
they are indifferent, but because most of them do not have the knowledge required. 

Also, we request a clarification of the word “employee” as used in the FLSA. 
This request is just a matter of horsesense. The FLSA uses one interpretation ; 
the Social Security Act and Workmen’s Compensation Act another. These latter 
usages, commonly called the common-law definition, are workable and prac- 
tical. The conflict between usages is confusing. Why can’t we be practical and 
consistent in our laws and stick to the workable definition as defined in the 
Social Security and Workmen’s Compensation Acts? 

Your consideration of our position as stated above will be most gratefully 
appreciated. 

With kindest personal regards, 

Yours truly, 
S. K. Hupson, Timber Manager. 


MORTON’S DEPARTMENT STORE, 
Smithville, Mo., March 4, 1957. 
EDUCATION AND LABOR COMMITTEE, 
House of Representatives, Washington, D. C. 

GENTLEMEN: I wish to make a protest against removing the exemption of 
retail stores from the minimum wage law as defined in the Fair Labor Standards 
Act. 

If this exemption was removed and all retailers, including small retailers, 
in all areas of the country were covered by the Minimum Wage Act, many of us 
would be forced to discontinue our operations. 

Our store is located in a rural area in a small town of about 1,000 popula- 
tion. We do much of the work in our store ourselves but employ from 6 to 10 
people at different times during the year. We employ some women who are past 
the most productive years of their lives, but they can do much of the work 
which we require in our store. They are not worked very hard, but are busy 
only about 30 to 50 percent of the time that they are in our store. This is 
necessary as rural people come to town to do their trading when they get good 
and ready. We open our store at 8 a. m. and close at 6:30 p. m. Some of 
our women come to work at 8 a. m. and some come in later. The ones who come in 
at 8 a. m. go home earlier than the ones who come later and stay until we 
close at 6:30. Missouri has a 9-hour law and 54-hour week, which we adhere 
to. The women cannot sell enough merchandise for us to pay them the minimum 
of $1 per hour as there is just not enough business to pay that much wage. 
If that minimum wage law was changed to include our store we would have to 
do twice as much business as we are now doing to break even on the operation. 

Please take into consideration the small retailer who is trying to keep 
things going in the rural areas of this United States of America when you 
make any change in the so-called Fair Labor Standards Act. 

The only alternative we can conceive of at present would be to put all these 
marginal workers out of work entirely; put them on our already loaded relief 
program and do only what we can do ourselves. 

After careful consideration by you gentlemen who are going to pass on this 
legislation, I am sure that you will keep the retailers of the country exempted 
from the Fair Labor Standards Act. 

Thanking you for keeping us, the small retailer, in mind when you are delib 
erating on this act, I am, 

Yours very truly, 
LEON M. Morton. 


SOUTHERN RETAIL FURNITURE ASSOCIATION, 
High Point, N. C., February 27, 1957. 
Hon. GRAHAM A. BARDEN, 
Representative in Congress, Washington, D. C. 

My Drar CONGRESSMAN BARDEN: We do appreciate your nice letter about the 
commendatory resolution passed by the board of directors of the Southern Retail 
Furniture Association and forwarded to you recently. Your many years of good 
work deserves commendation and it was a pleasure to forward the communica- 
tion to you. 
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The enclosed sheet outlines two case histories of actual furniture store opera- 
tions in this area, showing what the effect on these stores would be if the retail 
exemption to the Fair Labor Standards Act were suddenly removed. We think 
asking stores here in North Carolina to adjust to the same minimum required in 
New York City or Los Angeles is not reasonable. 

Sincerely, 
JOHN H. Tostn, 
Executive Vice President. 


ACTUAL CASE HISTORIES 
WHAT THE MINIMUM WAGE LAW WILL DO 


(Here are actual stores, members of the Southern Retail Furniture Association— 
owners prefer to remain anonymous) 


Case history No. 1 

Store volume $400,000, plus. They work 18 employees. Male employees work 
46 hours a week. Women 44 hours. One marginal employee (male) also works 
44 hours for a low wage. (He and 1 other employee earn less than $40 a week.) 
Inside salesmen get nominal salary and commission on sales. Store has no out- 
side men. 

If this store were suddenly placed under the minimum-wage law, men employees 
would have to be paid time-and-a-half for 6 hours per week, women for 4 hours; 
this would increase their payroll 23.55 percent. In terms of percentage of sales 
the law would increase payroll costs an additional 3.06 percent, nearly half of the 
net profit this store earned after taxes in 1956. 

The store manager’s salary is exempt from the law. Some pay schedules 
could be reworked (i. e., commission salesmen), but this store would probably 
have to settle for about a 20-percent increase in payroll cost. 

Case history No. 2 

Store volume, $200,000, plus. They work 13 employees—9 men, 3 white women, 
and 1 colored maid. As above, the men work 46 hours a week, women 44. Of 
the 13 people, 5 of them earn less than $40 a week. Boosting salaries to the 
Federal minimum and paying overtime for over 40 hours would jump payroll cost 
in this store 31.8 percent. By resetting salary base for salesmen, store might 
come out with about 25-percent increase. 

Without such adjustments the payroll increase will equal 5.29 percent of sales. 
This is not considering additional administrative costs, filing reports, keeping 
books, and working with wage-and-hour inspectors. 


SALM’S, INC., 
Evansville, Ind., February 28, 1957. 
Hon. WINFIELD K. DENTON, 
House Office Building, Washington, D.C. 

DreaR Win: I understand that the subcommittee of the Committee on Educa- 
tion and Labor is about to begin hearings on the proposed repeal of the retail 
exemption from the wage-and-hour provisions of the Fair Labor Standards Act. 

You and I have discussed this matter before but I have not had the oppor- 
tunity to explain to you in detail why a repeal of the exemption would be espe- 


c burdensome to retail merchants in cities the size of Evansville 


While this may not be as true of retailers in large metropolitan centers, it is 


distinctly true of the retail merchant in cities of 250,000 and less that the mer- 
chant is dependent entirely on the income of his particular community and that 
of a very small surrounding area. The manufacturer, regardless of where his 
factory may be located, who ships his product in interstate commerce, and who 


is, therefore, covered by the Fair Labor Standards Act, is in nowise dependent 
upon the community in which he operates for his sales, but his sales income is 
derived from a large area into which he ships, either directly himself or indi- 
rectly through wholesalers and jobbers. 

The retailer being wholly dependent for his sales income on the income of the 
community in which he operates his wage level under the present system auto- 
matically adjusts itself to the level of the community in which he operates. 
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If he is forced to pay a false or inflated wage which is out of proportion to 
the level of the community, he finds himself at a distinct disadvantage because 
he is unable to absorb any greater proportion of costs in his margin. For this 
reason it is all-important to the merchant that the matter of his wage level 
either be left to free adjustment or, if it is to be regulated, that it be regulated 
in proportion to the income of the individual community in which he operates. 

As you will see from the figures which I will quote, the State unit is actually 
not a small enough or a proper unit for determining a fair wage level for the 
retailer. The various parts of one State will have distinctly different local 
levels. The only general trend that can be seen is one@rom a high in the 
northern industrial centers gradually getting lower as you get to the southern 
edges of the northern industrial States, with a general low through the South, 
excepting in highly industrialized southern cities. Therefore, in Indiana you 
will find a distinct divergence in the level of funds available for retail purchas- 
ing between the northern cities and Evansville. 

I have recently had a survey made of 12 middlewestern industrial cities, in- 
eluding Evansville, and having populations approximating that of Evansville, 
showing the consumer spendable income per family, which is the actual dollars 
available for retail spending in the community. Of these 12 cities you will 
notice that Evansville, being the most southerly of all, also has the lowest con- 
sumer spendable income per family and that Evansville’s income per family is 
some $850 below Fort Wayne and $1,700 below South Bend. So actually State 
regulation on the level of Fort Wayne and South Bend would be unfair to the 
Evansville area. These figures were prepared for me by the advertising staff 
of the Evansville Printing Corp., to whose interest it would be to show high 
comparative income for Evansville if it were at all possible. 


| 
| Popula- | Spendable |} Popnula- | Spendable 
i ind State tior | income per | City and State tion neome per 

| family if family 

} | 
—— | - — ~- | - _ —- —-——_- — 0 | emo = 
Madison, Wis __.. $8,005 || Grand Rapids, Mich 176, 515 $6, 143 
South Bend, Ind | 7,515 Reading, Pa 109, 320 6, 118 
Dayton, Ohio | 7, 227 Peoria, Ill 111, 856 | 6. 051 
Youngstown, Ohio 6, 927 Rockford, Ill 105, 438 | 5, 961 
Lansing, Mich | 6, 815 Canton, Ohio ; 116, 912 | 5, 929 
Fort Wayne, Ind 6,629 || Evansville, Ind 128, 636 | 5, 787 





As you can also see between these 12 cities which are all industrial centers, 
all located in the Middle West and within a radius of 500 miles, there is a 
diversity of $2,200 between the spendable income per family of No. 1, Madison, 
Wis., and the spendable income per family of No. 12, Evansville. 

While an Evansville manufacturer may send his product into and secure his 
sales income from the Madison, Wis., area and areas having comparable income, 
the retailer operating in Evansville is confined for his sales income to the income 
of the Evansville area. It can readily be seen that the lower industrial wage 
level of the Evansville area is a distinct advantage to the manufacturer and a 
similar disadvantage to the retailer. 

I sincerely hope that you will use your influence with the members of the 
subcommittee and on the floor to urge that more study be given to the problem 
and that, if possible, the country be blocked off into economic areas if it is 
imperative that there be regulation in the retail industry. 

Very truly yours, 








J. L. SALM, President. 


Mr. Ketiey. Our first witness is Mr. Blankenship of the Com- 
munications Workers of America. 
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STATEMENT OF C. B. BLANKENSHIP, LEGISLATIVE DIRECTOR, AC- 
COMPANIED BY MRS. SYLVIA GOTTLIEB, RESEARCH DIRECTOR, 
AND CURTIS FLETCHER, NATIONAL NON-BELL DIRECTOR, COM- 
MUNICATIONS WORKERS OF AMERICA, CWA 


Mr. Ketiey. Mr. Blankenship, you may proceed with your state- 
ment. You may summarize your statement in any way you wish. 

Mr. Bianxensa@ir. My statement will only take about 10 minutes. 

I have with me, Mr. Chairman, this morning on my right, Mrs. 
Sylvia Gottlieb. She is research director for the C ommunications 
Workers of America. 

On my left is Mr. Curtis Fletcher. He is the national non-Bell 
director of the Communications Workers of America. He is the 
director of those units that we have in the independent telephone 
field. 

Mr. Keniry. All right. 

Mr. BLanKeENsuHip. My name is C. B. Blankenship. I am legisla- 
tive director of the Communications Workers of America. 

More than 350,000 workers represented by CWA are employed in 
large cities, smal] towns, and rural communities. They are employed 
by the giant Bell System, by large and small independent tele- 
phone companies and in all phases of the communications industry. 

We have asked to appear before this committee in support of ex- 
tending the coverage of the Fair Labor Standards Act. We wish to 
urge elimination of the unfair and discriminatory section which ex- 
cludes some telephone operators from coverage under the act. 

Two bills, H. R. 4575 and H. R. 2879, have been introduced which 
would accomplish this objective. 

We agree ae heartily with testimony presented by AFL-CIO in 
behalf of the $1.25 minimum wage. It is the smallest amount that will 
bring bare subsistence to an American family tod: ay. 

We believe that the minimum wage must be raised from its present 
$1 level to $1.25 in order to assist in sust: ning full employment and 
to keep the American economy on a sound leve 

Rather than dwell on points already aa by other interested 
parties, I wish to discuss the telephone exemption. Out of hundreds 
of different jobs performed in the telephone industry, a small portion 
of telephone operators employed in telephone exchanges of less than 
750 stations are singled out to be exempt from the protection of the 
Fair Labor Standards Act. All other employees in these telephone 
exchanges are covered by the act. 

The Fair Labor Standards Act as originally adopted did not ex- 
empt any telephone operators. In 1939 it was amended to exempt 
telep yhone operators in exchanges of less than 500 stations. 

In checking the report which accompanied the original bill to amend 
in 1939, the reason given for this exemption was as follows: 

The exemptions for the operators of some small telephone exchanges is neces- 
sary to insure uninterrupted telephone communication service for the farmer 
and for the small rural community. Small telephone companies, on the whole 
are unable financially to comply with the wage provisions of the act 

The report continues: 


Application of the act to operators in small rural exchanges, who spend only 
part of their working time attending the switchboard, threatens to curtail tele 
phone service in rural areas. 
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From this report it is evident the word “exchange” and “company” 
were erroneously used interchangeably. ‘The original intent was to 
exempt only small companies employing possibly one or two operators. 

Under the terms of the present exemption, the Bell System, as well 
as large prosperous independent companies, are per mitted to pay less 
than the established minimum wage in numerous exchanges. Any 
exemption based on the number of stations in an exchange is contrary 
to the stated purpose of the exemption and permits even the multi- 
billion-dollar Bell System exemption in some of its exchanges. 

The fact that many large companies take advantage of the present 
exemption provisions is illustrated in the following example: 

In the General Telephone Company of Ohio there are 2 low-wage 
areas which cover such towns as College Corner, 219 telephones ; Lewis- 
burg, 663 telephones; and Manchester, 531 telephones, where tele- 
phone operator starting wage rates are 90 and 93 cents an hour, or 10 
cents and 7 cents an hour below the present dollar minimum wage. 

General Telephone of Ohio owns and operates over 105,000 tele- 
phones in 135 central offices. It employs approximately 1,300 work- 
ers and its gross annual operating revenue in 1955 was over $9 mil- 
lion. It has a total investment in telephone plant of $31 million. 
Moreover, this company is owned by the General Telephone Corp., the 
largest non-Bell telephone holding company in the United States, 
which, during 1955, had total revenues of over $350 million, with a 
net income of some $31 million. 

The General Telephone Corp. owns and operates approximately 
2.5 million telephones and employs some 39,000 people. 

Mr. Chairman, this is not to be inserted in the record. I know 
that the cost of reproduction is great. This document is for the 
benefit of the committee if they care to have it. These are adver- 
tisements which have appeared regularly in the Saturday Evening 
Post and U. S. News & World Report, of the General Telephone 
system. 

The reason a company such as the General Telephone Corp. can still 
pay substandard wages is because Congress has not eliminated this 
discriminatory exemption provision from the Fair Labor Standards 
Act. 

While your attention is being directed to many other larger groups 
of workers to which coverage should be extended, we are hopeful that 
this committee will take action necessary to remedy this particularly 
unfair situation applying to at least 22,400 or so operators in manu: al 
exchanges. 

We have always maintained that in a country as prosperous as the 
United States, there is no valid reason to exempt any workers from 
protec ‘tion of the Fair Labor Standards Act. 

The telephone industry is basically a monopoly public utility serv- 
ice industry. Its rates, as well as its profits, are fixed by State and 
Federal regulatory commissions. These companies, with approval, 
can charge whatever rates are necessary to insure a fair return. 

Changing the law could not seriously affect their profits or en- 
danger their competitive position, since no competition exists. It 
would only put an end to subsidy of this service and industry by these 
women telephone workers. 

If there is justification for exempting some industries which are 
competitive, and we think not, it certainly does not apply to a regu- 
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lated industry such as telephone. The telephone companies are liter- 
ally guaranteed a profit. The community expects to be provided 
with service by the companies. Regulatory provision exists to per- 
mit an adequate rate of return to the companies as well as to protect 
the community from overcharges. In all of this, the public expects 
and is willing to pay a fair rate for service. 

The public does not expect a small group of women to subsidize 
communities to assure them of telephone service. This these women 
do when they are paid substandard wages. 

According to telephone management association figures, 22,400 
women in manual exchanges are exempt by the Wage Act. In re- 
ality, these women are subsidizing the telephone services of some 
communities. 

Congress should no longer be misled by fallacious arguments at- 
tempting to justify continued exemptions or nonextension of cover- 
age. 

Dire predictions have repeatedly been made by pessimists who have 
no faith in the future of our economic system, while at the same time 
they profess strongly to the contrary. They said in the beginning 
that the wage law would bring economic collapse, unemployment, and 
business failure. 

Each time the minimum wage has been improved, pessimists have 
surged to the front # again predict economic disaster, widespread 
unemployment, human suffering and business failures. These things 
have not occurred; anil the contrary has been the case 

In a study of the ‘ ‘Results of the Minimum Wage Increase of 1950”, 
made in 1954 by the Labor Department under Secretary Mitchell, the 
following comment is made: 

Despite causing significant wage increases, the 75-cent rate appeared to have 
had only minor effects on such variables as employment, plant shutdowns, prices, 
technological change, hiring policies and overtime work 

Wage increases are a challenge to good management. They are 
translated into greater productivity by intelligent management. Price 
increases may result. They need not be undesirable in consequence. 
Low prices made possible i. substandard wages are consumer sub- 
sidies that should be eliminated. 

It will be argued that removing the telephone exemption will curtail 
service, accelerate conversion to dial, and bring about wholesale appli- 
cations for rate increases. 

The industry is changing to dial as rapidly as possible. They are 
limited mainly by sup »ply and delivery problems. Public service 
commissions will handle any service curtailment problems in the future 
as they do now, but we predict that service will expand rather than 
diminish. As for rate increases, if they are genuinely needed, they 
should be made. 

A. Beirne, president of Communications Workers of America, 
brought to the attention of the committee in 1955 a statement of a 
past president of an independent telephone association, which is true 
and thoroughly justifies removing the telephone exemption. He said: 

The standard of living of the inhabitants of the small village and rural sections 
in this country has been raised tremendously during the last decade. These 
people have automobiles, tractors, airplanes, electric lights, refrigerators, and 
radios, and they want modern up-to-date and thoroughly reliable telephone 
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service. Furthermore, they have the money with which to pay for the cost of 
modern telephone service. 

What more convincing argument could we make for removal of the 
exemption ? 

We were greatly encouraged when Secretary Mtichell came before 
the Senate Sube ommittee on Labor last month rec ommending change 
of the telephone exemption. He said that an additional 15,000 tele- 
phone operators would be included by means of his recommendation. 

We appreciate the interest of the administration in extending cov- 
erage and removing exemptions, but wish that they had gone further 
in their overall recommendations. 

We talk to people up and down the land who do not understand 
why the telephone exemption should be in the law. We find that it 
makes our collective b: irgaining very difficult. 

Many independent te Jephone companies with which CWA holds 
contracts insist upon taking advantage of the 750-station exemption 
because they feel if they do not, they “will be letting down the people 
who fought so hard to get 1t for them. 

We know from experience that it becomes easier to negotiate wage 
rates above the minimum rates, even with the exemption, the year 
following the effective date of a new Federal minimum. As the fan- 
fare and publicity surrounding the new minimum wage subsides, 

telephone companies are less insistent upon using the exemption. 

We point with pride to those telephone companies with which we 
hold contracts who are not using the exemption as an excuse to pay 
subminimum wage rates. ‘They are the kind of employers who helped 
make this country great, and we want to publicly acknowledge their 
fine contribution and leadership. 

We have attached to copies of our testimony two tables as exhibits 
1 and 2, which set forth many of the facts we have quoted. 

Further, we have attached as exhibit 3, Which is not marked as 
exhibit 3 but should be So marked, a statement made by one of our 
members, Mrs. Garnet Rathbun, employed by the Middle States 
Utilities Co., a part of the General Telephone Co., who is presently 
exempt from the minimum wage and overtime provisions of the Fair 
wy or Standards Act. 

Gentlemen, we have appeared here before to plead this case. We 
know our cause is just and right. We sincerely hope that we have 
been able to demonstrate its justice to you. 

We respectfully request that you act favorably on our recommenda- 
tion that the telephone operator exemption be removed from = Fair 

zbor Standards Act, as reflected in H. R. 4575 and H. R. 28 

Thank you. 

Mr. Ketiey. Did you say you had three exhibits? 

Mr. Buanxensuip. Yes, sir. There are two, Mr. Chairman, at- 
tached to the testimony that you have there that are marked “Exhibit 
1” and “Exhibit 2.” 

There is a third one, which says at the top “Statement of Garnet 
Rathbun, before Subcommittee on Labor of the Committee on Labor 
and Public Welfare.” 

Mr. Ketuey. Did you want that in the record also? 

Mr. BLANKENSHIP. Yes, sir. 

(The exhibits referred to follow :) 
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STATEMENT OF GARNET RATHBUN 


My name is Mrs. Garnet Rathbun. I am employed by the Middle States Utili- 
ties Co. of Missouri, an independent telephone company serving towns in the 
north and northwest area of the State. I work in Braymer, Mo., a town in the 
southern part of the section serviced by the company. Braymer is about 75 
miles northeast of Kansas City. 

The Middle States Co. until the fall of 1955 was a unit of the Gary telephone 
interests at which time the Gary telephone industry was absorbed by the General 
Telephone Corp. The General Telephone Corp., next to the Bell System, is the 
largest company in the telephone industry. The Middle States Utilities Co, 
itself is now a unit of General Telephone of Missouri. 

I have worked as a telephone operator for this company in Braymer since 
December 1949. Braymer has a population of about 1,000 people. The exchange 
has 550 telephone subscribers. This includes the telephones in the town itself 
and rural telephone service for the surrounding area. This exchange covers 
@n area about 22 miles across from east to west and about 15 miles from north 
to south. Braymer is in about the center of this area. I am one of five regular 
operators employed in this exchange. There are two other operators who work 
part time. 

When I started work for the telephone Company in 1949 my salary was $18 
for a 40-hour week, or 45 cents per hour. Any overtime I worked was paid at 
straight time. 

CWA negotiated its first contract with the company in 1950. I was then 
making 52 cents an hour. Through efforts of the union, my rate has since been 
increased to 98 cents per hour. My mother, 72 vears of age, is one of the other 
reguiar operators in this same exchange. Her hours are 11 p. m. to 7 a. m. 
She has worked for this company for the past 11 years. When she started work 
for the company she received 40 cents an hour, Now after 10 years her wage 
is 98 cents per hour. 

I live with my husband on a 140-acre farm a mile outside town. Because of 
ill health, my husband is unable to work the farm himself. However, we have 
part of the farm planted but we have to hire it done. I work because we need 
the money. My husband is able to do light work and even that only part of the 
time. Before CWA represented us operators, the company advanced us about 
1 cent an hour each year. If we were not organized, at that rate, I would now 
be making 59 cents an hour. I have been told that other switchboard operators 
in nearby towns who are not represented by unions make even less than we do. 
One of the operators who went to work with us during this past vear makes 72 
cents an hour. She will have to work 4 years before she reaches my rate of 
98 cents an hour. What I make is still below the $1 minimum provided in the 
lair Labor Standards Act. 

I have learned since coming to Washington, D. C., and checking some prices 
that the cost of living in a small town like Braymer is just about as high as it 
is in larger cities. I looked in yesterday’s Washington paper and found that 
hamburger can be bought at a chain store for 25 cents a pound. In Braymer 
we would pay 39 cents. A 10-pound bag of Gold Medal flour costs $1.01 in 
Washington but it is $1.15 in Brayme: At home I would pay 49 cents for 5 
pounds of potatoes and you here in Washington are paying 39 cents. A 2-pound 
package of dried navy beans costs 25 cents here in Washington and 29 cents 
in Braymer. I also found there was 2 cents difference in a 2-pound package of 
bacon, $1.25 in District of Columbia, $1.27 in Braymer for the same brand. 
I checked and compared a number of other grocery items and found Braymer 
prices to be at least as high on nearly every item and in most cases they were 
higher than in Washington 

We operators think that it isn’t fair for us to work for the same company, 
do the same kind of work, work the same hours and pay just as much to live as 
other operators and be treated differently. We can’t understand why a law 
would allow this same company to treat us any differently than it does their 
other operators 

We all hope that you will be able to help us 
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ExHIsIT 1 


Operating telephone company data as of end of 1955 


| ! 

| Bell System | Independent Total 

| | 
Number of companies in United States | 23 4, 700 | 4, 723 
Number of telephones | 48, 029, 000 | 8, 215, 000 56, 244, 000 
Number of exchanges 6, 850 | 10, 740 17, 590 

Presently exempt (less than 750 stations) N. A. | 28 657 N. A 

Employment total | 629, 800 | 94, 200 724, 000 
Number of operators | 3 198, 110 38, 365 236, 475 
Number of operators presently exempt | N. A. | ¢ 22, 400 | N.A 


N. A.—Not available. 

1 Includes Cincinnati & Suburban and Southern New England Telephone Co. and A. T. & T. long lines 
department 

? Manual exchanges 5,553; dial exchanges 3,104 

3 October 1955 

4 Manual exchange only. 

Sources: (1) Company, telephones, exchange and total employment figures—1955 Statistics of the Inde- 
pendent Telephone Industry, U. 8. I. T. A. Washington, D. C., July 1956. (2) Number of operators in 
Indiana companies—Statement of Harry W. Pike Before Wage and Hour Administrator, Table 1, Washing- 
ton, D. C., September 15, 1955. (3) Bell operator data—Earnings of Communications Workers, October 
1955—Joint FCC and BLS Annual Publication BLS Bulletin No. 108 


EXHIBIT 2 


Major non-Bell telephone holding companies in United States, 1955 





: ; : | 
Number Tele- | Em- | Annual | Gross invest- } Annual net 
Company of sub- phones | ploy- gross | ment in plant | income 
sidiaries | ees | revenue 
General telephone, total | } 

United States 43 | 2,547,952 | 37,875 ($205, 258, 000 $671, 307, 000 | ' $31, 007, 000 
Telephone 38 | 27,864 | 199, 565, 000 | 21, 896, 000) 
Other 5 10, 011 5, 693, 000 (10, 200, 000) 

United Utilities 17 362, 678 5, 008 27, 808, 048 | 92, 710, 389 2, 866, 286 
Telephone 14 | 24,208,298 | 77, 154, 861 | 
Other 3 3, 599, 750 15, 555, 528 
Central Electric & Gas Co 3,216 | 33,382,535 | 76, 178, 750 1, 992, 873 
Telephone : 6 223,495 | 2,465 | 17,339,119 
Other 751 16, 043, 416 
Western utilities: ? 
California Water & Tek 
phone 97, 100 1, 300 12, 652, 000 54, 180, 000 2, 119, 000 
West Coast Telephone 130, 300 1, 700 5, 230 36, 711, 000 1, 363, 000 
Southwestern States 106, 500 1, 200 8, 036, 000 25, 887, 000 1, 038, 000 
Total independent telephone 
industry in United States 4,700 | 8,215,000 | 94, 200 | 574, 558,000 | 2,000, 000,000 | 355, 136, 000 


! Company total, including foreign holdings and minus certain parent company deductions for expenses 

2 Western Utilities owns common stock as follows: Percent of outstanding issue of common stock: 15.07 
percent, California Water & Telephone; 19.28 percent, West Coast Telephone; 4.7 percent, Southwestern 
States 

3Class A, B, C, and D companies reporting to FCC. 


Sources: (1) 1955 Annual Reports to Stockholders—General Telephone Corp., United Utilities and 
Western Utilities; (2) Moody’s Public Utilities, 1956; (3) 1955 Statistics of the Independent Telephone 
Industry 


Mr. BLAnKeENsuHIP. I might add, Mr. Chairman, that this state- 
ment that we have here was presented in person by Mrs. Rathbun 
before the Senate subcommittee, but we were unable to bring her 
from Missouri right at this time to appear before this committee. 

Mr. Keiiey. Mr. Griffin, do you have questions ? 

Mr. Grirrix. Mr. Blankenship, to what extent is the telephone 
industry organized by your union 4 
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Mr. Bianxensuir. There are, Mr. Griffin, approximately 600,000 
to 700,000 telephone workers, and we represent well over 50 percent 
of the telephone workers. 

Mr. Grirrin. Do you have any idea as to the extent of your organi- 
zation’s representation in exchanges with less than 750 stations about 
which we are talking ? 

Mr. BLanKensuHiP. We have no idea of the number of people, the 
reason for that being that those companies in that category do not 
report to the Labor Department, and we have no way of getting the 
exact figure. We could possibly furnish, if you wish, at a later time, 
some estimated figures. 

Mr. Grirriy. If it is convenient, I think it would be a good thing 
to have in the record. 

Mr. Ke.ixy. Will you supply us with that information, Mr. 
Blankenship ? 

Mr. Biakensntp. I would be glad to, Mr. Chairman. 

(The information referred to will be available for reference when 
furnished. ) 

Mr. Grirrin. According to some testimony we had last week from 
Mr. Clyde McFarlin, with an attached exhibit compiled from the 
telephone directory 1948, 1949, and 1955, there are 2,095 manual 
exchanges with less than 150 telephones, which is nearly half of the 
5,500 manual exchanges in the country with less than 750 telephones, 
the group with which we are concerned here. 

One of the problems that was brought to our attention and about 
which I would ask you is that the typical rural telephone exchange 
which has 100 or 150 telephones, as we are told, is run in someone’s 
home, quite typically a family operation. 

I have just made a few figures here and, if my mathematics are 
correct, at $1.25 an hour for 24 hours a day, that would be $30 a day, 
and $900 a month for labor to operate with 1 operator. 

Assuming 100 telephones in an exchange, the labor cost alone, 
without anything else, would amount to a charge of $900 a month. 

You might ¢ check and see if my mathematics is correct. 

I would assume that, in order to have any capital investment, in 
order to have any profit, those farmers would have to pay a telephone 
bill in the neighborhood of $12 or $13 a month. What is the answer 
to that? That is something about which we have to think. 

Mr. BLANKENSHIP. Mr. Griffin, in the beginning let me say this, 
and then I will give you an example. 

We are e already on record that we do not mean these people who 
operate a telephone switchboard in their homes. 

Mr. Grirrin. You are not asking that that exemption be taken out. 

Mr. BLANKENSHIP. We are on record that we are not opposed to 
the operation of switchboards in the home being exempted. The 
exemption we are on record as opposed to is an exemption to something 
like the General Telephone Co., which we just mentioned, where they 
have telephone operators exempted, and they are a multibillion dol- 
lar corporation. 

I would like to give you an example. 

I was here the other day when Mr. McFarlin was testifying, and 
he was making the statement about a $9 or $10 per month telephone 
bill for farmers in rural areas. I took the privilege of looking up 
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some company that we did not even represent. One of them was in 
the home town of Mr. Landrum. I am sorry that he is not here. 

Mr. Landrum’s home is in Jasper, Ga., I understand. The Jasper, 
Ga., tele phone exchange is owned and operated by the Canton Tele- 
phone Co. The Canton Telephone Co. has two exc ‘+hanges, one in Can- 
ton, Ga., and one in Jasper, Ga. 

Now, the Jasper, Ga., exchange is a completely automatic exchange, 
unattended, no operators. There would be no effect whatsoever on 
the price of the telephone to the farmer in that area were this exemp- 
tion removed. 

In Canton, with the same company, the exchange has close to 1,900 
telephones. They at present are not exempted, and they pay the mini- 
mum wage. That is a fairly good example cross country of the way 
this thing works. 

There are not too many places where you would find this type of an 
exe —— affecting the farmers that you are talking about. 

Mr. Grirrin. I do not have any figures, but I know that in my dis- 
trict of 11 countries, most of it being rural, I can think of lots of little 
towns where that exact situation prevails. 

I am interested in your point that you are not particularly aiming 
at that type of operation. 

Mr. BLANKENSHIP. That is correct. 

Mr. Grirrin. That is all. 

Mr. Kreitixy. We thank you and your associates very much for ap- 
pearing here today. 

The committee will stand adjourned until 10 o’clock Tuesday, 
April 16. 

(Whereupon, at 10:40 a. m., the ere recessed, to recon- 
vene at 10 a.m. Tuesday, April 16, 1957.) 
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TUESDAY, APRIL 16, 1957 


Hovse Or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS OF THE 
COMMITTEE ON EDUCATION AND LABOR, 
Washington, D.C. 


The subcommittee met at 10 a. m., pursuant to recess, in room 429, 
Old House Office Building, Hon. Augustine B. Kelley (chairman of 
the subcommittee), presiding. 

Present: Representatives Kelley, Landrum, Ayres, and Griffin. 

Mr. KetLey. The committee will please come to order. 

The Chair will recognize the clerk for insertions in the record. 

Mr. A. R. Ketiey. Mr. Chairman, a number of communications 
have come in with regard to the issue under consideration. 

I herewith submit them to you for inclusion in the printed record. 

A letter from L. A. Darling Co., respectfully referred by Hon. 
August E. Johansen. 

A letter from an attorney, Ben Turner, respectfully referred by 
Hon. Frank Boykin. 

A letter from Lewiston Auburn Transit Co., respectfully referred 
by Hon. Frank M. Coffin. 

A letter from Hon. Ralph W. Gwinn, respectfully referred by 
Hon. Augustine B. Kelley. 

A letter from Mid City Transit Corp., respectfully referred by 
Hon. Augustine B. Kelley. 

A letter from Mohler & Talent, attorneys, respectfully referred by 
Hon. Thomas B. Curtis. 

A letter from the Retail Merchants Bureau, Greenville Chamber of 
Commerce, respectfully referred by Hon. Graham Barden. 

A letter and a statement from the Minnesota Telephone Association, 
respectfully referred by Hon. Coya Knutson. 

Mr. Keviey. Without objec tion they will be included in the record. 

(The material referred to is as follows :) 


L. A. DARLING Co., 
Bronson, Mich., March 25, 1957 
Hon. Aucust E. JOHANSEN, 
House Office Building, Washington, D.C. 


Dear AvuGustT: It has come to our attention that there is an effort being made 
to eliminate the present exemption, under the Federal wage and hour law, of 
America’s retail establishments. 

We feel, very definitely, that the retail establishments (which now have an 
average wage of better than $1.50 per hour), have consistently adjusted wages 
in the competitive markets of the country upward far beyond the productivity 
they have been able to achieve from their workers. Actually, the wage cost, 
as a percentage of sales, is not maintaining a normal level but is constantly 
increasing. 
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We understand that there is a possibility efforts might be made to exempt 
stores under a certain volume of sales classification. This, in our opinion, 
would put these smaller stores to a greater disadvantage than they are at the 
present time as they would be attempting to complete with lower priced labor and 
would not be able to get the caliber of employees needed to sustain their 
business. 

We feel that a further mandatory increase in cost of retail operation would 
greatly curtail the opening of new, and expansion of present, retail outlets so 
necessary to serve the expanding population of the United States. This would 
adversely affect all construction workers and all workers in equipment manu- 
facturing industries. It would, undoubtedly, reduce the number of distributive 
retail outlets which are so necessary in the development of the competitive spirit 
and which have been so helpful, by the same token, in keeping retail prices to 
a minimum. 

Any mandatory cost increase by law could do nothing more than increase 
costs of distribution and the cost of the article at the point of sale and decrease 
retail profits already too low. 

This could be far more harmful to the country in reducing the number of 
retail outlets, which in turn could materially affect the economy in the volume 
of goods distributed; thus affecting the employment of millions in consumer 
goods manufacturing industries. 

We believe that the past policy of only legislating wages on interstate com- 
merce should be continued. We believe that wages for those doing local busi- 
ness should tend to follow general wage patterns more suitable to the peculiarity 
of the locality itself. 

We urge you to present our message to the members of the committee in the 
Senate and the House considering this matter. 

By all means, we urge that neither committee act until after the Bureau of 
Labor Statistics has completed its survey of retail wages and hours. 

Thanking you for your attention to this matter, we are 

Very truly yours, 
TROWBRIDGE H. STANLEY. 


Mosite, ALA., March 6, 1957. 
Hon. FRANK W. BoyKIN, 
House of Representatives, 
v ashinaton., dD. by 

GENTLEMEN: One of the principal industries in Alabama is cutting and market- 
ing forest products. Logging and pulpwood operations are now being con 
ducted by small-business men with limited capital It is apparent that by far 
the greater volume of pulpwood and logging is carried on under the provisions, 


now a part of the Fair Labor Standards Act, which exempts certain forestry 


operations from the minimum wage and overtime provisions of the act. 
The provision granting the exemption is section 13 (a) (15), which reads: 
“The (minimum wage and overtime pay) provisions * * shall not apply 


with respect to any employee employed in planting or tending trees, cruising, 
surveying, or felling timber, or in preparing or transporting logs or other forestry 
products to the mill, processing plant, railroad, or other transportation terminal 
if the number of employees employed by his employer in such forestry or lumber- 
ing operations does not exceed 12.” 


[ think that 90 percent of the pulpwood produced in Alabama is produced 
under the above-quoted exemptio Sawing logs and producing pulpwood are 


not factory-type operations. If the exemption now allowed was repealed, the 
small pulpwood producer and logger would be required to keep strict records of 
wages and overtime on every person engaged in the work. These recordkeep- 
ing regulations would greatly increase tl 
in such work. 

It would probably mean that the small pulpwood producer would be unable to 
carry on the work and business which now furnishes him a livelihood, and the 
work of producing pulpwood and sawing logs would have to be done by large 
corporations which, because of the volume of work which they are able to carry 
on, would permit them to meet the expense of complying with the law. 

We are informed that several bills have been introduced, in both the Senate 
and the House, to repeal the aforesaid exemption A greater blow to the 
independence and progress of thousands of small-business men, who ure now able 
to make a living, could not be struck. 
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We are not undertaking to identify the numerous bills which seek to repeal 
the exemption, but do feel that any bill which seeks to do so should be defeated 
in the interests of many citizens of Alabama engaged in forestry operations under 
the aforesaid exemption. We respectfully urge you to endeavor to defeat any 
measures which would repeal the exemption. 

Under the existing law farmers and pulpwood dealers employing 12 men or 
less, may plant trees without being required to comply with the minimum and 
overtime provisions of the Fair Labor Standards Act. In the exercise of this 
right, they are encouraging the planting of trees, which will ultimately furnish 
an income to owners of timberlands, and furnish them tracts of timber upon 
which they may operate. The repeal of the so-called 12-man exemption would 
destroy this right of timber owners, unless such owners could be classed as 
bona fide farmers. The wealth of this country is being restored by the encour- 
aged planting and growth of pine timber. To fix it where such planting would be 
discouraged by requiring the payment of the minimum wage and compliance with 
the overtime provisions and the recordkeeping requirements of the Fair Labor 
Standards Act, would deprive the South of one of its greatest assets, namely the 
ability and opportunity to reforest its pine lands. 

With kindest regards and best wishes, I am 

Yours sincerely, 
Ben D. Turner, Attorney at Law. 


LEWISTON-AUBURN TRANSIT CO., 
Lewiston, Maine, March 4, 1957. 
Hon. FRANK M. CorFIn, M. C., 
House of Representatives Building, 
Washington, D. C. 


DEAR FRANK: The Senate Subcommittee on Labor is now conducting hearings 
on S. 1267, a bill which proposes the elimination of the provision now exempt- 
ing transit employees from both the minimum wage and maximum hours pro- 
visions of the Fair Labor Standards Act of 1938, as amended, and the Labor 
Standards Subcommittee of the House is scheduled to hear similar bills this 
week. 

The unfortunate situation generally in this industry nationwide, is a matter 
of common knowledge and during the past several years many communities 
have been deprived of this important facility due to inability to exist upon the 
available revenue, or have had to put up with little more than a token service. 
An integrated comprehensive bus transportation system is a valuable asset to 
any community, and it contributes largely to the relief of downtown congestion 
as it provides the most economical use of the limited highway area, a bus pas- 
senger taking up 10 or less square feet as compared to 150 square feet upwards 
for the automobile passenger. This is becoming recognized and all over the 
country movements are under way to relieve the bus operators of motor fuel 
taxes which are devoted to building State highways, which these local buses 
do not use, being confined to their certificated routes within the municipality, to 
reduce very heavy license fees which are devoted to the same purpose, and to 
afford relief wherever possible and justified in other directions. 

Working hours of bus company employees are largely out of control of the 
operator. Service must be provided as demanded by the public and unfortu- 
nately these demands cannot be efficiently scheduled into a structure provided 
by this statute. 

Our companies in Lewiston and Portland, the largest local operations in the 
State, showed losses of approximately $25,000 and $39,000 respectively in 1956. 
There has been a further very decided slump in revenues since the first of this 
year and the outlook for 1957 is even more dismal. Such losses cannot be ab- 
sorbed indefinitely and the imposition of a burden such as would follow the 
enactment of this proposed measure would probably result in very early sus- 
pension of this essential local service in the State of Maine. 

I trust that you will use all influence at your command to see that this ter- 
rific burden be not imposed upon bus operators of this State who are struggling 
gallantly to keep the service going. 

With all best wishes, I am, 

Yours sincerely, 
ALFRED SWEENEY, 
Vice President and General Manager. 
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HOUSE OF REPRESENTATIVES, 
Washington, D. C., April 2, 1957. 
Hon. AUGUSTINE B. KELLEY, 
Chairman, Subcommittee on Labor Standards, 
Education and Labor Committee, House of Representatives, 
Washington 25, D.C. 

Deak COLLEAGUE: On March 19 I introduced H. R. 6150 which I understand 
was referred to your subcommittee. 

I would like the committee to consider in the nature of a substitute the 
following : 

Strike out all after the enacting clause and insert in lieu thereof the 
following : 

That section 3 (e) of the Fair Labor Standards Act of 1938 is amended to 
read as follows: 

“(e) ‘Employee’ includes any individual employed by an employer, but shall 
not include any individual who, under the usual common law rules applicable 
in determining the employer-employee relationship, has the status of an inde- 
pendent contractor any individual who is not an employee under such common 
law rules, except that such term shall include any individual who performs 
services for remuneration for any person 

“(1) as an agent-driver or commission-driver engaged in distributing meat 
products, vegetable products, fruit products, bakery products, beverages (other 
than milk), or laundry or dry-cleaning services, for his principal ; 

“(2) asa full-time life insurance salesman ; 

“(3) as a homeworker performing work according to specifications furnished 
by the person for whom the services are performed, on materials or goods fur- 
nished by such person which are required to be returned to such person or a per- 
son designated by him, if the performance of such services is subject to licensing 
requirements under the laws of the State in which such services ure performed ; 
or 

“(4) as a traveling or city Salesman, other than as an agent-driver or com 
mission driver, engaged upon a full-time basis in the solicitation on behalf of, 
and the transmission to, his principal (except for sideline sales activities on be- 
half of some other person) of orders from wholesalers, retailers, contractors, or 
operators of hotels, restaurants, or other similar establishments for merchandise 
for resale or supplies for use in their business operations: if the contract of 
service contemplates that substantially all of such services are to be performed 
personally by such individual; except that any individual described in clauses 
(1), (2), (3), or (4) shall not be included in the term ‘employee’ if such indi 
vidual has a substantial investment in facilities used in connection with the per 
formance of such services, or if the services are in the nature of a single trans- 
action not part of a continuing relationship with the person for whom the serv- 
ices are performed.” 

I hope this can be considered in the committee rather than for the amendment 
to be made from the floor. 

Sincerely, 
RALPH GWINN 


Mip-Ciry TRANSIT CorP., 
Widdletown, N.Y... Mareh 11, 1957 
Hon. AUGUSTINE B. KELLY, 
House of Representatives, 
Washington, D. C. 

DEAR Sir: It has been brought to our attention that the Labor Standards Sub 
committee is considering the elimination of the exemption of transit employees 
from the provisions of the Fair Labor Standards Act of 1938. 

We have tried to show, in very brief form on attached sheet, the effect this 
will have on city buslines in your State as well as other States. 

Yours truly, 
Frep S. Snyper, Vice President. 


The statistics on the transit industry of the United States show that between 
1947 and 1954: (1) the cost per mile of operation went up 40.9 percent, and (2) 
the total operating revenue went up only 5.7 percent. 

What effect did this have? The vehicle miles traveled went down 24 percent 
and the number of vehicles in transit service went down 17.7 percent. These 
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two figures represent curtailment of service, abundonment of routes, and com- 
plete loss of service in many cities. 

As mentioned before, the operating revenue went up 5.7 percent. However, 
the number of riders decreased 45 percent. Thus the revenue per passenger 
went up 92 percent with very little increase in total revenue. 

Therefore, any increase in cost due to wage-hour regulation can only have one 
result—less transit service throughout the country. 

Practically all operators pay the minimum wage or better because of com- 
petition for labor. However, hours must be arranged to meet passenger de- 
mand, not the convenience of the driver. 


1947 1954 Percent of 
change 


Transit passengers | 22, 540, 000, 000 12, 392, 000, 000 —45 
Vehicle miles | 3,342, 400, 000 2, 548, 800, 000 —24 
Operating revenue | $1, 390, 800, 000 | $1, 471, 000, 000 | 5 7 
Operating cost | $1, 238, 740, 000 | $1, 337, 260, 000 | +7.9 
Cost per mile | $0. 37 $0. 52 +-40.9 
Revenuc/passenger $0. 062 $0. 119 +92 

Vehicles in service 92, 601 76, 198 | 17.7 
Rides/capita urban population | 99.3 | 49.8 | —49.8 

Note.--Statistics from 1956 edition of Mass Transportation Directory 


Hon. Tuomas B. Curtis, 
House of Representatives, 
House Office Building, 
Washington, D.C. 

Dear Mr. Curtis: It is with great anxiety that I view the current move on 
the part of some groups to extend the coverage of the Fair Labor Standards 
Act of 1938 into areas which are strictly of local concern. It appears to me 
that such action constitutes a basic violation of the spirit and principle of the 
10th amendment to the Constitution of the United States as well as subversion 
of the findings and policy underlying the Fair Labor Standards Act of 1938, as 
amended. 

‘Yoo much and too often are such groups denying the principle of the reservoir 
of power in State government and attributing only to Federal authority the 
judgment and ability necessary to deal with local problems. Permitting Federal 
action only as to questions truly national in character and scope and truly 
affecting the national welfare assures adequate and proper treatment of and 
necessary concentration on matters of truly national interest. A diversion of 
national authority and finances into matters of local concern can only weaken 
Federal accomplishment in its proper sphere. On the other hand, by the pres- 
ervation of multiplicity and individuality of approach in local areas and the 
reservation to local government that which is local government’s concern can 
we assure the virility and strength which has made us great. We must encour- 
age, not discourage, local government’s assumption of its proper obligations and 
responsibilities in appropriate areas. 

The Fair Labor Standards Act of 1938 was intended originally to make effee- 
tive the publie policy that interstate commerce should not be made the instru- 
ment of competition in distribution of goods produced under substandard labor 
conditions, which competition was injurious to commerce and to the States from 
and to which commerce flows. It was intended to prevent the channels of inter- 
state commerce from being used to spread and perpetuate substandard labor 
conditions that tend to undermine a minimum standard of living necessary for 
health, efficiency, and general well-being of people. It was intended to leave 
local business to the protection of the States. It would follow, therefore, that 
only where the channels of commerce are being misused that Federal authority 
should apply. ‘This is hardly the case in the instant move for extended coverage. 

The burden of proving the national interest and welfare concerned, and the 
abuse of the channels of commerce, lies upon the proponents of extended cover- 
age In view of congressional action in the past, and unless intervening cir- 
culnstances have changed substantially, a presumption of continuance of local 
character should apply unless overcome by clear and convincing proof to the 
contrary. No national interest and welfare appear from proposed amendments, 
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since all areas are clearly local in application and can have nothing but minimal 
effect on interstate commerce and conditions in States other than States affected. 
Very truly yours, 
Mitton QO. TALENT, 
Attorney at Law. 


House OF REPRESENTATIVES, 
Washington, D. C., March 11, 1957. 
Hon. GranaM A. BARDEN, 
Chairman, Committee on Education and Labor, 
Old House Office Building, Washington, D. C. 

DearR COLLEAGUE: Enclosed is a letter and copy of a resolution adopted by 
the board of directors of the retail merchants bureau, Greenville Chamber of 
Commerce, Greenville, S. C., in opposition to H. R. 4575 and other bills designed 
to extend the coverage of the Federal wage and hour laws. I, too, wish to enter 
my opposition to the pending legislation on this subject. 

Kindest regards and best wishes, 

Sincerely yours, 
Rosert T, ASH MORE. 


RETAIL MERCHANTS BUREAU, 
GREENVILLE CHAMBER OF COMMERCE, 
Greenville, S. C., February 28, 1957. 
Hon. Rorert T. ASHMORE, 
Post Office Building, Greenville, 8. C. 

Dear Mr. ASHMORE: Enclosed is a copy of a resolution adopted by the board 
of directors of this organization and the Greenville Chamber of Commerce on 
February 20, 1957, opposing bill H. R. 4575 and others designed to extend the 
coverage of the Federal wage and hour laws. 

Any action you might initiate in Washington in expressing the opinions con- 
tained in this resolution will be greatly appreciated. 

Cordially, 
Donat R. Hi11, Director. 


Whereas several bills have been submitted to the Congress of the United 
States designed to extend the coverage of the Federal wage and hour law, 
including H. R. 4575 and others; and 

Whereas we believe that the implications of these bills go way beyond the mere 
extension of Federal wage and hour laws to retailers, in that they would pave 
the way for the Federal Government to subject the smallest operator of retail 
establishments and service trades to Federal unemployment compensation and 
Federal workmen’s compensation laws; and 

Whereas we believe that such legislation would infringe on the powers and 
prerogatives of each of the several States: Therefore, be it 

Resolved, That the board of directors of the retail merchants bureau goes 
on record as opposing the national legislation designed to increase coverage of 
the Federal wage and hour law; and further 

That this board recommends that the board of directors of the Greenville 
Chamber of Commerce take similar action and direct the congressional action 
committee to contact our Congressmen and representatives, stating opposition of 
both organizations to such legislation. 

Adopted this 20th day of February 1957. 


BOARD OF DIRECTORS, 

RETAIL MERCHANTS BUREAU OF THE 
GREENVILLE CHAMBER OF COM MERRCE, 
WILLIAM 8S. REYNER, President. 


Adopted and affirmed by the board of directors of the Greenville Chamber 
of Commerce this 20th day of February 1957. 
M. L. MILEs, 
Executive Vice President. 
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MINNESOTA TELEPHONE ASSOCIATION, INC., 
St. Paut, MiInn., March 7, 1957. 
Hon. Corya KNUTSON, 
House Office Building, Washington, D. C. 

DEAR CONGRESSWOMAN KNuTSON: We represent 266 Minnesota independent 
telephone companies operating 532 exchanges. 

There are presently pending in Congress, as you know, some 20 or so bills, 
to broaden the provisions of the Fair Labor Standards Act, namely, raising the 
minimum hourly wage and threatening to delete our 750 station operator exemp- 
tion which we have had for years. 

We vigorously oppose any boost in the $1 minimum. We vigorously oppose 
any change in the operator exemption. 

I, personally, attend all hearings before the Minnesota Railroad and Ware- 
house Commission to raise telephone rates. These days we regularly have 
farmers attending these hearings who voice strong objections to higher rates. 
We have other objectors, too, such as businessmen, housewives, etc., where a 
couple years Or more ago no one attended hearings to object. There is no com- 
pany that can absorb this thing. The using public will, perforce, pay. 

Here is an example based on $1.25 minimum and loss of the 750 station oper- 
ator exemption. 

We enclose herewith a study made on the Marietta (Minn.) Telephone Co. 
It has 1 exchange of 295 telephones. Actual operating results are calendar year 
1956. (See p. 999.) 

The impact would be tremendous. Rate increases of from $1.75 to $2.25 per 
month would have to be promptly approved by the Minnesota commission just 
to keep even with the 2.6 percent return earned in 1956. It could not be done 
and retain all telephones. This lower count of telephones would aggravate and 
compound the effect and cause the remaining telephones to pay still higher rates 
to make up the difference. 

We respectfully point out in this study case, based on $1.25 minimum hourly 
wage and based on the loss of the operator exemption, that: 

(1) About 67 percent more annual gross revenue would be necessary to keep 
even at a 2.6 percent return. 

(2) Operators’ actual wages for 1956 were $4,809. They would have to be 
raised by $6,111, or about one and one-half times resulting in total operators’ 
wages of $10,920. 

The result is absolutely beyond operating and managing feasibility. It cannot 
be done and have the company remain solvent. Farmers telephones would come 
out first. 

We area fully regulated industry. To raise rates requires a long, costly public 
hearing process and then await the Commission order. 

If we had the time we could prepare many more studies on other telephone 
companies. The effect would be the same. To pass such measures in Congress 
would legislate these small companies promptly into receivership. 

We ask that you oppose these measures when they come up. We ask that the 
750-station operator exemption be preserved at all costs. 

Telephone companies are barely keeping their heads above water now. Con- 
stantly rising operating costs could keep on without any special legislation to 
expedite the progressive attrition on net earnings. 

Any person who makes a study of the tremendous impact of such legislation 
will soon see and decide for himself that, if passed, the small telephone companies 
will not and cannot survive. 

Respectfully, 
Keira W. Voart, Secretary-Treasurer. 


Mr. Ketiry. Mr. Paul, you may proceed. 
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STATEMENT OF G. S. PAUL, VICE PRESIDENT IN CHARGE OF OPERA- 
TIONS, WESTERN UNION TELEGRAPH CO., ACCOMPANIED BY 
JOHN H. WATERS, GENERAL COUNSEL 


Mr. Paut. Lam G. 8S. Paul, vice president in charge of operations 
for the Western Union Telegraph Co. 

I have with me Mr. John H. Waters, our general attorney. 

Mr. Keiiey. Is Mr. Waters going to present a statement or any- 
thing ? 

Mr. Warers. No; I am not. 

Mr. Pavt. I appreciate the opportunity to appear before this sub- 
committee for the purpose of presenting my company’s views with 
respect to two groups of bills dealing with amendments to the Fair 
Labor Standards Act. 

Qur deep concern is with the damage that would be done to the 
public interest if a number of small retail stores, local in every sense 
of the word, were to lose their exempt status under the act simply 
because they, as agents of Western Union, handle a small number of 
telegrams as an accommodation and service to their communities. 

By reason of section 13 (a) 13, the act does not apply to an owner or 
an employee of a retail or service establishment when the only reason 
for coverage would be the fact that he is: 
engaged in handling telegraphic messages * * * under an agency or contract 
arrangement with a telegraph company where the telegraph message revenue 
* * * does not exceed five hundred dollars a month. 

Some of the bills under consideration would eliminate that exemp- 
tion. The elimination or modification of section 13 (a) 13 would re- 
sult in the discontinuance of telegraph service to thousands of com- 
munities throughout this Nation. 

Telegraph service agencies are as old as the telegraph industry itself. 
Western Union has served the Nation since 1851, and in so doing 
endeavors to see that telegraph service reaches as many points as 
possible. 

This policy has been responsible for the establishment of thousands 
of telegraph agencies throughout the Nation; such agencies, in turn, 
have proved to be ver y definitely in the public interest, since they have 
enabled us to bring telegraph service to many communities which could 
not be served in any other manner. 

Section 13 (a) 13 was written into the statute in 1949 only, I should 
like to emphasize, after full committee hearings. It was and is 
intended to protect the thousands of local agency arrangements, with 
proprietors of local retail merchandise or service ests ablishments, by 
means of which te egreph service is generally rende sei to the small 
communities of the Nation. Because of their retail or service func- 
tions, the proprietors of these establishments, as you “uno, are not 
affected by the act. 

However, prior to enactment of section 13'(a) 13, Western Union 
and its local agents were faced with conflicting court decisions. This 
arose when one circuit court of appeals ruled that, despite the fact 
that they were involved primarily in retail service businesses, such 
agents were employees of Western Union, while another circuit court 
of appeals ruled that such agents were, in fact, independent contrac- 
tors rather than employees of Western Union. 
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The Supreme Court refused to review the question. 

Mr. Lanprum. You mean by that the Supreme Court refused to re- 
view the second decision you referred to? 

Mr. Warers. That is right. They refused to review the decision 
which went against the compary on the issue. 

Mr. Pavt. In 1949, when the Fair Labor Standards Act of 1938 
was amended, Congress found it to be in the public interest to elimin- 
ate the confusion and the possible liability resulting from these two 
conflicting court decisions. 

It was recognized then, and it is equally true today, that if such 
agents were deemed to be employees of Western Union, substantial 
procedur: ul and administrative difficulties would result and direct 
telegraph service would be denied to small communities. 

Section 13 (a) (13) is just as necessary today as it was in 1949 
Western Union has about 8,600 agencies which are FLSA ex empt. 
These agents are generally the individual proprietors of a wide varietv 
of local businesses, including drug, grocery, hardware, clothing, furni- 
ture, and other stores. These operators come within the meaning of 
“retail or service establishments,” as defined in clause 2 of section 12 
(a) of the act, and their employees are FLSA exempt. 

Of these 8,600 agencies, approximate ‘ly 4,900 are located in small 
communities having a population of 5, 000 or less. These communities 
depend solely on agency representation for he telegraph service. 

The remaining 3,700 agencies are located in communities where 
Western Union also maintains its own cue operated telegraph 
offices. In such communities the agency supplements the service al- 
ready provided by Western Union offices, thus affording more con- 
venient telegraph service to the public, or extended hours of service. 

If Western Union’s agents were to face the loss of their FLSA 
exempt status merely because they represent the telegraph company, 
the only result would be the forced discontinuance of thousands of 
agencies, leaving an equivalent number of small communities without 
the telegraph service these agencies now provide. 

I might add that there are 2,085 communities in the 6 States rep- 
resented by members of this committee where such a situation might 
be e xpecte “d to occur. 

An example of an agency which makes it possible to bring direct 
telegraph service to a small community is the Vernon Laundrie gen- 
eral store at Rouses Point, N. Y., a community of about 2,000 with 
about 750 families. Rouses Point has been served by a teleprinter 
agency for more than 15 years. 

This agent sends and receives, on an average, a total of 13 mes- 
sages a day, which requires approximately 90 minutes of his time. 
The average commission of Mr. Laundrie is $98 per month, and the 
average monthly telegraph revenue is $207. 

[ might note that to provide the same hours of service through 
a directly operated Western Union office would cost a minimum of 
approximately $600 per month, a situation which could not be eco- 
nomically justified. 

Telegrams for the community are transmitted to and from the 
agent by a teleprinter through the Western Union message center 
at Plattsburgh, N. Y.,25 miles distant. 
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Mr. Keiiy. That instance of Rouses Point, N. Y., that man is just 


a part-time employee. Only part of his time is spent in the tele- 
graphic work. 


Mr. Pavun. Yes, a very small part of his time. 

Mr. Keiiey. Proceed. 

Mr. Pavx. The handling of telegrams at such an agency involves 
only a relatively small part of the agent’s local activity and seldom, 
if ever, requires the assignment of additional work time. 

For example, at the Laundrie general store, where telegraph service 
is available over a spread of 10 hours di aily, the average of 13 telegraph 
messages a day may be handled in short order by the agent. 

Prior to the enactment of section 13 (a) (13), it was claimed that 
the handling of even a single Western Union eer would result in 
the loss of the exe mpt status as a retail establishment. 

But with the enactment of that section, the agent was protected 

against the possibility of the loss of his exempt status simply because 
of these incidental tele graphic transactions. 

It is self-evident that the proprietor of a small retail or service 
establishment will not enter into a contract with Western Union, or 
continue with the agency service he now provides, if this means that 
his exempt status under the act would be jeopardized. 

Such a proprietor is not equipped or geared to prepare and maintain 
the necessary records; his operations and the incidental telegraph 
handlings he performs do not justify the time and expense involved in 
accepting coverage under the act. 

‘hese are the very factors which brought about the retail or service 
establishment exemption in the first place, and there is no basis for 
oecnens that the principles which determined such exemption 
should become ee ‘le merely because such a proprietor takes on 
an agency which more often than not produces only a nominal con- 
tribution toward the cost of his rent or overhead. 

In this connection, may I call to the attention of the committee 
the fact that Secretary of Labor James P. Mitchell, in his appearance 
before this subcommittee on March 5, 1957, and before the Senate 
Subcommittee on Labor on = ‘bruary 25, recommended amendments 
to the coverage of the law which, in Mr. Mitchell’s words 


would not bring within the coverage an individually owned and controlled 
establishment erely because operates under a franchise from, or has con- 
tractual relations. with, an enterprise that is covered. 
hat is precisely the situation of the local retail merchants who 
: : CE he OE tee : v | ; 
represent \yestern Unlon on an agel JASIS 
U2 ler t] » Cire) ral , it 7 1] eful nur Ww ld 
nder these circumstances, 1t Is « ar that no u I purpose wouk 
] — . mnatiny f +7 : ‘ » 
be served by the elimination of sect on 13 (a) (13) 


Removal of that exemption would simply result in the cancellation 
by the agents of their contracts, with the result that there would be 
no extension of Fair Lab 
local establishments. 

Even more importantly, the public would suffer by being denied 
telegraph service supplied by these agents, and the agents themselves, 
who in the main represent nail business in the truest sense of that 
phrase, would be denied the modest income they now receive from 
Western Union. 
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In the light of these facts, my company urgently requests that 
the telegr aph agency exemption provided for in section 13 (a) (13 
be retained in the law. 

I should like now to address myself to another group of bills under 
consider: ation by this subcommittee ; namely, those which deal with 
an increase in the present minimum wage to $1.25 per hour. 

Mr. Ketiey. We are not considering raising of the rate from $1 
to $1.25 in this legislation. That is not under consideration. 

Mr. Paux. It was my impression that you were. 

Mr. Ketiry. There is no proposal to raise it to $1.25 in the legisla- 
tion that we are considering. 

Mr. Pautu. If that is true, sir, I believe that the remainder of this 
statement could then be eliminated. It was our impression that there 
were bills before the subcommittee. 

Mr. Kriiry. There are, but we are not considering raising the rate 
at all this year. 

Mr. Pau. Then there is no point to the rest of the statement. 

Mr. Ketiey. Does that complete your statement ¢ 

Mr. Pau. That would complete my statement at that point, then. 

Mr. Keviey. Mr. Landrum. 

Mr. Lanprum. I have just one question. 

Do you feel that if we extend our Fair Labor Standards Act to 
cover retail merchants, retail establishments where you have installa- 
tions such as you describe here, you would need any specific exemp- 
tion in the act other than what is already i in 13 (a) ? 

Mr. Pauw. If the exemption which is already in 13 (a) (13) is 
retained we would need nothing further; no. 

Mr. Lanprum. Whether or not it is extended to the mercantile 
establishment that might have one of your installations there 4 

Mr. Pauw. If the extension of the act to cover mercantile establish- 
ments is based on another fact than the fact they operate as Western 
Union agents ? 

Mr. Lanprum. Suppose that they were to include the receipts of 
your small-town agent in his gross sales, would 13 (a) still exempt 
him; do you feel ? 

Mr. Waters. Yes, it would; but they do not operate that way. 

Mr. Lanprum. I understand that. Iam looking at the possibilities. 

Mr. Waters. You see, you must understand these people are not 
really employees of the telegraph company in any sense. They are 
lobe ident operators. This telegraph service they perform takes 
up a small part of their time. It is a sort of byproduct operation 
on their part. 

Mr. Lanprum. There have been instances where the administrator 
wanted to include the receipts from such inst: lations as you have, 

r bus-transportation companies, where they ace tic kets, to get them 
engaged in interstatecommerce. Is that correct, 

Mr. Waters. It is not so much the receipts as the ‘administrator said 
because their employees themselves handle telegrams that they had 
to pay the minimum wage and the overtime. 

Mr. LAnprum. You feel if we leave this section 13 (a) as it is, that 
any further extension of the act as to the retail establishments would 
not concern you? 
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Mr. Waters. Well, if you knock out the exemption in favor of these 
retail service establishments, then, of course, it would not affect us 
because they would have to keep the records and pay the overtime. 

Mr. Lanprum. That is the reason I asked the question. 

Actually, by extending that then we would eliminate the exemption. 

Mr. Warers. That is right. You would eliminate the need for it. 

Mr. Pau. May I state this, Mr. Congressman: We have many thou- 
sands of agents who are covered by FLSA for reasons of their other 
activities, not because they are agents of Western Union. 

Mr. Lanprum. I understand that. 

That is all, Mr. Chairman. 

Mr. Ketiey. Mr. Griffin. 

Mr. Grirrin. I have no questions. 

Mr. Ketiey. Thank you very much, Mr. Paul. 

Mr. Paut. You are welcome, gentlemen. 

Mr. Ketiry. Mr. Vogt, you have quite an extended statement. Do 
you propose reading it all, or summarizing it ? 


STATEMENT OF KEITH W. VOGT, EXECUTIVE SECRETARY, MINNE- 
SOTA TELEPHONE ASSOCIATION, INC., ST. PAUL, MINN. 


Mr. Voer. Mr. Chairman, I propose to summarize my statement and 
point up the highlights of it. I would request the full statement be 
made a part of the record in this proceeding, if you please. 

Mr. Keiiry. Yes; that may be done without objection. 

(The statement referred to is as follows:) 


STATEMENT OF KEITH W. VoGtT, EXECUTIVE SECRETARY, MINNESOTA TELEPHONE 
ASSOCIATION, INc., Sv’. PAUL, MINN. 


My name is Keith W. Vogt, executive secretary of the Minnesota Telephone 
Association, Ine., 512 Hamm Building, St. Paul, Minn. This association is one 
of the largest in the United States and represents the telephone industry in Min- 
nesota which, as of January 1, 1957, had 266 independent telephone companies 
operating 532 exchanges. In addition to this there is one Bell company, namely, 
Northwestern Bell Telephone Co., which presently operates 143 exchanges. 

For about 6 years immediately following World War II I was chief accountant 
of the Public Utilities Commission of Nebraska as head of the accounting depart 
ment in charge of all telephone regulation. In this postwar period the Nebraska 
commission handled more telephone rate cases than in the prior 20 vears of the 
Nebraska commission all put together. I was actively and directly involved 
in each one. I ama graduate of the University of Nebraska and hold a commis 
sion of lieutenant commander in the United States Naval Reserve from Worid 
War Il 

My appearance here today is for and on behalf of the United States Independent 
Telephone Association, the national trade organization representing the inde- 
pendent segment of the telephone industry in the United States. 

There are about 4,700 independent telephone companies in the United States 
and they offer telephone service through about 10,500 exchanges to an even 
larger number of cities, towns, and small communities with about 84 million 
telephones in service. This is only about one-seventh of the telephones in service 
in the United States, but these 8% million telephones serve over two-thirds of 
the geographical area of the country. It is respectfully submitted that the inde 
pendent telephone companies actually serve twice as many communities as the 

sell System. The Bell System generally operates in the larger metropolitan 
areas, where the independent companies operate in the smaller cities, towns, 
villages, and rural areas. It is emphasized that 80 percent of the independent 
telephones are in residences. 

My appearance here today in behalf of the United States Independent Tele 
phone Association is to voice our vigorous opposition to the repeal or amend- 
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ment of section 13 of the Fair Labor Standards Act, which provides: “The 
provisions of sections 6 and 7 shall not apply with respect to * * *(11) any 
switchboard operator employed in a public telephone exchange which has not 
more than seven hundred and fifty stations.” 

We appear in opposition to the several proposals presently before the Con- 
gress to repeal this exemption for many reasons. To repeal this section 13 of 
the Fair Labor Standards Act, or to modify it in any way, would result in many 
upward adjustments in telephone rates to all subscribers of the affected ex- 
changes. 

To repeal or modify this operator exemption would expedite the process of 
attrition on net earnings which seems to be constantly underway because of 
higher operating costs progressively year by year. 

The existing economic conditions in the independent telephone industry abso- 
lutely require the preservation of the 750-station operator exchange exemption 
because the substantial and widespread increases in rates its repeal would 
cause would bring the old economic law of diminishing return into play simply 
because we have no way to require people to retain their telephones at con- 
stantly higher and higher exchange rates. 

I will point out later in my statement the tremendous impact of this matter 
in an actual study case of the Marietta Telephone Company, of Marietta, Minn. 

Our telephone industry is not defending substandard operators’ wages and 
we emphasize that we are generally paying wages to operators in these small 
exchanges in the small communities, which are equal to or better than average 
of the going rate in the community. Any attempt to prescribe minimum hourly 
wages to operators in the small towns throughout the land, which minimum 
would be higher than the other positions in the town where employers are not 
engaged in interstate commerce and where employers are not required to meet 
the Federal hourly minimum wage, and create an imbalance in these smaller 
communities and certainly would not make the telephone company owner or 
anager a very good friend of his colleagues up and down Main Street. 

I would like to point out that in many independent telephone exchanges serv- 
ing under 750 telephones, living quarters with heat, light, and other utilities are 
commonly furnished to the switchboard operator or operators without charge. 
Many such exchanges are operated as family units. Certainly living costs are 
considerably lower in these small communities than in the large cities. 

In a good many small towns the telephone company is the only business 
subject to the minimum-wage requirements of the Fair Labor Standards Act 
as it is the only enterprise engaged in interstate commerce. It just does not 
make sense to prescribe minimum hourly wages for small towns and large 
cities alike, or for small telephone companies and large ones alike. 

It goes without saying that repeal of the operator exemption would result in 
sharply increased operating costs of the telephone exchanges that are now un- 
der the exemption. The only source from which such an affected company could 
meet these increased costs is the telephone subscribers whose rates would have 
to be increased in a very substantial manner. 

1, personally, attend all the telephone public hearings before the Minnesota 
commission to raise telephone rates. These days we regularly have farmers 
attending these hearings to voice vigorous and strong objections to higher 
rates. We have other objectors, too, such as businessmen, housewives, and 
others, where a couple years or more ago no one showed up at these hearings 
to oppose the rate increases. There is no one company that can absorb this 
impact. The telephone-using public will, perforce, pay. 

Attached to this statement is an actual study case. It was prepared by 
the St. Paul public accounting and auditing firm of Quail, Macoubrey & Co. 
which does a substantial amount of accounting, auditing, and rate case work for 
the telephone industry in Minnesota. This study of the Marietta Telephone Co. 
is based upon actual 1956 operating results to which have been applied, as an 
example, the potential effect and impact assuming that the Federal hourly 
minimum wage is Kept at $1 and that the 750-station operator exemption is 
repealed. This telephone company has 295 telephones and operates in western 
Minnesota. This is no special situation and is no especially selected case. It 
is fully representative of the class of telephone companies, not only throughout 
Minnesota, but throughout the United States which would, without question, face 
disaster if the operator exemption were repealed. 

By studying the statement attached it can easily be seen that rate increases 
of from $1.25 to $1.50 per month would have to be properly approved by the 
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Minnesota commission just to keep whole and about even with the 2.6 percent 
return earned in 1956. This could not be done under today’s rural economic 
conditions and retain all telephones. Therefore the lower count of telephones, 
which remain in service, would have to carry an even higher rate to make up 
the difference. The more telephones that are lost the more the financial situ- 
ation would be aggravated and the more the effect would be compounded for 
those left. 

On this actual study case the annual, local rental revenue from telephone rates 
would have to be raised by 44 percent per year to keep about even. 

Actual operators’ wages for 1956 were $4,809 as can be seen on the statement. 
They would have to be raised $3,951 to meet the requirements of a $1 minimum 
per hour if the operator exemption were lost. This would result in total opera- 
tors’ wages per year of $8,736 or an actual increase in operators’ wages alone of 
over 82 percent per year. 

These statements are the same type we use as exhibits in formal rate case pro- 
ceedings before the Minnesota commission. We emphasize to the Congress that 
the result illustrated by the attached statements is absolutely and positively 
beyond operating and managing feasibility. It cannot be done and have these 
companies remain solvent. We know from experience that the farmers’ tele- 
phones would be removed first and in great numbers. 

As you know our industry is a fully regulated one. To raise telephone rates 
usually requires a long, costly public hearing process before the various State com- 
missions. In the period which is generally referred to as the “regulatory lag” 
between the time the Federal minimum would apply to operators at $1, the time 
when the operator exemption would be repealed, and the date when the telephone 
companies would actually feel the result of the higher rates, we submit that 
these companies would literally bleed at the mouth. 

If the time were available we could prepare many more studies on other inde- 
pendent telephone companies. The effect would be the same. To pass such 
measures in Congress would legislate these small telephone companies promptly 
into receivership. We would like to point out that those companies which did 
survive would immediately be stampeded into converting to automatic dial to 
completely eliminate the greatest single operating cost of the business, namely, 
operators’ wages. Therefore we ask the question: Is it not true that those 
persons whom proponents are trying to benefit by higher and higher minimum 
hourly wages and broadening the coverage would be thrown out of work anyway? 
At least this is true in our business. 

We respectfully ask and request that you oppose these measures and that the 
750-station operator exemption be preserved at all costs exactly as it is now. 
These telephone companies are barely keeping their heads above water now. In 
this inflationary period of constantly rising operating costs we need no special 
legislation to speed up the progressive attrition that is going on each year on 
net earnings. We need no special legislation to force these comments to the wall. 
Any person who makes a study of the great impact of these proposals to delete 
the 750-station operator exemption will soon see and decide for himself that, if 
passed, the small telephone companies will not, and cannot, survive. 

Any increase in wages paid telephone operators hits a telephone company 
three times a day. Other industries and other employers may control their hours 
of operation but a telephone company must operate 24 hours a day and if itis a 
manual exchange it must bear the increased wage cost multiplied and compounded 
three times. That is why there is such a tremendous aggregate effect in this 
Marietta study case. Three operators at 8 hours each, daily, comprise, of course, 
a 24-hour day, and there is no computation in this study case at all for overtime. 

It is easy for the proponents of this legislation to attempt to knock out the 
operator exemption and to boost again the minimum hourly wage, and for them 
to say that it is easy to pass these higher costs along to the telephone users. We 
submit, truthfully and respectfully, that we do not desire to raise these telephone 
rates any higher than is absolutely necessary to produce a fair and reasonable 
net return per year and to meet the operating costs of the business. We can 
remember when the Federal hourly minimum was 40 cents. Then it was raised 
to 75 cents and effective March 1, 1956, it was again raised to $1 per hour. The 
regulatory commissions throughout the country are becoming more and more 
reluctant to approve increases in telephone rates primarily because of public 
opposition. This of course is a manifestation of the law of diminishing returns 
becoming effective. Many of the public bodies regulating the telephone industry 
are quite responsive to public sentiment. These commissions require strict proof 
on operating costs and the Minnesota commission is no different. We agree that 
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they should require strict proof, when we ask to raise telephone rates, and we 
can conclusively prove in these higher operating costs and we can fashion a pat- 
tern of local rates which will produce the required level of revenues if the tele- 
phones stay hooked up but we cannot prepare any exhibit or any pattern of 
rates which will guarantee that all of the subscribers will keep their telephones. 
Therein lies the critical crux of the problem. 

In the State of Minnesota as of January 1, 1957, there were 1,143,553 tele- 
phones. Of this total 231,912 telephones were owned and operated by inde- 
pendents and 911,641 were owned and operated by Northwestern Bell. As of the 
same date the Northwestern Bell telephones were 90.49 percent dial and the 
independents were 52.15 percent dial. 

The independents had 532 exchanges owned and operated by 266 companies. 
Of these independent telephone exchanges 199 were magneto operating 44,293 
telephones. Of the total 67 exchanges were common battery with 66,671 tele- 
phones. This means that out of the total of 532 exchanges in Minnesota exactly 
one-half or 266 exchanges are manually operated where there are telephone 
operators at the switchboards. Also, of the total, 266 exchanges were dial serv- 
ing 120,948 telephones. 

Carrying these Minnesota statistics just a step further I would like to state 
that there are, in Minnesota, 122 manual telephone exchanges under 750 phones. 
There are 110 telephone exchanges under 500 telephones. 

I have previously quoted subsection 11 of section 13 of the Fair Labor Stand- 
ards Act which creates the exemption absolutely needed by our industry. There 
was no such exemption in the original act when passed by Congress in 1938, 
but it quickly became apparent that if some exemption were not provided for 
the small telephone companies they could not continue to operate. While Con- 
gress recognized the necessity for an exemption there was some difficulty in 
determining the method of arriving at the type or measure of such exemption. 
The chief economist of the Wage-Hour Division of the United States Department 
of Labor on February 14, 19389, directed a telegram to each State regulatory 
body having jurisdiction over telephone companies, asking each one to state 
whether any part of the industry ought to be exempt from the wage-and-hour 
provisions of the Fair Labor Standards Act and, if so, what the basis of such 
exemption should be. 

We point out that replies were received from 36 State regulatory commis- 
sions. Twenty-two of the State commissions recommended that the exemption 
be applied to operators in exchanges of 1,000 telephones and under. One State 
commission recommended that the line of demarcation be exchanges of 750 
telephones and below. Six State commissions recommended that the line be 
drawn at 500 telephones and 1 State commission recommended that it be set at 
250 telephones or less. This shows that when the Wage-and-Hour Division of 
the Department of Labor in 1989 sent telegrams to the various State public- 
utility commissions that the principle of operator exemption from the cover- 
age received an overwhelming endorsement. The point to remember is that 
the principle of exempting operators was supported by the various State com- 
mission staffs who are the people that are closer to the problem than anyone 
else. 

After full consideration of the results of this investigation and of the evidence 
heard before the House Labor Committee, that body recommended a 500-station 
exchange exemption and in making its report stated: 

“This bill exempts from both the minimum-wage and maximum-hour standards 
of the act, any switchboard operator employed in a public telephone exchange 
which has less than 500 stations. The exemption of the operators of small tele 
phone exchanges is necessary to insure uninterrupted telephone communication 
service for the farmer and for the small rural community. Small telephone 
companies, on the whole, are financially unable to comply with the wage pro- 
visions of the act, and the sporadic character of the demand for service makes 
the application of the hours provision of the act impracticable.” 

The need for this exemption was first determined by Congress in 1939. 
The problem was reexamined in 1949 and reexamined for the third time in 
1955. It was determined on each occasion that the exemption was necessary to 
insure telephone communication for the farmer and the small rural communities 
and that economic conditions in these communities would not permit compliance 
with the minimum-wage and the maximum-hour provisions prescribed by the 
statute. That situation is just as real today as it was at the times previously. 
I say to you in all sincerity that if this exemption is taken away from the 
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small telephone companies of the independent industry in the United States many 
of the small telephone companies will have to go out of business. Another alter- 
native, but they will still go out of business, is that they might sell out to some 
Bell company or a larger neighboring independent company. Congress has 
adopted a policy and the United States Attorney General has certainly sup- 
ported it, that small business should be protected and preserved. Any legislative 
action that would destroy these small telephone companies most certainly will 
be contrary to that policy. 

As I have mentioned previously another alternative is for these smaller tele. 
phone companies to convert their exchanges to dial operation. This trend has 
been underway quite consistently since World War II. While the desire for 
improved service has been an important factor in this trend, the main motivating 
force has been the increase in the minimum hourly wage made in 1949 and 1955. 
We acknowledge that these minimum wage increases had no direct effect on these 
exchanges having the benefit of the exemption, but there was an indirect effect 
which increased wages in these exchanges so that it was no longer possible, 
economically, to continue to operate manually. If this minimum is again raised 
to more than $1 I repeat that there will be a stampede to dial so that the switch- 
board operator must find another job and the paradox of the effort of organized 
labor is pointed up that the very people the proponents of these measures are 
trying to benefit will be the loser. 

I emphasize that as far as these operators are concerned who will be displaced 
by automatic dial, the operation of the Fair Labor Standards Act and the tre- 
mendous effort by the proponents of these measures all has been a disservice to 
those persons who they intend to benefit. 

There has been some testimony presented by the proponents of these proposals 
to delete the operator exemption, which in my opinion is entirely irresponsible 
and reveals an appalling lack of knowledge of conditions as they exist these days 
in the small telephone companies. In the first place the telephone industry does 
not look upon the 750-station operator exemption as being an unfair and discrimi- 
natory section of the Fair Labor Standards Act. We look upon it as an absolute 
necessity for survival of these small companies. 

It is no matter of choice but the economic equation in the smaller towns simply 
has no relation to the economic equation and the pattern of relative values in the 
larger cities. It is not a matter at all of telephone operators subsidizing the 
small communities to assure them of telephone service. It is a matter of having 
a job at the switchboard and having a telephone company in existence or not. 
There are many of these smaller companies which provide good commercial 
telephone service and have good, able, happy, and satisfied operators at the 
switchboard. I know many of them personally both in Nebraska and Minnesota. 
These small towns need this service, the operators need their jobs, and the rural 
people need this service just as much as the people in larger places. Because he 
lives in the country a farmer needs the telephone to be able to call the fire depart- 
ment, veterinary, the police, feedman, the implement dealer, oil truck, or the 
livestock buyer. A telephone is a genuine necessity to farmers but, in these times, 
they are scrutinizing the cost of telephone service and the repeal or modification 
of this exemption will eliminate many of them as telephone users. 

This circle of effects in these smaller towns is one of absolute economic neces 
sity. We do not share the view that there should be any additional disruption 
in the telephone economy of these smaller communities. 

The exemption for telephone operators was not incorporated into the Fair 
Labor Standards Act in 1939 with an erroneous interchange of the words 
“exchange” and “company” or by accident. The exemption was written exactly 
as it was intended in the original act and it has since been validated on more than 
one occasion by the Congress as I have heretofore stated. 

We admit that our industry is basically a monopoly public utility but that is 
the exact reason for commission regulation. The profits are not fixed and do not 
remain static as determined by any State and Federal regulatory commission. 
The operating margins of these companies are not guaranteed by any commission. 
It is true that the rates are fixed by the commissions but the operating results 
vary considerably. It is common knowledge that net returns decrease year by 
year in these times. 

It has been stated that these telephone companies, with commission approval, 
can charge whatever rates are necessary to insure a fair return. This just is 
not so. There is a constant attrition on net earnings going on in this postwar 
inflationary period. It has not diminished and it has been going on ever since 
the end of World War II because of constantly rising operating costs which 





a et} mt 


ee | 


' 
i 
' 
5 





FAIR LABOR STANDARDS ACT 997 


have been beyond the control of the management and owners of these telephone 
companies. 

It has been statd that no competition exists in our business. I submit that 
we certainly have a full measure of competition for our customer’s dollar because 
he has to buy many other things besides telephone service. The underlying 
fallacy of the position of proponents of this legislation is the fact that we have 
no way to keep the telephones in service at successively higher rates. This 
eannot be truthfully denied. 

The doubtful statement has been made in testimony before the Congress that 
the telephone companies are literally guaranteed a profit. Again I say to you 
that this is not true. All that needs to be done by anyone who desires to ex- 
pend the effort is to check the operating reports which are on file with the com- 
missions. 

To show that there was no mistake in the concept of this exemption I would 
like to review the statement of Senator Hugh Butler of Nebraska in 1949 when 
his amendment was being considered. He said on August 30, 1949, Congressional 
Record, page 12489: 

“In practically every State, telephone rates are regulated by the State com- 
mission, and, of course, we all know that those rates are based primarily on costs 
of operation. It is obvious that if their costs go up it will be necessary to raise 
rates to subscribers. In many farming regions, the subscribers simply will not 
stand for an increase in rates, and it will simply mean that many subscribers will 
discontinue their telephone service. I do not believe we want to bring about 
that result, Mr. President. We should be aiming at methods to expand tele- 
phone service in the rural regions instead of passing regulations that will have 
the effect of cutting down the availability of such service. * * * In case of sick- 
ness or some other emergency, a telephone frequently makes the difference be- 
tween life and death. I do not believe that Congress should take any action 
that will place the telephone service in these sections beyond the reach of the 
average farm family. We do not have enough telephones on the farm today, 
Mr. President. I certainly don’t believe the Congress should take any action 
to make it still more difficult for the farmer to acquire such service. 

“* * * Certainly any town of any substantial size at all, together with the 
nearby rural subscribers, has a great many more than 750 stations on its ex- 
change and would not be affected at all by this amendment. 

‘* * * Tt is important to realize that if, as expected, the application of the 
75-cent minimum forces a sharp increase in rates and results in many subscribers 
dropping their telephones, it will mean unemployment among the very group 
that this bili is designed to benefit—that is, the telephone operators themselves. 
If several hundred present subscribers discontinue their service at each of the 
exchanges affected, it will mean that 1 or 2 or 3 of these operators will be laid 
off at those exchanges.” 

In recent months there has been an attempt to alter the original concept of 
the operator exemption from an exchange basis to a company basis. This pro- 
posal has been advanced by the Communication Workers of America. 

We, in the telephone industry, are absolutely opposed to changing the switch- 
board operator exemption from the present exchange basis to a company basis. 
I state the reasons as to why this would be absolutely unsuitable and unwork- 
able. 

The principal reason against putting the exemption on a company basis is 
that it is entirely bereft of logic. The exemption was originally made to help 
the smaller exchange continue its existence by gearing operators’ wages to the 
economy of the community it serves, where it is common knowledge wages, living 
costs, and telephone rates are lower than in larger communities. Who can say 
with logic that because a company has 2 or more small exchanges with a total! 
of over 750 stations, its ability to pay operators’ wages is equal to that of a com- 
pany having 1 exchange of over 750 stations? 

The station exchange basis of providing the exemption is the basis recom- 
mended by the greatest number of State regulatory commissions when the exemp- 
tion was first legislated by Congress in 1989. These regulatory authorities were 
and are familiar with the operations of our exchanges, with the local sentiment 
of subscribers and with local economic conditions. Their views are entitled to 
weighty consideration. 

The station exchange basis of providing the exemption has received congres- 
sional seruitiny twice (1939 and again 1949) and received approval each time. 

The change from an exchange basis to a company basis would deprive a 
number of independent companies of the needed benefit of the exemption merely 
because they happen to have more than one small exchange. 
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A company basis would impose a genuine hardship on telephone subscribers 
because of the need for increasing subscriber rates in an amount sufficient to 
cushion the impact of increased wage costs. Such rate increases, varying in 
individual instances, would range from a low of about 10 percent to a high of 100 
percent. Hundreds of thousands of subscribers in our opinion would choose to 
zo without telephone service rather than pay the necessary increased charges. 
It should be remembered that 80 percent of the telephones in the independent 
industry are in residences. This class of subscribers has no way of passing in- 
creased charges along. Many of such telephone users are known in the industry 
as marginal subscribers. 

Changing the basis of the exemption would also be very harmful to the switch- 
board operators themselves for the reason that, with telephones removed from 
residences because of higher subscriber charges, the telephone traffic calling 
volume would be reduced and the need for switchboard operators correspond- 
ingly diminished. The number of operators needed at any exchange always has 
a relationship to the number of telephones in service and the calling habits of 
subscribers. 

Putting the exemption on a company basis instead of an exchange basis would 
solve no problem but create many new ones. If a single company exchange in 
town A has the benefit of the exemption and there is another exchange in town 
B 5 miles away owned by a company which has more than 1 exchange without the 
benefit of the exemption, the subscriber rates in the latter would have to be on 
a substantially higher basis. The reasons for this would be difficult to under- 
stand by the people in the latter community and a howl of terrific proportions 
would immediately develop because of the telephone charge differential, to the 
very real embarrassment of the company owning the latter exchange. Increasing 
telephone rates in such a situation would introduce the hazard of loss of sub- 
seribers. This in turn would result in impairment of employment opportunities 
for switchboard operators, while at the same time creating serious financial 
problems for the company involved. 

It may be old-fashioned but it is nonetheless true that wages paid by telephone 
companies have simply got to be geared to the economy of the particular com- 
munity in which they are paid and have a relationship to wages paid f 
parable skills by other business. If an exchange of company A which hus 
heretofore had the benefit of the exchange exemption should be obliged to 
increase its wages beyond the level paid for comparable skills elsewhere in the 
community, that exchange is going to suffer a serious case of bad public relations 
with the managements of other enterprises and with subscribers generally 

It is no solution to the problem presented by a need for higher revenue to say, 
“Go to your State commissions and get your subscriber rates increased.” Some 
of the reasons this is no solution are referred to in this statement. It is becoming 
harder to obtain rate increases. Because of inflationary conditions many com- 
panies in recent vears have already been before regulatory commissions from 2 
to 5 times for higher rates. There may be such a thing as the well going dry 
It must be remembered that although in individual instances permission to 
increase rates might be obtained, there is no regulatory commission anywhere 
with power broad enough to require a telephone subscriber to keep his telephone 
if the cost is heyond his ability to bear. 

To put the exemption on a company basis instead of an exchange basis would 
introduce complexities and vexation in administration. The Wage-Hour Divi 
sion has been administering the exemption on an exchange basis since 1939 
(500 stations from 1939-50 and 750 stations since 1950). New concepts would 
have to be provided and become familiar both within Government agency and 
within the industry if a change were made. This would not be easy. 

While it may not be precisely in point with the range and scope of this hearing, 
believing that this committee desires to be fully informed of the facts, we also 
attach hereto a further study (marked A) of the Marietta, Minn., company show- 
ing the impact under two assumptions. (1) That the Federal hourly minimum is 
increased to $1.25 and (2) that the 750-station operator exemption is repealed. 

The results: 

(a) Rate increases of $1.75 to $2.25 per month would be necessary. 

(b) This would keep the company even and whole at 2.6 percent return for 
1956 if all telephones remained in service. 

(c) Annual, gross exchange revenue would have to be increased 67 percent. 

(d) Operators’ wages for 1956 were $4,809. They would have to be boosted 
to a level of $10,920. This is an increase of 127 percent per year. 
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In conclusion we respectfully submit that the facts presented in this statement 
demonstrate conclusively and absolutely without any doubt that the switchboard 
yperater exemption is needed in the law. For these small telephone companies 
it means the difference between solvency and insolvency. For these switchboard 
operators in these telephone companies it is the difference between having a job 
and not having one. For the farmers and the people living in and around the 
smaller towns the exemption is needed to retain telephone rates at moderate 
jevels so that these people will retain telephones for essential daily purposes 
in their lives. This exemption should be retained in order to preserve the small 
telephone companies in America. 

We believe that this operator exemption principle is a matter of life and 
death to the telephone industry in the rural areas of America. We are absolutel) 
convinced in our own minds and we desire to emphasize to you in the strongest 
possible terms that this exemption is compatible with public interest, necessity, 
health, convenience, and welfare and it must be preserved at all costs for the 
survival of the telephone companies in the United States, 

Thank you. 

MARIETTA TELEPHONE Co., MARIETTA, MINN, 


Statement showing annual revenues and expenses reflecting the actual experience 
for the year 1956 and statement yneflécting pro forma revenues and erpenses 
required and necessary should the Wage and Hour Act be amended whereby 
the present 750 station operator exemption be eliminated and a minimum 


hourly rate of $1.25 per hour become effective 


1956 net rates Pro forma net 


ites 
Operating revenues: 
Local service rental revenut | $10, 089. 00 | $16, 809. 00 
Installation and removal revenues 54. 00 54. 00 
Toll commissions 3, 401. 73 3, 401. 73 
Miscellaneous operating revenues | 47.70) | 47.70 
Total operating revenues. . 13, 592. 43 20, 312. 43 
Less uncoWectible revenues 67. 96 3101. 56 
Net operating revenues 13, 524, 47 20, 210. 87 


Operating expenses and taxe 
Maintenance expense 
rraffic expense 





(" 
General ¢ penses a2 
Depreciation 7s 
(ross earnings tax 59 
Payroll taxes s4 
Income taxes 73 
lotal expenses and taxe 12, 530. 68 19, 186. 50 

: é 
Net income... 993. 79 1, 024. 37 
Plant investment Jan. 1, 1957 36, 660. 96 36, 660. 96 
Material and supplic 243. 3 243. 34 
Cash working capital 1, 246. YS 2, 014. 92 
38, 151. 28 38, 919, 22 
Ratio of net income to investment (percent 2.6 2. ¢ 


Additional rental revenue necessary to provide sufficient income to offset the additional 
operating expenses and taxes should the present 750 station exemption for operators be 
eliminated and the hourly rate for operators be fixed at $1.25 per hour, $6,720. 

? Normal provision for uncollectible revenues, $33.60, 

* Increase in operators’ wages necessary should the company be required to pay $1.25 
per hour to the operators, $6,110.70. 

* Additional Minnesota gross earnings tax that would be incurred based on the Minnesota 
law wherein a 4 percent tax is applied on the taxable operating revenues, $268.80 

© Increase in payroll taxes due to the increase in taxable payroll, $310.22. 

*Estimated adjustment for income taxes based on the taxable net income after 
into consideration the revenue and expense adjustments, $33.88. 
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Statement showing annual rental revenues based on the present rental rates and 
the estimated annual rental revenues that would be required should the Wage 
and Hour Act be amended whereby the 750 station operator exemption be 
eliminated and a minimum hourly rate of $1.25 per hour become effective 


| Station Present net rate Pro forma net rate 
Class of service | count, wey mens ee eee eect aed : 
| Jan. 1, 1957 | ! reve 
Month | Year Month Year 
Business: | 
1 party... ae t ¥ 21 $5.00 | $1, 260 $7. 25 $1, 827 
2 party. . _ peal 3 4. 50 162 | 6.75 | 243 
Multiparty cui catenin’ 15 4. 25 765 6. 25 1, 125 
Extension.........--- | 4 1.00 | 48 | 1. 25 | 60 
Residence: 
OO ae heen jaw at 34 | 3. 25 1, 326 5. 25 | 2, 142 
eee aes aka ak cia s 2.75 | 264 4. 75 456 
4 party. 44 2. 25 1, 188 4. 25 | 2, 244 
Multiparty __- spl 4 Md 12 2. 00 288 4.00 | 576 
Rural multiparty-metallic - 8 3. 25 1, 482 5. 25 2, 394 
Rural multiparty-grounded -_. 116 2. 25 3, 132 4.00 | », 568 
Miscellaneous: 
Extension gongs ey TA 4) 50 | 24 50 | 24 
ON cain etd wiht wabsadeee dcbin 50 . 25 | 150 25 150 
Re eee oO ne ante asa Neiwenisauaaumatacenmen 10, 089 m 14, 809 


Statement showing annual revenues and expenses reflecting the actual experience 
for the year 1956 and statement reflecting pro forma revenues and expenses 
required and necessary should the Wage and Hour Act be amended whereby 
the present 750 station operator exemption be eliminated and a minimum 
hourly rate of $1 per hour become effective 


1956 net rates | Pro forma net 
rates 


Operating revenues: 
Local] service rental] revenue. - 


$10, O89. 00 1 $14, 538. 00 





Installation and removal revenues 54. 00 | 54.00 

Toll commission... 3, 401. 73 | 3, 401. 73 

Miscellaneous operating revenues 47.70 | 47. 70 

Total operating revenues- - 13, 592. 43 | 18, 041. 43 

Less uncollectible revenues | 67. 96 | 290. 21 

i or ~» * row a * “— = 

Net operating revenues_ | 13, 524. 47 | 17, 951. 22 
Operating expenses and taxes: } 

Maintenance expense_- ; ‘ 7 2, 908. 74 2, 908. 74 

Traffic expense. . 4, 809. 30 3 &, 736. 00 

General expenses. . | 1, 385. 82 1, 385. 82 

Depreciation - -_ _.- ; | 1, 723. 78 | 1, 723. 78 

Gross earnings tax. ' 541.79 | 4719.75 

Payroll taxes_.._~- 415. 62 § 623. 19 

Income taxes_ - 745. 61 6 755. 98 

Se EE —_ 

Total expenses and taxes_--.. ; 12, 530. 68 | 16, 853. 26 

Net income-..-- Satie ; 993.79 | 1, 097. 96 

Plant investment Jan. 1, 1957_- ad c 36, 660. 96 | 36, 660. 96 

Material and supplies- -. ; 243. 34 243. 34 

Cash working capital i ccaieaiaie ‘ 1, 246. 98 1, 747. 56 

ee — oe. Ac wees 

a 7 eae 38, 151. 28 | 38, 651. 86 

== = = = —} 

Ratio of net income to investment (percent) ie cans ckee 2.6 | 2.8 


1 Additional rental revenue necessary to provide sufficient income to offset the additional 
operating expenses and taxes should the present 750-station exemption for operators be 
eliminated and the hourly rate for operators be fixed at $1 per hour, $4,449. 

2 Normal provision for uncollectible revenues, $22.25. 

? Increase in operators’ wages necessary should the company be required to pay $1 per 
hour to the operators, $3,950.70. 

* Additional Minnesota gross earnings tax that would be incurred based on the Minnesota 
law wherein a 4 percent tax is applied on the taxable operating revenues, $177.96. 

5 Increase in payroll taxes due to the increase in taxable payroll, $207.57. 

* Estimated adjustment for income taxes based on the taxable net income after taking 
into consideration the revenue and expense adjustments, $10.37. 
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Statement showing annual rental revenues based on the present rental rates and 
the estimated annual rental revenues that would be required should the Wage 
and Hour Act be amended whereby the 750 station operation exemption be 
eliminated and a minimum hourly rate of $1 per hour become effective 


—_— 





Station Present net rate Pro forma net rate 
Class of service count, a — lial ila gta si ; i 
| Jan, 1, 1957 | | 
| Month | Year | Month Year 
‘tensity titins td dmittiten a Rgieccika atl tate cenipiaee dante RelA lee Wee ol wig a 
Business | | 
1-party- ‘ dt bhaé hd 21 $5.00 | $1,260; $6.50! $1, 638 
2-party i“ ranean 3 | 4. 50 | 162 | 6. 00 216 
Multiparty 15 | 4.25 | 765 | 5. 50 990 
Extension. --. 4 | 1. 00 | 48 | 1.25 60 
esiden | 
. IN 6 ie thins li eee etna 34 | 3. 25 | 1, 326 | 4. 50 | 1, 836 
2-party ‘: § 2. 76 264 4.00 | 384 
4-party . , eid adeetedadeawnt 44 | 2. 25 1, 188 | 3. 50 | 1, 848 
Multiparty : ‘ i tae 12 | 2.00 | 288 | 3. 25 468 
Rural multiparty, metallic. .- 3&8 3. 25 1, 482 4, 50 2, 052 
Rural multiparty, grounded_-. pou! 116 2. 25 | 3, 132 3. 50 4, 872 
Miscellaneous | 
Extension gongs chase . 4 | - 50 24 - 50 | 24 
Hand sets...- Sa ae | 50 | 25 | 150 25 150 
Total.. haba alin ld hs evspiahisbass tocatacaceloaiece | i cenaeeioneel i ah hieahe 10, 089 | bbb islebaral | 14, 538 
i i 1 


A Birp’s-Eyve View or THE NEED FOR KEEPING THE SWITCHBOARD OPERATOR 
EXEMPTION IN WAGE-Hour AcT 


SCOPE OF INDEPENDENT TELEPHONE INDUSTRY 


Over 4,700 companies provide service in more than 10,000 cities and towns. 
Most of the exchanges are very small, many having less than 250 telephones. 
Many switchboards are taken care of by housewives in their homes. WBighty 
percent of independent telephones are in residences, many of them farm homes. 


LIVING COSTS—-SMALL TOWNS VERSUS LARGE TOWNS 


Living costs are much lower in small towns. In a small community a 5-room 
house may rent for $30 or $385 compared with $60 to $100 in large towns. In 
small towns many people have vegetable gardens and chickens. 


SMALL TOWN TELEPHONE REVENUES CAN’T SUPPORT CITY WAGE LEVELS 


Independent telephone company revenues disable them from paying wage 
rates considered reasonable in large towns. Whereas average annual earning 
per telephone of Bell system companies (operating in large towns) are $118; 
earnings for smaller independent companies range generally from $40 to $80, 
many a great deal less. 


WAGE INCREASE HITS TELEPHONE COMPANY THREE TIMES EVERY DAY 


Because a telephone exchange must provide 24-hour service, a wage increase 
hits it three times a day. There are three 8-hour shifts. 


NEED FOR RETENTION OF 750-STATION EXEMPTION 


Present law exempts “any switchboard operator employed in a public tele- 
phone exchange which has less than 750 stations.” When an exemption of 500 
stations was provided by Congress in 19389, it was given because “small telephone 
companies * * * are financially unable to comply with the wage provisions of 
the act * * *” (House Committee Report 1448, 76th Cong., 1st sess., accompany- 
ing exemption bill, August 3, 1989). When in 1949 Congress increased the exemp- 
tion to 750 stations, Senator Butler, of Nebraska, who introduced an amendment 
in the Senate said: “I believe that my amendment really comes close to carry- 
ing out the original intent by exempting most of the smaller independent com- 
panies which serve small towns or rural sections.” (Congressional Record, 
Aug. 30, 1949, p. 12489.) 
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HISTORY OF EXEMPTION 


Wage and Hour Division of Department of Labor in 1939 sent telegrams to 
State public utility commissions asking if any exemption should be provided, 
and how. Twenty-two commissions recommended 1,000 telephones, one recom- 
mended 750, six recommended 500, and one recommended 250. 


IF EXEMPTION IS REPRALED 


If this is done it will drive thousands of small exchanges to the wall. They 
would be compelled to increase rates so high that farmers and small-income 
people in rural areas would take out their telephones. Service would be seri- 
ously curtailed. This essential branch of American small business would be 
on the way out. Senator Butler said in 1949 when his amendment was being 
considered: 

“In practically every State, telephone rates are regulated by the State Com- 
mission, and, of course, we all know that those rates are based primarily on 
costs of operation. It is obvious that if their costs go up it will be necessary to 
raise rates to subscribers. In many farming regions, the subscribers simply 
will not stand for an increase in rates, and it will simply mean that many 
subscribers will discontinue their phone service. I do not believe we want to 
bring about that result, Mr. President We should be aiming at methods to 
expand telephone service in the rural regions instead of passing resolutions 
that will have the effect of cutting down the availability of such service. * * 
In case of sickness or some other emergency, a telephone frequently makes the 
difference between life and death. I do not believe the Congress should take 
any action that will place the telephone service in these sections beyond the 
reach of the average farm family. We do not have enough telephones on the 
farm today, Mr. President. I certainly don’t believe the Congress should take 
uny action to make it still more difficult for the farmer to acquire such service 

“* * * Certainly any town of any substantial size at all, together with the 
nearby rural subscribers, has a great many more than 750 stations on its ex- 
change and would not be affected at all by this amendment 

“***Tt is important to realize that if, as expected, the application of the 
75-cent minimum forces a sharp increase in rates and results in many sub- 
scribers dropping their telephones, it will mean unemployment among the very 
xroup that this bill is designed to benefit—that is, the telephone operators them- 
selves If several hundred present subscribers discontinue their service at 
each of the exchanges affected, it will mean that 1 or 2 or 3 of these operators 
will be laid off at those exchanges.” (Congressional Record, Aug. 30, 1949, 
p. 12489.) 


TELEPHONE COMPANY ONLY BUSINESS AFFECTED 


In many towns a telephone exchange is the only business subject to the Wage- 
Hour Act because it is the only one doing interstate business. If the exchange 
loses its exemption and is compelled to pay a higher wage than prevailing wage 
there will be a widespread dissatisfaction from subscribers, other employers, 


regulatory commissions, ete. As public utilities, rates of telephone companies 
are under strict public regul 


tion 


PRESERVATION OF SMALL BUSINESS 


There is no surer way of putting small business out of business and making 
hic business bigger than by subjecting small business in every instance to legis 
lative standards considered reasonable in large metropolitan areas. The equal 


treatment of unequals is itself unequal. 


Mr. Vocr. Mr. Chairman, members of the committee, my name is 
Keith W. Vogt, executive secretary of the Minnesota Teleplione «4 
sociation. Inc..512 Hamm Building, St. Paul, Minn. 

This association is one of the largest telephone State associations 
in the United St: 
which aso 


es and-represents the telephone industry in Min 
the first of this vear had 266 independ nt te 


comp: nies operatins doZ exchanges. 
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My appearance here today in behalf of the Minnesota association 
is to volce our V igorous opposition to the repeal or amendment of sec- 
tion 13 of the Fair Labor Standards Act which briefly provides in 
sections 6 and 7 that any switchboard operator employed in a public 
telephone exchange is exempt which has not more than 750 stations. 

We appear in opposition to the several proposals presently pend- 
ing before Congress to repeal this exemption for many reasons. 

To repeal this section 13 of the Fair Labor Standards Act, or to 
modify it, would result in many upward adjustments in telephone 
rates to all the affected exch: inges 

To repeal or — this exe mption would expedite the process of 
attrition on net earnings in our small telephone companies which 
seems to be canatalics underway because of higher operating costs 
progressively year by year. 

Phe existing economic conditions in the inde pe ndent telep] one 1n- 
dustry absolutely require the preservation of this 750-station- operator 
exemption because the substantial and widespread increases in rates 
that repeal would cause would bring the old economic law of dimin- 
ishing return into play and simply because we have no way to re- 
quire people to retain their telephones at constantly higher and 
higher exchange rates. 

Now, in this statement I have prepared an actual exhibit. I will 
point out later the tremendous impact of this matter in an actual 
study case of the Marietta Telephone Co., of Marietta, Minnesota. 

I slit 1 like to mention in passing here that our telephone nee 
is not defending substandard operators’ wages and we emphasize the 
we are now generally paying wages to operators in these small « 
changes in the small communities which are equal to or better than 
the average of the going hourly rate in the community. 

Any attempt to prescribe minimum hourly wages to operators in 
the small towns throughout the land which minimum would be higher 
than the other positions in the towns where employers are not en- 
gaged in interstate commerce and where employers are not required 
to meet the Federal hourly wage minimum would create an imbalance 
in these smaller communities and certainly would not make the tele- 
phone company owner or manager a very good friend of his colleagues 
up and down Main Street. 

In a good many small towns the telephone industry is the only 
industry which is presently subjected to the minimum wage re- 
quirement of the Federal Fair Labor Standards Act, because it is 
the only enterprise engaged in interstate commerce. 

[In our opinion it just does not make sense to prescribe minimum 
hourly wages for small towns and large cities alike, or for small 
telephone companies and large companies alike. It goes without say- 
ing that repeal of the operator exemption would result in sharply 
increased operating costs of the telephone exchanges. 

[ personally attend all of the telephone public hearings in Min- 
nesta before the pub lic utilities commission wherein a rate adjustment 
is under review. These days we regularly have farmers attending 
these hearings to voice vigorous and strong objections to higher 
rates. 

We have other objectors, too, such as businessmen, housewives, and 
others, where a couple of years or more ago no one showed up at these 
hearings to oppose the rate increases. 
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I respectfully submit that there is no one company that could absorb 
this impact 

Attached to this statement is a study case which was prepared—— 

Mr. Kerttey. Mr. Landrum has a question. 

Mr. Lanprum. What are your average rates, Mr. Vogt? 

I see you do not have them in your statement. 

Mr. Voer. Our average rates on the rural multiparty lines are 
about $4.75 net per month. 

Mr. Lanprum. What is your maximum number of parties on the 
line ? 

Mr. Vocr. The maximum in some companies which have not been 
modernized go as high as 21 or 22. 

Mr. Lanprum. On manual exchanges? 

Mr. Voer. Yes, sir; on either common battery or magneto switch- 
boards. 

Mr. Lanprum. Your $4.75 is the rate for a multiparty line? 

Mr. Voet. About the average; yes, sir. 

Mr. Lanprum. What is your average rate for straight line? 

Mr. Voer. Well, we don’t furnish private line service in the rural 
areas. I assume you mean in the urban areas? 

Mr. Lanprum. Yes. 

Mr. Voet. The business 1-party rate, the average is about $6 for 
small towns. I think, perhaps, that Minnesota rates average a little 
higher because we have a large development in the industry where 
the REA has made loans, and, of course, those plants are brandnew 
dial built at today’s prices or at least the postwar period prices. 

Mr. Lanprum. How much per month do you figure the application 
of the $1 per hour wage rate anne add to the monthly Saten! 

Mr. Voer. In this actual study case I will point out that the aver- 
age—the rates will have to go up from $1.25 to $1.50 per month per 
telephone if the operator exemption were ve tin this particular study 
case. 

Mr. Lanprum. It would make your rural party telephone subscribers 
pay from $5.50 to $6 per month ? 

Mr. Voor . Yes, sir. 

Mr. Lanprum. That is all. 

Mr. Ketiry. Do you not think they would be pleased to do that if the 
employees got a raise in wages / 

Mr. Voer. Well, sir, I do not think so; no, sir. Where these switch- 
board operators would be required to be paid higher than the goin 
rate in the community, the telephone owner, company owner, woul 
have the charge made to him that his rates were too high. 

Mr. Lanprum. Do you think, then, they would go down to the public 
utilities commission and oppose the increase in rates / 

Mr. Voer. Without any question. They are already doing that. 

Mr. Lanprum. That isall. 

Mr. Keitiey. You may proceed, Mr. Vogt. 

Mr. Voer. Thank you. 

The statement attached to this presentation is an actual study case. 
It was prepared by the St. Paul, Minn., public accounting auditing 
firm of Quail, Macoubrey & Co., which does a substantial amount of 
accounting, auditing, and rate-case work for the telephone industry 
in Minnesota. 
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This study of the Marietta Telephone Co. is based upon actual 1956 
operating results to which have been applied, as an example, the poten- 
tial effect and impact, assuming that the Federal hourly minimum 

wage is kept at $1 and that the 750-station-operator exemption is 
repealed. 

This telephone company has 295 telephones; operates in western 
Minnesota. This is no special situation and is no especially selected 
case. It is representative of the class of telephone companies, not only 
throughout Minnesota but throughout the United States, which would 
without question face disaster if the operator exemption were repealed. 

By studying the statement attached it can easily be seen that rate 
increases of from $1.25 to $1.50 per month would have to be promptly 
approved by the Minnesota commission just to keep whole and about 
even with the 2.6-percent return earned 1 in 1956. 

This could not be done under today’s rural economic conditions and 
retain all telephones. 

Therefore, the lower count of telephones which remain in service 
would have to carry an even higher rate to make up the difference. 

The more telephones that are lost, the more the financial situation 
would be aggravated, and the more the effect would be compounded 
for those left. 

On this actual study case the manual local rental revenue from 
telephone rates would have to be raised by 44 percent per year to 
keep even. 

Actual operators’ wages for 1956 were $4,809, as can be seen on the 
statement. They would have to be raised three thousand, $3,951, 
to meet the requirements of a $1 minimum per hour if the operator 
exemption were lost. ‘This would result in total operators’ wages per 
year of $8,736, or an actual increase in operators’ wages alone of 
over 82 percent per year. 

These statements are the same type as were used as exhibits in formal 
rate-case proceedings before the Minnesota commission. 

We emphasize to the Congress that the result illustrated by the 
attached statements is absolutely and positive ly be ond operating and 
managing feasibility. It cannot be done and have these companies 
remain solvent. 

[f the time were available we could prepare many more studies 
on other independent telephone companies. The effect would be 
similar. 

In our opinion, to pass such measures in Congress would legislate 
the small companies properly into receivership. 

We would like to point out that those companies that did survive 
would immediately be stampeded into converting into automatic dial 
to completely eliminate the greatest single operating cost of the busi- 
ness, namely, operators’ wages. 

Therefore, we ask the question: Is it not true that those persons 
whom proponents are trying to benefit by higher and higher minimum 
hourly wages and broadening the coverage would be thrown out of 
work anyway / 

We respectfully ask and request that you oppose these measures 
and that the 750-station-operator exemption be preserved and all 
costs exactly as it is now. 
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These telephone companies are barely keeping their heads above 

water now. In this inflationary period of constantly rising operating 

costs we need no special legislation to speed up the progressive attrition 
that is going on each year in our business. 

We need no special legislation to force these companies to the wall, 
Any person who makes a study of the great impact of these pro- 
posals to delete the 750-station-operator exemption will soon see 
and decide for himself that if passed the small telephone companies 
will not and cannot survive. 

We also respectfully submit that wages paid telephone operators 
strikes the telephone company three times per day. 

Other industries and other em} vloyees may control their hours of 
operation, but a telephone company must operate 24 hours. There- 
fore, the increased operators’ wage cost 1s multiplied and com- 
pounded three times. 

In Minnesota at the present time there are 122 manual telephone 
exchanges under 750 telephones. There are 110 telephone exchanges 
under 500 telephones. 

I have previously referred to subsection 11 of section 13 of the 
Fair Labor Standards Act which creates the exemption absolutely 
needed by our industry. 

There was no such exempti on ¥: the original act when passed by 
Congress in 1938, but it quickly became ap ‘aoe that if some ex- 
emption were not provided for the small telephone companies they 
could not continue to operate. 

While Congress recognized the necessity for such an exemption, 
there was some difficulty in determining the method of arriving at 
the type of measure ot such exemption. The chief economist of 
the Wage and Hour Division of the United States Department of 
Labor ron February 14, 1939, directed a telegram to each State com 
mission having jurisdiction over telephone companies, asking each 
one to state whether any part of the industry should be exempt 
from the wage-and-hour provisions of the Fair Labor Standards 
Act. 

We respectfully submit it is a matter of record that prices wert 
received from 36 State regulatory commissions. Twenty -two of the 
State commissions recommended that the exemption be applied to 
operators in exchanges of 1,000 telephones and under. 

One State commission recommended that the line of demarcation 
be exchanges of 750 telephones and below. 

Six State commissions recommended that the line be drawn at 500 
telephones, and one commission recommended that it be set at 250 
telephones or under. 

This shows that when the Wage and Hour Division of the De 
partment of Labor in 1939 sent telegrams to the various State public 
utilities commissions that the principle of operator exemption from 
the coverage received an overwhelming endorsement. 

The point to remember is that the principle of exempting the 
operators was supported by the various State commission staffs who 
are the people then and now that were and are closer to the problem 
than anyone else. 

After full consideration of the results of this investigation and of 
the evidence heard before the House Labor Committee, that body 
recommended a 500-exchange exemption. , 
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The excerpt from the committee’s report is quoted on page 9 of 
my statement. I will not go through it. 

‘The need for this exemption was first determined by Congress in 
1939. The problem was reexamined in 1949, and reexamined for the 
third time in 1956. 

It was determined on each occasion that the exemption was neces- 
sary to insure telephone communication for the farmer and the small 
rural communities, that economic conditions in these communities 
would not permit compliance with a minimum-wage and a maximum- 
hour provision prescribed by the statute. 

We submit that that situation is just as real today. I say to you gen- 
tlemen respectfully in all sincerity that if this exemption is taken 
away from the small telephone companies of the independent industry 
in the United States many of them will have to go out of business. 

Another alternative, but they will still go out of business, is that 
they might sell out to some Bell Co. or a larger neighboring independ- 
ent company. 

Congress has adopted a policy and Attorney General Brownell, has 
certainly supported it, that small business should be protected and 
preserved. Any legislative action that would destroy these small tele- 
phone companies most certainly would be contrary to that policy. 

There has been some testimony presented by the proponents of these 
proposals to delete the operator exemption which in my opinion is en- 
tirely irresponsible and reveals an appalling lack of knowledge of con- 
ditions as they exist these days in the small telephone companies. 

In the first place, the telephone industry does not look upon the 750- 
station-operator exemption as being unfair and discriminatory. We 
look upon it as an absolute necessity for the survival of these small 
companies. 

It is not a matier of choice, but the economic equation in the smaller 
towns simply has no relation to the economic equation and the pattern 
of relative values in the larger cities. 

It is not a matter at all of telephone operators subsidizing the 
smaller communities to assure them of service. 

It is a matter of having a job at the switchboard and having a tele- 
phone company in existence or not. 

There are many of these smaller companies which provide good 
commercial telephone service and have good, able, happy and satisfied 
operators at the switchboard. I know many of them personally. 

The exemption for telephone operators was not incorporated into 
the Fair Labor Standards Act in 1939 with an erroneous interchange 
of the words “exchange” and “company” or by accident. Exemption 
was written exacily as it was intended in the original act and it has 
since been validated as I have mentioned on more than one occasion 
by the Congress. 

We admit that our industry is basically a monopolistic public utility, 
but that is the exact reason for commission regulation. The profits 
are not fixed and do not remain static as determined by any State or 
Federal regulatory commission. 

The operating margins of these companies are not guaranteed by 
any commission. 

It is true that rates are fixed by the commission, but the operating 
results vary considerably. 





1008 FAIR LABOR STANDARDS ACT 


It is common knowledge that net returns decrease year by year in 
this postwar period. 

It has been stated that these telephone companies with commission 
approval can charge whatever rates are necessary to insure a fair 
return. This just is not so. There is a constant attrition on net 
earnings going on. It has not diminished and it has been going on 
ever since the end of World War II because of constantly rising oper- 
ating costs which have been beyond the control of the owners or the 
managements of these telephone companies. 

It has been stated in testimony here that no competition exists in our 
business. I submit that we certainly have a full measure of competi- 
tion for our customers’ dollars because he has to buy many other things 
besides telephone service. 

The underlying fallacy of the position of the proponents of this 
legislation is the fact that we have no way to keep the telephones in 
service at successively higher rates. This cannot be truthfully denied. 

The doubtful statement has been made in testimony before the Con- 
gress that the telephone companies are literally guaranteed a profit. 
Again I say to you that this is not true. 

All that needs to be done by anyone who desires to expend the effort 
is to check the operating repor ts which are on file with the various 
Federal and State commissions. 

Now, on page 12, I have set forth the quotations by Senator Hugh 
Butler of Nebraska in 1949 when an amendment was being considered. 
It is a matter of record at page 1248 of the ¢ ‘ongressional Record of 
August 30, 1949. 

In recent months there has been an attempt to alter the original con- 
cept of the operator exemption from an exchange basis to a company 
basis. This proposal has been advanced by the Communication Work- 
ers of America. 

We in the telephone industry who are extremely close to the problem 
are absolutely opposed to changing the switchbo: urd operator exemp- 
tion or the concept from the present exchange basis ec a company basis. 

Starting on page 13, running through pages 14, 15, and part of 16, 
I have set forth the reasons why it should not be changed from the 
present exchange basis to a company basis. 

While it may not be precisely in point with the range and scope of 
this hearing, believing that this committee desires to be fully informed 
of the facts, I have also attached to this statement, marked “Ex- 
hibit A,” relating again to the Marietta (Minn.) Telephone Co., show- 
ing the results under two assumtions: 

One, that the Federal hourly minimum is increased to $1.25 per 
hour and, 

Two, that the 750-station-operator exemption is repealed. 

The results are summarized as follows: 

Rate increases of $1.75 to $2.25 per month would be necessary. This 
would keep the company even and whole at 2.6 percent return for 1956 
if all a remained in service. 

Annual gross exchange revenue would have to be increased 67 


percent. 

Operators wages would have to be increased 127 percent, per year. 

In conclusion we respectfully submit that the facts presented i in this 
statement demonstrate conclusively and absolutely without any doubt 
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that the switchboard-operator exemption is needed in the law just 
as it is now for the small telephone exchanges. 

It means the difference between solvency ‘and insolvenc y- 

For these switchboard operators in these telephone companies it is 
the difference between having a job and not having one. 

For the farmers and the people living in and around the smaller 
towns, the exemption is Soca to retain telephone rates at moderate 
levels so that these people will retain telephones for essential daily 
purposes in their lives, 

This exemption should be retained in order to preserve the small 
telephone companies throughout the United States, 

We believe that this operator exemption is a matter of life and 
death to these small companies in the rural areas of the country. 

We are absolutely convinced in our own minds and we desire to em- 
phasize to you in the strongest possible terms that this exemption is 
compatible with the public interest, necessity, health, convenience, and 
welfare, and it must be preserved. 

Thank you. 

Mr. Keititey. Would you give the committee some notion of what 
the rate per hour is for the telephone operators ¢ 

Mr. Voar. The rates per hour in this study case for Marietta, Minn., 
the chief operator, or you might call her the day operator, receives 
now, and did during 1956, 60 cents per hour and works 69 hours per 
week. 

Another operator, who is a relief operator, receives, then and now, 50 
cents per hour and works 69 hours per week. 

The night operator works 30 hours per week and receives 50 cents 
per hour. 

Now, I think these hourly rates, Mr. Kelley, are representative of 
the rates in comparable sized telephone companies in Minnesota. 

Mr. Ketitey. They seem to be pretty low, though. Those are long 
hours. 

Mr. Griffin, do you have any questions? 

Mr. Grirrin. Mr. Vogt, Senator Kennedy has introduced a bill, 
1853, which will change the telephone exe mption to provide to aaa 
any switchboard operator who is providing telephone service through 
a telephone switchboard located in the operator’s home. 

I just wonder if you might comment on the effect of language such 
as that. 

Mr. Voar. He is referring to situations which used to be a good deal 
more numerous than they are nowadays, I believe, where we call the 
relationship an operator agency. I think that this suggestion on the 
part of Senator Kennedy would preserve some exemptions and would 
eliminate others and change still others. 

Now, to the best of my knowledge, throughout the whole State of 
Minnesota, in 532 exchanges of inde spendents, plus 43 exchanges owned 
by Northwestern Bell, that there are only 3 or 4 of the agency-operator 
situations. 

We think that the wording of the present statute should be 
retained. 

Now, I submit to you that this amendment would affect certainly 
not the majority of the exchanges and as far as Minnesota goes, 
much less than even a minority. 
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Mr. Grawam. You mean that it would affect really more than the 
majority by bringing them under the act ? 

Mr. Vocr. Yes. I guess that it is the way you approach it. If we 
are talking about a deletion of the exemption, certainly it would 
affect way more than the majority. 

If we are talking about the protection, then it would affect quite 
a few. 

Mr. Grirrin. My reaction to an hourly wage of 65 or 50 cents is 
much as the chairman’s, that is quite low. But I also think that the 
impact of immediately raising it to $1 and the effect that that would 
have on telephone rates and the business is something that this com- 
mittee certainly must take into consideration. 

If they are paying telephone operators in rural communities in 
Minnesota 50 cents an hour it would be interesting to see what they 
are paying them in some of the Southern States which are generally 
conceded to have lower pay scales than Minnesota. 

I do not have any further questions. 

Mr. Lanprum. How many of your independents are organized ? 

Mr. Voer. Only one of them, sir. That is the Mankato Citizens 
Telephone Co. at Mankato, Minn. 

We have in Minnesota three so-called syndicate companies which 
operate multiple exchanges, which also operate in other States which 
are organized. 

But the only isolated separate Minnesota independent union organ- 
ized at the present time is Mankato. 

Mr. Lanprum. What is their hourly rate by contract with the 
operators ¢ 

Mr. Voer. I do not have that answer, sir. 

Mr. Lanprum. Could you submit it to the committee for the 
record ? 

Mr. Voer. Yes, sir; I certainly will be glad to do that. 

(The material referred to is as follows:) 


MINNESOTA TELEPHONE ASSOCIATION, INC., 


St. Paul, Minn., April 26, 1957. 
Mr. Frep G. Hussey, 


Chief Clerk, House of Representatives, 
Committee on Education and Labor, Washington. D. C. 

DeaR Mr. Hussey: Enclosed herewith is a photostatic copy of the wage sched- 
ule section of the union contract of the Mankato Citizens Telephone Co. of 
Mankato, Minn. 

You may recall that this information was requested of me on April 16, 1957, 
when I appeared before the Labor Standards Subcommittee there in Washington. 

It was a pleasure meeting you and thank you kindly for your many courtesies, 

Cordially, 
Kettn W. Voor, Sceretary-Treasury. 


ARTICLE IX 


The following wage schedule shall be in effect as of the date agreed upon in 
this agreement and shall continue in force and effect until changed in aceord 
with the terms of this agreement. These are minimum-wagze rutes and nothing 
contained herein shall prohibit the company from paying higher wage rates than 


those shown, but no adjustments in either individual or group wage rates shall 
be made without first notifying the union. 

Nothing in this schedule shall serve to reduce any current wage rate of in- 
dividual employees. 

1. A type list of wage rates including diffierentials of employees under the 
terms of this agreement will be made available to the shop steward on March 1 
and September 1. 
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2. Any employee acting as temporary foreman shall be paid the foreman’s rate 
for all time worked as acting foreman, 
PLANT DEPARTMENT WAGE SCHEDULE 


The wage rates shown hereon are basic rates of pay for 40 hours of work per 
week. 


Plant department wage schedule 


Wages 

l; ‘Start .. in co's ran och Ae beast taln banshee edhe el enleal wheomnaste dbamtesabesinttaadatads $43. 00 
SMU CUNINI os iad Seta emma demain ten eaten catia tnnl eieablitila dit tated Sei 46. 00 
SSE WOON i aid cincincstsedbdadtdecheemessnanbiitatead teams eee leita 49. 00 
es nS NS i sass ssid ne Gren deen ab cma ell oh vw hnieeeanhleiatas ae teiaian eameitiatilin deine Ze 52. 00 
Pe a i a a 53. 50 
eh GIR. ii SS Salads ipl a Ul ai i lt amc ik TOE 59. 00 
ns TA ge ith Rae tee lo lel accent a i 62. 50 
SO I sabe eal lati iabloelcc aaacak eee tilatin een eta nn 
Or MRREN) RUIN licks a die barns Lois Riche ied Aes axe Bias wate wanes Adee oe een tabesiea baad 69. 50 
10. 55th month _- Sik ci isn cn ei gM seein a ac hia a i a 73. 00 
i iGiet montis. 263. n kink dladenttodanass eee chkswekbad 76. 50 
12 ett MNOOEN. ckscudca eth teat) tect dda bndite decsveisemed aad 80. 00 
13. 73d month_--- sated Seid paheiaen iecem lle ogists fae oe ate 85. 00 
Maximum rate reached at: Months 
Combination men dnc saliiok Sob ach SdesiessddhhsIa cedlch bei ek bball ilcalalsin ot Ullbiecalatee taki ica hehehe anes 73 
‘Tracearivers, cOmmtruction’ WoOrk.65u oki kn lsd ieee 61 
Truckdrivers (construction time and material clerk) ~~-.--_--______ 3 
‘Traucearivere Cimemen) 2. 20. tl ee chen Sehr tek 3 
Framemen________ Sa ‘i aside cea Nida a cals te eter elk eee, 7 
Groundmen SAUL I he i di ete alelada hak 1 


Combination installer-repairmen PABX-~-~~ ~~~. ~~--.-._- 
Combination lineman-repairman (subscriber station) ~-...-..._______ 
Combination installer-repairman (subscriber station) 
Lineman sib Scie eae 

Repairmen subscribers station-line 
Cable splicers 
Cable splicer’s helpers 


ow 


Owe 


em ade} ae} a) ) 1 mS ele! 


“~~ 


Switchmen: ©.0.CAX PBA equipmetitics ic soos tne sc tills 67 
Test board operator sicijon chien cnbisiilhadiion:sbirikees heath ceded dite iam te he eae 73 
Engineering fieldman__- Shane tei neleatb attired ate ea 61 
KMngineering draftsmen________- Ea eh Oe ewe eee 61 
PO RMCMOOIRD TROD. CRD on eas 8 a er ee 37 
Repair clerk (girl) a buieten fhe wh Sls date 19 
Installer-repairmen helpers aes St deine aumaeeaat 67 
Shopmen-storekeeper ae z pat 73 
Janitor, building service______- “ Ree i‘ eran ead 25 
In charge differentials: 
Crew, 1 to 3 men rab ee at he Gh ea hal tied taa act aenad chi ease _._. $2 per week. 


CABLE SPLICERS 


(a) The rate of pay for a cable splicer shall be the rate for his appropriate 
progression step for his regular classification plus a differential of $4 per week 
when engaged in splicing operations either on construction or maintenance work 
such as opening cables, testing for and locating faults. 

(b) The in-charge differential of $2 per week for crews from 1 to 3 men shall 
hereinafter be interpreted and administrated so that cable splicers on work other 
than cable splicing shall receive this differential of $2 per week while in charge 
of the crew and this interpretation and administration is such that no man will! 
be entitled to both a cable splicer differential and an in-charge differential at the 
same time. 


TIMEKEEPER 


\s conditions warrant and necessitate the construction lineman on five-man 
trucks who is keeping time and material records may report to work up to one- 
liaif hour early on each working day and be paid time and one-half for such time 
put in before S a. m. 
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ARTICLE X 
SPECIAL RULES FOR TRAFFIC DEPARTMENT 


Section 1. The scheduled hours and shifts to be worked by employees in the 
traffic department shall be determined by the management of the company 
and may be changed from time to time to meet traffic requirements. Where 
practical in the assignment of hours and shifts, preference shall be given to 
operators senior in point of service. 

Sec. 2. Seven hours shall constitute a normal day’s work and 40 hours within 
the calendar week shall constitute a normal week’s work. 

Sec. 3. A schedule of hours of work for each operator shall be posted on the 
bulletin board 6 weeks preceding the week’s work being scheduled. 

(a) Bach assigned shift between 7 a. m. and 11 p. m. except in case of einer- 
gency and except Sundays shall not consist of more than 4 hours. 

Sec. 4. One 15-minute relief period shall be provided for each operator during 
each regular shift of 2 hours or more. Such period shall be considered and paid 
for as time worked. 

Sec. 5. Insofar as possible, relief work shall be distributed equitably among 
relief operators on the company’s relief list. 

Sec. 6. Day and evening operators shall be paid twice their regular straight 
time rate for hours worked after 7 p. m. on Christmas Eve and New Year’s Eve, 
whether worked as regular or overtime hours. All-night operators on Christmas 
Eve and New Year’s Eve shall receive twice their regular straight time rate for 
all hours worked prior to midnight and for those hours worked after midnight 
which correspond to the scheduled time of the latest evening trick. When 
Christmas Eve and New Year’s Eve fall on Sunday, payments shall be made at 
twice the regular straight time rate in lieu of the time and one-half Sunday pay- 
ments for the hours described above. 

Sec. 7. Girls on shift operation will be permitted to exchange shifts from time 
to time, if they do desire, provided this privilege is not abused, does not inter- 
fere with the efficiency or quality of telephohne service and does not cause any 
employee to work more than 40 hours in any one week. 

Sec. 8. Girls shall not be required to work an evening or night shift for any 
period in excess of 3 months. However, girls may have the privilege of remain- 
ing on evening or night shifts indefinitely if they so desire. 

Sec. 9. It is understood that nothing in this agreement shall prevent the hir- 
ing of substitute or part-time operators for emergency work, provided such part- 
time operators so hired shall not affect the usual employment of full-time 
operators. 

TRAFFIC DEPARTMENT WAGE SCHEDULE 


The wage rates shown are basic rates of pay for 40 hours of work per week. 


Mankato exchange progressive steps 


a SE es 8 $40. 00 
I nr oa ian cc diniehim ainpacaaea idee aes 40. 50 
Ih OE. ne a 41. 00 
IN ast lake aint each aenene ec 41.50 
SS eee ea a ee a a ee eo ee 42.50 
ie I Seatac colt ae 43. 50 
Re aT CRS Tea LU an Fa A DS ee 44. 50 
pr Ten Soke dhe ee a U3 Jue eae 
ye EEE OS] eS pi eee ee SE le sek a> | 
errno MST TES et EE OY Sk ele Py a Oe 48. 50 
Sean arn k= Sts ee on ek i Ee 50. 00 
Serres ie ene 2 ES A te A ag i i 52. 00 


A central office operator who works 2 days or more in a week in the capacity of 
a central office supervisor shall continue to receive any increases she would 
have received had she remained an operator. In addition, she shall receive a 
differential of $3 per week. 

Nothing in this schedule shall serve to reduce any current wage rate of in- 
dividual employees. 
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Application of assistant supervisor’s differentials ; in-charge differential after 
5 p. m.: 

Crew 1 to 3 girls, $1.50 per week. 

Operators evening and night differentials : 

Evening and night differentials payments shall be paid as specified in table 
pelow to all operators in traffic department who are assigned to evening or all 
night tricks and who work any portion of the latest session of a scheduled trick 
ending at the time specified. If an employee works a trick and also other time in 
the same workday, the schedule trick worked determines the differential pay 
able. One-fifth of the weekly differential rate shall be paid for each day a dif- 
ferential trick is worked. 

Weekly differcntial rates 





Ending 8:30 Ending 10:30 All night 
to 10:30 p. n to midnight tricks 
oi servic iS [OLIOWS 
1 rough 36th montl $1. 50 $2. 00 $2. & 
From 37th month on 1. 50 2.50 3 
i 


Evening and night differentials shall not be included normally in payments 
for absent time for vacations and only except under the following conditions: 

Differentials shall be included in vacation pay for employees who at the 
time their vacation begins have been regularly scheduled during the 3 months 
preceding start of employee’s vacation, for evening or night assignments or 
regular relief assignments. 


ARTICLE XI 
SPECIAL RULES FOR THE GENERAL OFFICE EMPLOYEES 


SecTION 1. Eight consecutive hours shall constitute a regular day’s work to 
be worked definite stipulated hours between 8 a. m. and 5 p. m. with intermission 
for lunch every day and 5 such days from Monday to Friday, inclusive, shall 
constitute a workweek. In order to provide adequate service on Saturdays the 
company may schedule a regular additional workweek beginning at the regular 
starting time on Tuesday and terminating at the regular quitting time on Satur- 
day, but such schedule shall be arranged so that no employee will be required to 
work two Saturdays in succession on their regularly assigned workweek. 

Sec. 2. If the employees are required to work on Saturdays at the overtime 
rate in order to get the work completed each month, such employees shall be 
assigned one Saturday each month on which they are not required to work. 
This Saturday schedule to be posted 2 months in advance. 

Sec. 3. During the discount period of each month starting the 1st and ending 
on the 20th day of the month a definite working schedule for counter work each 
day is to be assigned to each of the counter clerks. 

Sec. 4. It is understood that nothing contained in this agreement shall pre 
vent the hiring of substitute or part-time workers for emergency work, provided 
such part-time workers so hired shall not affect the usual employment of full- 
time employees. 

Sec. 5. The company first.will assign junior employees to work on Saturday 
in an attempt to provide a workweek of Monday through Friday to senior em- 
ployees. Junior employees so assigned may be given a regular workweek of 
Monday noon to Saturday noon or Tuesday morning to Saturday evening, as 
they may choose. 
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GENERAL OFFICE EMPLOYEES WAGE SCHEDULE, WOMEN 
Progressive basic wage rate schedule 


The wage rates shown are basic rates of pay for 40 hours of work per week. 
Progressive steps: 


IT i ceeelalesentcaiisillon oie ia a Bn a il Ate Ennead nancies $40. 00 
SN oS re ccs dabble aie ean aclgh enone gare kcieeall na eee ial $40. 50 
Ie a Se echoes Sips rice bd ard aoe $41. 25 
> IE hic tle ccna a Pe a Se cease a 
I i samnascbivdb ps cinsioani all co aaa anion $44. 75 
a ap specs er TED $46. 50 
Oe ainsi coiiciieia ascick ines eiieiunag aiacaaelaies 
I i nics detec davastnwie i tnaeaueicnccei iva epee incietinao maou aie $50. 00 
9. 49th month____-__- eee Sa aa ast ae Ma acacia $51. 75 
Ce soc bs ssn ce anv hts gene dete unions lcenaseliuncsoh legs PE 
it, Joe monin...._. = teiadestio se ewes oiek am oalicxia scan aksalwoes acaeendetTipinctae $56. 00 
I Ee. csrckbten cbniac apne ae Oa $58. 00 
Maximum rates reached at: 
Toll billing clerks__-_______ a a a month, 
i whaandoenarnie Se al Do. 
I a aniseed daar ipeichiaiate sales Do. 
UR TN a a iad bs seen eenetiabaec sts Do. 
ra a Se nk ee eee — 10. 
I a sit lee ceca binder ee nanan Do 
en Cee OE is a a cineca aaa se OU ROMER, 
Directory clerk... --~_- Fea a aie wok De es Do 
Head toll billing clerk e we a 7 Do. 
Head subscribers billing clerk_..____________~_- ; Do 


Mr. Ketter. Thank you very much, Mr. Vogt. 

Mr. Voet. Thank you, sir. 

Mr. Ketter. We appreciate your coming here and helping us in 
these deliberations. 

Mr. Voet. Thank you. 

Mr. Ketiry. The committee will stand adjourned until Monday, 
May 13, 1957, in New Orleans, La. 

(Thereupon, at 11 a. m., the subcommittee was recessed, to recon- 
vene in New Orleans, La., 1:10 p. m., Monday, May 13, 1957.) 
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MONDAY, MAY 13, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTIFE ON Lapor STANDARDS OF THE 
CoMMITTEE ON Epucation AND Lapor, 
New Orleans, La 

The subcommittee met at 1:10 p. m., in the library auditorium, 
third floor, International House, Hon. Augustine B. Kelley (chair- 
man of the subcommittee) presiding. 

Present: Representatives Kelley, Roosevelt, Elliott, Landrum, 
Ayres, and Griffin. 

Staif members present: Fred G. Hussey, chief clerk; John O. 
Graham, minority clerk; and A. Regis Ke Hey , subcommittee clerk. 

Mr. Kerrey. The committee will please come to order. 

Mr. Hussey. Mr. Chairman, the first witness is Rey. Earl F. Nie- 
haus, of Loyola University. 

Mr. Ketiey. Father, you may take the witness chair and proceed 
when you are ready. 


STATEMENT OF REV. EARL F. NIEHAUS, S. M., PROFESSOR OF 
HISTORY AND SOCIOLOGY, NOTRE DAME SEMINARY OF THE 
ARCHDIOCESE OF NEW ORLEANS 


Father Nimuaus. Gentlemen of the committee, my name is Father 
Earl F. Niehaus. I am professor of history and sociology at the 
Notre Dame Seminary of the archdiocese of New Orleans. In this 
capacity it is my duty to help train candidates for the priesthood of 
the Roman Catholic Chureh. 

It is not my intention to discuss the economic implications of H. R. 
i575. This aspect has been and will be treated adequately by others. 
My appearance here is motivated by the moral issues involved. And 
grave moral issues are assuredly involved in this discussion of mini- 
mum wages. For it is and always has been the teaching of the Cath- 
olie Chorch that ever y man w illing and able to work has a God- given 
claim to a wage which will enable him to support himself and his 
dependents as is befitting the dignity of the human personality. 
When a worker receives less than such a wage, he is the victim of 
injustice. These great fundamental ideas have been nowhere more 
clearly or forcibly expressed than by the Pope of the workingman, 
Leo XITI. 

On May 15, 1891, this illustrious Pope issued his famous encyclical, 
The Condition of Labor, which is a ringing defense of the rights of 
the worker. And, in particular, he vindicated the right of the worker 
to a wage suflicient to provide moderate comfort and reasonable secu- 
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rity for him and his family. He phrases this vindication in the 
following terms: 

Let it be granted * * * that the worker and employer may enter freely into 
agreements and, in particular, concerning the amount of the wage; yet there is 
always underlying such agreements an element of natural justice, and one 
greater and more ancient than the free consent of contracting parties; namely, 
that the wage shall not be less than enough to support a worker who is thrifty 
and upright. If, compelled by necessity or moved by fear of a worse evil, a 
worker accepts a harder condition, which although against his will he must 
accept because the employer or contractor imposes it, he certainly submits to 
force, against which justice cries out in protest. 

In the light of this strong statement of principle, I take my stand 
in support of the bill under consideration, which is at least a first 
step toward protecting the basic economic rights of millions of our 
fellow Americans who do not now have the resources to secure this 
protection for themselves. 

Because H. R. 4575 is a proposal to enlist the further use of Fed- 
eral authority in soc ioec ononic affairs, it has met with severe criticism 
on the part of those who see in this bill a violation of the principle 
of States rights. In commenting on this objection, I should like to 

say, in the first place, that I wholeheartedly endorse this principle. 
But, let it be said emphatically, the princ iple is valid only when two 
conditions are verified: The State must show itself both willing and 
able to measure up to its responsibility of acknowledging, respecting, 
and protecting the rights and privileges of all its citizens. Only then 
is it justified in resisting Federal preemption in this or any other area 
of a citizen’s constitutional status. If a State fails to fulfill this 
serious obligation, there can be no legitimate complaint when the 
Federal Government interposes its authority. In such a case the 
Federal Government not only has the right but the duty to intervene. 
And it seems abundantly ev roi’ that in the matter of minimum-wage 
protection, most of the States in the Union have shown themselves 
either unable or unwilling to hanitie this matter satisfactorily. And 
thus again I find another compelling reason for advocating the passage 
of the Kelley bill. 

A third and final reason for my advocacy of the proposed amend- 
ments to the Fair Labor Standards Act pertains to the international 
scene. There can be little doubt that at the core of the modern crisis 
is the revolt of the little people in lands hitherto under the colonial 
domination of western nations. These little people have proclaimed 
forcibly and sometimes bloodily that they will no longer submit to 
political, economic, and social policies in the formulation of which 
they have had no voice. If th e just demands of these hundreds of 
millions of little people are not satisfied, we only delude ourselves 
with optimistic estimates of the future. We cannot direct President 
Eisenhower or Secretary of State Dulles how to conduct our foreign 
affairs. But we can immeasurably strengthen their position in striving 
to win the world for human freedom and human decency by doing 
what in us lies to assist our own little people and thus prove our 
sincerity in telling other little people that what we have is what 
we need. 

The survival of our civilization is intimately tied in with the 
necessity of winning for democratic ideals the material and human 
resources of the little people in the Far East, the Middle East, and 
the continent of Africa. To these little people it would be a scandal 
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of frightening proportions if we were to close our eyes and harden 
our hearts to the needs of the little people in our own midst. 

And the amendments sought for through H. R. 4575 are directly 
and immediately concerned with improving the lot of 9,600,000 little 
people in the American work force. Thus, by passing this bill, we 
will be making a magnificent contribution to the cause of peace with 
justice not only in America but throughout the world. 

We hold that the moral virtue of justice calls for the passage of this 
act, for it teaches that the worker must receive a living wage to which 
he has a God-given right as a human being. Who will ‘defend the 
proposition that even a dollar an hour is a “living wage? Would to 
God that our national wealth were so distributed that there were 
no need for this legislation. But today, in the world’s most prosperous 
country, in the Re epublic hailed as the hope of men every iaan there 
are millions of workers who earn less than a dollar an hour. This is 
the shame of America. Justice demands a remedy which will elimi- 
nate this blot from our national conscience. H. R. 4575 is at least a 
partial remedy, and we sincerely urge its passage. 

Thank you, gentlemen. 

Mr. Keviey. Mr. Landrum, any questions? 

Mr. Roosevelt ? 

Mr. Roosrvetr. No, except that I certainly want.to say that I did 
enjoy Father Niehaus’ testimony, the great moral principle which he 
has very properly, I think, brought to our attention. 

Mr. Keniry. Mr. Ayres? 

Mr. Ayres. Father, I think we all agree that we have a desire in our 
hearts to Sales those in need. However, it has been brought out in the 
hearings so far that in many fields we might actually be hurting the 
workingiman who is not now covered by this if we were to cover him. 
I cite as one example the waiters and waitresses, who receive much of 
their income from gratuities. I cite as other examples men who now 
are not paid time and a half for overtime, who, if they were covered 
by this law, would work less hours than they do now, and, in the final 
analysis, make less money 

And I appreciate your statement in stating that you are not going 
into the economics of the bill but are looking at it from a moral ‘point 
of view, 

{ wonder, Father, if you would comment on another bill that Mr. 
Kelley has in. Based on your statement here that— 

The State must show itself both willing and able to measure up to its respon- 
sibility of acknowledging, respecting, and protecting the rights and privileges 
of all its citizens 

Mr. Kelley’s other bill is a bill dealing with education, where it is the 
feeling of some that the States cannot provide the necessary classrooms 
for our children, which, you could say, would be another moral issue. 

Father Nrenaus. Yes. 

Mr. Ayres. Do you feel that the Federal Government should ex- 
pand into, or for the first time get into, the construction of our schools ? 
The reason I ask the question, Father, is to bring out just how far we 

can go the pr inciple you have laid down here. 

Father Nreuavs. I think you could make the same kind of an argu- 
ment. Ifthe State cannot or is unwilling to build those schools, then 
I think it is the responsibility of the Federal Government to aid the 
State to build those classrooms. I think sometimes, if a State is 
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threatened by Federal intervention, that will stir them to action. And 
that is a very important reason to make men disturbed, so that they 
will consider what action they can take, to bring to their constience 
an awareness that, in the judgment of some people, they have not been 
living up to their responsibilities. 

That, to my mind, is the great advantage of these people, that it does 
stir up the consciences of a number of people. So I would apply the 
principle the same way in education as I tried to apply it here in con- 
nection with the minimum-wage law. 

Mr. Ayres. Then, am I right in assuming that you would rather 
see the interest develop so that it would not be necessar y for the Fed- 
eral Government to intervene, but that it would inspire the States to 
take action ? 

Father NrenHavus. Yes. Perhaps, with all the inspiration in the 
world, some States could not take the action we consider necessary. 
If that would be true, I would ask the Federal Government to come in. 
And I think, in the judgment of some economists, some of these States 
are not capable of building those classrooms and, if not, I think that 
the Federal Government has a right and a duty to intervene on that 
score, too 

Mr. Roosevrit. Father, I think there is an important difference in 
the piece of legislation to which Mr. Ayres has referred. While [ will 
grant you that there are certain political aspects which may not hold 
true, at least that bill is a permissive, true bill. In order to take ad- 
vantage of that bill, the State must, by its own action, apply for 
Federal funds. There is nothing which would force the State to do so. 
So there is a degree of responsibility there, it seems to me, a moral 

responsibility, on a State which does not need Federal assistance, to 
refrain from asking for Federal assistance. Now, that may be asking 
a lot, from a politic: al point of view, but I think that there are some 
States which will recognize that moral responsibility. 

Mr. Ayres. Will the gentleman yield ? 

Mr. Ketiry. You have the floor. 

Mr. Ayres. What I think the Father is getting at, though, is that if 
the State refused to recognize its need in this field or any other field, 
he feels that then the Federal Government should step in. 

Am [right in that assumption, Father ? 

Father Nrenavs. In general youareright. Substantially,yes. We 
both realize, I am sure, that in some cases the Federal Government 
would have to act with more caution, because of our traditions, say, 
our national] traditions of rebellion against the Federal Government 
intervening. In education, I think that is what it is. It is an Ameri- 
can tradition that is blocking this action of the Federal Government. 
And I think it is a healthy tradition. I am not critical of that tradi 
tion. But I think we should see that, many times, the opposition to 
legislation is not economic opposition. Frequently it is opposition 
stemming from American tradition. 

Mr. Ayres. Just one other question, Father. 

Are you testifying as an individual, or as a representative of the 
university ¢ 

Father Nrenavs. No. I am testifying as an individual professor 
of history and sociology of Notre Dame Seminary, the archdiocese of 
New Orleans. 
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Mr. Ketitry. Thank you very much, Father. I appreciate your 
viewpoint. You have approached this in a different manner than 
witriesses up to now have, and I think you have made a great contri- 
bution. 

Thank you very much. 

Mr. Hussey. Mr. Chairman, the next witness is a representative 
from the Communications Workers of America. 


STATEMENTS OF CURTIS FLETCHER, JAMES L. MAHADY, AND MISS 
CHARLEY FAY GARRETT, COMMUNICATIONS WORKERS OF 
AMERICA, NEW ORLEANS, LA. 


Mr. Mauapy. I am James L. Mahady, representative of the Com- 
munications Workers of America, New Orleans, La. 

Miss Garrett is a member of the union and an employee of the South- 
western States Telephone Co., Leonard, Tex. 

Mr. Kevtiey. Who is the other gentleman ? 

Mr. Fiercurr. Curtis Fletcher, representative of the Communi- 
cations Workers of America. But Miss Garrett will testify for us, 
introduced by Mr. Mahady. 

Mr. Ketter. Of course, you will be subliee to questioning? Is that 
it? If necessary / 

Mr. Fiercuer. That is right, sir. 

Mr. Keiixy. Then you will appear as a witness, of course. 

You may proceed, Mr. Mah: dy. 

Mr. Manapy. My name is James L. Mahady. I am the Louisiana 
director of the Communications Workers of America, AFL-CIO. 

I would like at this time to introduce to the committee Miss Charley 
Fay Garrett, Leonard, Tex., who will testify for the Communications 
Workers of Ameri Vs in suppor of extending the coverage of the Fair 
Labor Standards 4 giving particular emphasis to the elimination 
of the section aoe excludes some operators from coverage under 
the act. 

Miss Garrett, being a telephone operator employed in an exchange 
serving less than 750 telephones, is exempt from the provisions of the 
act. She, therefore, is well qualified from personal experience to 
testify regarding the discriminatory features of the exemption provi- 
sion of the act. 

At this time I would like to introduce Miss Garrett. 

Miss Garretr. My name is Miss Charley Fay Garrett. I am em- 
ployed by the Southwestern States Telephone Co. in Leonard, Tex., 
which is about 60 miles northeast of Dallas. The headquarters loca- 
tion of the Southwestern States Telephone Co. is Brownwood, Tex. 
which is 165 miles southwest of Dallas. 

This company owns and operates telephone exchanges in Arkansas 
Louisiana, Oklahoma, and Texas. It has well over 100,000 telephones 
in all. Its 1956 annual report shows a plant investment of nearly $30 
million. Its operating revenues for 1956 were close to $9 million. It 
employs something like 1,200 people. 

J penn verre for the Southwestern States Co. in Leonard on 
October 4, 1954, and have worked for them continuously since that 
time. T E Leonard exchange has 370 telephgne subscribers. We also 
take the calls from Trenton, which is an automatic exchange 8 miles 
away, and has no operators. Trenton has about 125 subscribers, mak- 
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ing a total of close to 500 in all. This includes telephones in the 
towns themselves as well as in the rural area surrounding them. This 
area is about 15 miles from east to west, and about 5 miles from north 
to south. There are three regular operators in addition to myself, and 
a chief operator. We also have one girl who works part time. Two 
of these girls make less than the minimum wage, as I do. Both of 
them are paid 87 cents an hour. One of these girls is around 30 years 
old. The other is over 40. 

When I went to work for the telephone company in 1954, I was paid 
$24.80 for a 40-hour week, or 62 cents an hour. The top rate for a 
long-service operator was $1.01 an hour, and she had to work 614 years 
before she received it. 

Through the efforts of my union, CWA, my rate has since been 
increased to 93 cents an hour; which is what I am making now. That 
is 7 cents below the present minimum wage of $1 an hour; and to my 
way of thinking this $1 is much too low, and should be increased to at 
least a dollar and a quarter. 

Like a lot of girls I know, I have to work to stay alive. I have no 
immediate family. When my mother and father passed away several 
years ago, they left me an 85-acre farm just outside of Leonard. I 
operate “that to supplement my income from the telephone company; 
to keep food in the kitchen and clothes on my back. I rent out the 
row crop part of the farm. I take care of 100 hens and 12 head of 
cattle myself. 

It is difficult for us to understand why the operators in towns like 
Leonard should be exempt from the Fair Labor Standards Act. 
Operators working in places like Greenville and Bonliam, which are 
both close to Leonard, come under the provisions of the act just 
because there happens to be more than 750 stations in those exchanges. 
We do the same kind of work as they do, and have to pay as much to 
live, and yet we are treated differently. 

When I decided to come down here and testify, I had _a man who 

runs the grocery store make a list of some of his prices. I then checked 
them with prices of the same things in Dallas. W hile some of the 
items were a little cheaper in Dallas, most of them cost more in Leon- 
ard. Take Folger’s coffee, for instance. In Dallas it costs 97 cents 
a pound. In Leonard you have to pay $1.07 for it. A 10-pound bag of 
Idaho potatoes is 49 cents in Dallas. It costs us 65 cents. Flour costs 
us more; as does milk, canned corn, and the like. 

As [ understand, when the Fair Labor Standards Act was originally 
adopted it didn’t exempt any telephone operators. I am told that 
when the act was origin: ally amended in 1939 to exempt operators in 
the smailer exch: nae some of the reasons given for the change was 
that application of the act to operators in small rural exchanges, who 
spent only part of their time working at the switchboard, threatened 
to curtail telephone service in the rural areas; and that small tele- 
phone companies, on the whole, were unable to financially comply 
with the wage provisions of the act. If that is true, the original intent 
of the act is much different from what is actually happening. And 
the company I work for is an example. 

I learned, in looking through the 1956 issue of Telephony’s Direc- 
tory, that in the State of Louisiana, for instance, of the 72 non-Bell or 
independent telephone company exchanges with less than 750 stations, 
26 of them, or 36 percent, are owned and operated by either the § South- 
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western States Telephone Co. or by the General Telephone Company 
of the Southwest. And General is even larger than the States com- 
pany. It has a plant investment of over $50 million, and is pees of 
the General telephone system which, at the end of 1956, had assets 
of $862 million. 

The people in the community where I live believe in fair play. And 
they shouldn’t be much different from people anywhere else. They 
wouldn’t mind paying higher telephone rates if it meant that our 
wages would be increased. 

When the telephone company got their last rate increase, which was 
last year, the company didn’t get everything they were asking for. 
The business leaders who fought the increase the hardest said they 
wouldn’t mind paying it if it meant that the operators would get more 
wages. 

I respectfully urge the committee to use their influence in seeing 
that the minimum wage is increased, and the unfair practice of 
exempting operators in exchanges of less than 750 stations is 
eliminated. 

Thank you very much. 

Mr. Krtitey. How many hours a week do you work? 

Miss Garrett. I work 40 hours. 

Mr. Ketiey. Suppose you work 50 hours. Do you get time and 
a half? 

Miss Garrett. Yes, I get time and a half. 

Mr. Keitiey. Then your complaint is that you work for 93 cents 
an hour instead of the minimum? 

Miss Garrett. That is what I make, 93 cents an hour. 

Mr. Ketiey. Mr. Landrum? 

Mr. Lanprum. Mr. Chairman, Miss Garrett presents an argument 
very forcibly, much of which it is useless to argue about. 

A long time ago I learned better than to argue with a lady. I am 
not going to argue with you about it, but I think we all should recog- 
nize and the record should show that you have properly, in choosing 
this organizational setup that you have built your story around, 
picked a so-called small telephone operation that is not the usual 
pattern of the small telephone operation throughout the United 
States. 

You admit in your statement that most of the service from the 
exchange where you work goes out into a rural area. 

Miss Garrett. Well, we have very few rural telephones. 

Mr. Lanprum. Your telephone company must, as you suggest, go 
in and apply for and make a showing for the need for rate increases, 
and each time they ask for these rate increases the burden of carrying 
that. telephone becomes a little heavier for that rural subscriber. And 
while it is true that we would like to see all people make as much 
money as they can, I wonder just what we would do to the expansion 
of the rural telephone program throughout the United States if we 
were to take the exemption out completely. 

Do you recognize that if you eliminate the exemption, many of 
the companies too small to have many employees, with a family 
operation, do not have the advantages of a bargaining agent, such as 
the fine bargaining agent you have, and they do not have the ad- 
vantage of organized capital or capital banded together to keep up 
the lines and the equipment? If we took this completely out, you 
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might bring a few cents an hour to a few operators like yourself 
over the country. 

In your case, ‘I believe it would be about 7 cents an hour. And then 
you might absolutely stop in its tracks the expansion of the rural 
telephone program. 

Those are the problems with which we are confronted. We are 
not trying to write law or to keep law that will keep you restricted 
to a low minimum wage that will not give youa living. What we are 
trying to do is to keep the law flexible enough to protect these 
situations where we have got to gradually expand. 

And finally, we are coming, slowly, to an automatic dial system, 
And then where is the operator going to be? 

Miss GARRETT. Well. we are not talking about the small system, 
Like companies where they have the phones in their homes. We are 
not speaking of that. These are these larger companies like South- 
western State and General, where just because we have 750 phones, 
or have less than that, that is the reason we are below that minimum 
wage of a dollar an hour. And we do just as much work in there as 
they do in Bonham or Greenville or anywhere else. 

Mr. Lanprum. Where would you draw the Ime? Or where would 
you suggest drawing the line, Mr. Mahady or Mr. Fletcher ? 

’ Mr. Fletcher, if you are going to draw some lines, how are you 
going to decide who to exempt or who not to exempt / 

Mr. Fiercuer. A distinction would have to be drawn somewhere 
along the line probably based on the number of ep apts stations, 
companies rather than exchanges. .As we understand it, the law orlg- 
inally and the arguments used surrounding the passage of it, were 
for the exe mptions of exchanges only, because they talked about op- 
erators who worked only part time and spoke of exchanges. But since 
th ut time, it has been interpreted to include telephone companies hav- 

ng exchanges of less than 750 stations. And vou will find those all 
over the country—who are taking advantage of the exemption from 
the act. 

Actually, in our consideration we have never tried to draw a par- 
ticular line, leaving that, of course, up to Congress to decide. But in 
our arguments, we do not consider that those small places w hich were 
originally talked about when the act was passed, in the homes of 
people, where the lady would run, or her child, when she was off 
grocery shopping or something like that-—it was not our intention 
to try to move that far. But some mention has been made of tele- 
phone companies with 750 stations or less. And quite frankly, € have 
Niemi never come to a point whe re I would make a decision ex- 
actly as to under what circumstances they should be exempt. 

Mr. Lanprum. You and your organization, then, do not object 
spec ific ally to the 750 station exe mpt ion. 

Mr. Firercner. We would not, I believe, object specifically to that 
if it applied to companies rather than to exchanges. 

Mr. Lanprum. What vou object to here is not counting the aggre- 
gate stations. I mean the aggregate companies in a town. 

Mr. Frercuer. That is true. You take, for instance, Southwestern 
States. That is one of the companies. But we have examples of num- 
bers of telephone companies. 
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Mr. Lanprum. Does Southwestern have a central headquarters for 
all three of those operations? Or do they have an operation in each 
individual State? 

Mr. Fiercuer. Southwestern States has one central headquarters 
for its operations in Arkansas and the various States mentioned in 
our report, and it is Brownwood, Tex., and it operates all those sta- 
tions from that central location. 

Now, the General Telephone Company of the Southwest is another 
example, and it has its headquarters in San Angelo, Tex. However, 
we have been able to negotiate wages in General in the Southwest 
which are not less than the minimum now, in the smaller exchanges. 
But if that were not true, under the law they could pay less than the 
minimum, where they have a plant investment of $50 million. 

Those are the things which bother us, because we find reasonably 
large telephone companies throughout the country that are taking 
advantage of this particular provision of the act. 

In Ohio, for example, as we testified before this same committee 
in Washington, D. C., the General Telephone Company of Ohio, 
which is a large operation, takes advantage of it. 

Mr. Lanprum. But you do not object to the wer igre of a tele- 
phone company whic h has 750 stations or less if is owned and 
operated in one individual community. You are sa objecting to 
that sort of an exemption / 

Mr. Ftercner. We would not object to that, s 

Mr. Lanprum. I do not have anything else. 

Mr. Keniry. Mr. Roosevelt ? 

Mr. Roosevetr. Along the same line, I do not remember offhand 
just the number of telephone operators who would be affected by 
removing the exemption, as was estimated under the Kelley bill. 

Ha ve you made any study at all of the number of opers itors that 

uld be affected if the exemption was put on the basis that you 
Saket 

Let us say we took the tot: al of 2,500 stations and included any 
company that had more than 2,500 stations, which, of course, would 
take m General, and you seve: have to include subsidiaries of that 
company in order to make it effective. 

Have you any figures or could you get for the committee some 
figures as to the total number then that would be affected ? 

Mr. Friercuer. Congressman, that is pretty difficult for us to get. 
We have made several attempts in our research department. But 
with the number of small telephone companies scattered throughout 
the United States, and I think there are about 4,000 of them of vary- 
ing sizes, it is just an almost impossible task to gather the informa- 
tion from each one of them. 

[ do know that the United States Independent Telephone <Asso- 
ciation in testifying, I think perhaps last year, mentioned a figure 
of something like 22,000 operators who are presently exempt from 
the provisions of the act. Now, they did not give any breakdown as 
to how many would be exempt. For instance, as you say, a telephone 
company with 2,500 stations is exempt. 

Mr. Rooseve.tr. Would the majority, do you think, be in an indi- 
vidual station, such as Mr. Landrum was talking about, or would the 
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majority be made up of General Telephone Co., Southwestern, and 
others like that? 

Mr. Frercuer. All I could do is guess, Congressman, and my guess, 
which is just a guess, would be that it would probably be about 50-50, 

Mr. Roosevetr. Because so far as I can see there would seem to be 
little economic reason for not including people such as you have 
described and the lady has described. 

Iiave you ever made any studies at all of the actual effect on rates, 
for instance, in the area that you have described, as to the increase 
of the minimum wage? Because, obviously, some of those people in 
that area where there are 750 subscribers are already paying the mini- 
mum wage. So, again, in the overall picture, it seems to me it might 
not be of such great proportions that the telephone user would actu- 
ally be faced with a great increase in the rate, or at least a justified 
increase in the rate. 

Mr. Fiercuer. That is true, sir. We have not been able to make an 
overall study. I believe the Labor Department has put out some 
various releases on the effect of the last increase in the minimum wage. 
And if any telephone companies lost subscribers as a result of it, they 
were very few, and I am quite sure they came back to the fold 
later on. 

Now, in companies like the Southwestern States, I think you are 
perfectly right that it is doubtful if the effect of increasing the mini- 
mum wage in the exchanges where it is not applicable now would be 
so that it would require the company to get an additional rate in- 
crease. Because the effect on the company, the economy of the com- 
pany, would be so little in its overall proportions that there is great 
doubt about it. And I am sure that would be true of a lot of other 
companiés similarly situated. 

Mr. Roosevett. One last question. 

I got the impression from one of the witnesses before the commit- 
tee that some of the larger companies, who would be operating half- 
time exchanges or temporary exchanges, much as if it was a small 
company all by itself, implied that if they had to pay the minimum 
wage they would just drop the service in that community. 

Now, is not the answer to that, in all probability, that if they did 
drop it—let us say it was a General Telephone operation—the local 
people in the local community would then organize a telephone ex- 
change of their own? And if they were exempted under this act, the 
people of the community would not be deprived of telephone service? 

Mr. Fxiercuer. I am sure you are correct, Congressman. And, too, 
if the telephone company, as you know, decides to drop or discontinue 
service at an exchange, they have to get permission from the Federal 
Communications Commission to do it. And, again, as a result of the 
last increase in the minimum wage, we heard those same types of 
arguments. 

The telephone-company representatives would say, “Well, a bunch 
of telephone companies are going broke. They will go out of busi- 
ness. People will take out their telephones.” 

That did not happen. 

They used the argument, too, that everybody would be converting 
to dial to eliminate operators from the exchanges. Sure, there has 
been a lot of converting to dial, but the pace has been constant from 
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a number of years back. And I doubt seriously if the minimum 
wage is going to have any effect on acceler ating that. 

It is all going to dial one of these days, because the country is 
mov ing that : way, toward automation. 

Mr. Rooseverr. Thank you very rauch. 

Mr. Ketiry. Mr. Ayres? 

Mr. Ayres. Miss Garrett, you may be getting at lot of phone 
calls—when word gets around this country that there is an intelligent 
young lady with an 85-acre farm and a job. 

* Miss Garrerr. I hope he is not a telephone operator. I hope he 
ismaking the minimum wage. 

Mr. Ayres. But, Miss Garrett, you have stated in your statement 
that prior to you being represented by the CWA, the rate was only 
62 cents an hour. 

Miss Garrett. It was when I went in. 

Mr. Ayres. Then you joined the union. How much are your dues? 

Miss Garrerr. $3 a month. 

Mr. Ayres. Now, when they negotiated the contract, why do you 
suppose they did not negotiate for a dollar instead of stopping ‘at 
95 cents ¢ 

Miss Garrett. Well, they just did not get it. 

Mr. Ayres. Your union negotiated a contract that was satisfactory 
to the union and management. You signed a contract for 93 cents 
an hour. Now, if the union and management had agreed on a dollar, 
then you would be getting the minimum now. 

Miss Garrerr. I would be getting the minimum now. 

Mr. Ayres. But my question is: Why did not the union and man- 
agement get together on a dollar? 

Mr. Fiercuer. Do you want me to answer that, sir? 

Mr. Ayres. Well, you are coming to us as a committee and telling 
us to get you the dollar when, through negotiation, you could not 
get it. Why did you not? 

Mr. Fiercuer. Would it be all right for me to answer that? Itisa 
rather involved question, and of course she does not deal with negotia- 
tions, and she would not be able to answer that. 

In the first place, Congressman, we are not trying to get the com- 
mittee to bargain for the Communications Workers of America. The 
reason that we had chosen Miss Garrett, for instance, was because 
of the fact that she was a member, and we would rather have people 
tetsifying for us who are members of the union. 

The situation that faces Miss Garrett is just a situation which exists 
similarly all over the country, were people may be organized by 
us or by some other union, and in so many instances they are not 
organized at all. So we are not asking the committee to bargain for 
us. We are just using Miss Garrett as an example to the committee 
that the thing should be increased. 

Mr. Ayres. But she pays $3 a month dues to have you represent 
her. 

Mr. Fiercuer. That is correct. 

Mr. Ayres. And she is complaining that you did a poor job, that 
you did not get it up to a dollar. 

Mr. Frercuer. I doubt seriously if she is complaining. But with 
respect to negotiations: When you negotiate with a telephone com- 
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pany, you try to do the best that you possibly can. Sometimes you 

are faced with a question of going on strike or not going on strike, 

sn you take a lot of things into consideration, even to try to bar. 
gain a telephone company up to the minimum. 

But we constantly run into a situation of this kind where, in the 
negoti: ations themselves. the company uses as an argument the point 
that Congress saw fit to exempt those exchanges and saw fit that those 
people should be paid less. Whether Congress had that in mind or 
not, that is what the telephone companies use. 

We find invariably where the minimum is increased, in some loea- 
tions where it is ap »plie: able, we have an easier job of negotiating that 
are above that. But in these smaller exchanges like Southwestern 
State, they really put up quite an argument: “What are you trying to 
do? You are doing something that C ongress even dec ided it was not 
proper to do. Because Congress says, ‘you need not pay these people 
i minimum wage. 

And sometimes when you sit there and listen toa company day after 
day and finally run out of arguments and the only thing left to do is to 
strike, sometimes you accept less than the minimum. 

Mr. Lanprum. Did we not understand you to say just a moment 
ago that you recognized the necessity for some exe mption somewhere 
and that you did not particularly object to the 750-station exe iption 
on certain conditions’ So you support the Congress or the Members 
who had the responsibility of writing it by your statement, do vou not ? 

Mr. Fiercuer. Except to a degree, Congressman: I think they went 
too far. To exempt telephone * companies and that is what I had 
reference to when I was talking with Congressman Roosevelt—with 
a total of 750 stations overall, is quite different than exempting tele- 
phone exchanges, regardless of the size of the company. 

Now, what we are talking about is to eliminate the exemption with 
respect to the larger telephone companies. 

Representative Lanprum. Now, suppose we do that. Suppose we 
go ahead and write this law as it is drafted and remove the 750-sta- 
tion exemption as to companies. How soon would you be back asking 
us to remove it as to exchanges / 

Mr. Friercuer. Well, I am not sure. We might be back. But it 
would depend on what happened as a result of that. We would have 
to view the thing and from experience determine whether or not it 
should be changed further. 

Because, as you know, times change, and things that were satisfac- 
tory a few years ago are no longer satisfactory. So it might be that 
in a few years it would be proper to eliminate. 

Mr. Roosrver. To substantiate what you say, the implication is 
that it would be wrong for you to come back and ask for further exten 
sion. However, if the standard of living of the country were such 
that the rural-exchange user of a phone would not be hurt by a dollar 
minimum, and if circumstances later showed that the companies would 
not themselves be hurt, because they had been granted a further in 
crease in rates for other reasons, certainly it would be justified to come 

back and insist that equal work should get equal pay, no matter w! here 
those people were situated. And in my mind, if that situ: ition arises 
which I frankly hope does arise,. because if it does arise it me ans th sat 
everybody can get at least a dollar for the type of work which is being 
done, I, for one, hope you will come back if it is justified. 








we 
an 
on 


1 
on 


ul 


pa 
In 
n 

te 


ca 
ne 
to 


Ww 

ch 
th 
ex 


oO" 


aC 














FAIR LABOR STANDARDS ACT 1027 


Mr. Fiercurr. I certainly agree with you, Congressman. That 

was the reason I gave you the answer. I would not want to give you 
an answer which would tie our hands forever and a di: ay in the future 

on something like that. 

Mr. Ayres. Now, do you negotiate for the servicemen, repairmen, 
linemen, and truck drivers in connection with companies similar to the 
ene that Miss Garrett works for ¢ 

Mr. Frercuer. That is true, sir. 

Mr. Ayres. You negotiate those, of course, at a much higher wage 
than 93 cents / 

Mr. FLercuer. Yes. 

Mr. Ayers. Are the truck drivers organized under you, or are they 
under the teamsters ¢ 

Mr. Fietcner. Well, the truck drivers of the various telephone com- 
panies, where we represent the plant department, are part of our group. 
In other words, we have the industrial unions throughout. And I do 
not know of a location where the truck drivers would be members of a 
teamsters union. 

Mr. Ayres. Now, the maintenance men that work on the lines that 
carry the messages that Miss Garrett handles—as you stated, you 
negotiate a contract for them higher than a minimum wage. But he, 
too, is not covered by the law if he works for that company. 

Mr. Fuercuer. Yes, he is. It is just the operator that is exempt. 
And that is one of the things about the law that seems unfair. It is 
when you single out for exemption only operators in telephone ex- 
changes with less than 750 stations. The janitor is covered. So are 
the commercial people, if there happen to be commercial people in that 
exchange. Just the operators in those exchanges. 

Mr. Ayres. Then you are saying that the main argument that the 
owner or management put up in your negotiations, in refusing to 
accept the dollar minimum, was that Congress did not intend it / 

Mr. Ftercuer. Well, not necessarily the main argument. They use 
that in connection with a lot of others. 

Of course, they use all the arguments they can think of, among them 
being the economic condition of the company. 

Mr. Ayres. Which one impressed you so much that you settled for 
less / 

Mr. FietcHer. Well, what impressed me in having to settle for 
less was the fact that to get more you had to go on strike. And be- 
fore you go on strike, you ‘take : a lot of things into consideration. And 
it just did not seem to be good judgment to strike that company for 
an increase to a dollar. 

Mr. RoosEvetr. You do not mean you were happy at having to settle 
for less ¢ 

Mr. Fiercuer. No, certainly not. 

Mr. Rooseve.t. The implication is that you thought this was a fair 
settlement. And as I understand it, you do not think it was a fair 
settlement. You would have much preferred to have the dollar for 
everybody concerned ¢ 

Mr. Friercner. Oh, that is correct, sir. And the only reason we 
settled for less than a dollar, again, as I pointed out to the Congress- 
man, is that somewhere along the line you have to make a judgment 
based on all the factors at your command, in your experience, and 
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what not, as to whether or not you want to apply economic force or 
settle for less. 

And then you get to a point where wisdom tells you you have to 
settle. 

Now, you are not satisfied with it, certainly not. Because it is 
very low. 

Mr. Ayres. Are you in a position to estimate how much additional 
it would have cost the company, this particular company that Miss 
Garrett works for, if they had raised it to the dollar minimum? 

Mr. FietcHer. Well, no, sir, not exactly. We may have those fig- 
ures somewhere. I am sure we could estimate it for the committee 
if it would be helpful. 

They have several exchanges that are exempt, and we could deter- 
mine the number of operators and their rate of pay. 

Of course, not all of them make 93 cents. Some of them make 
less. As Miss Garrett indicated, there are 2 in Leonard that make 
87 cents an hour. So we would have to take each one of them and 
take their rate of pay and bring them up to a dollar to find out what 
the overall cost would be. 

Mr. Lanprum. How old is the present contract you have? How 
long ago was it that you negotiated this wage under which they are 
wor king? d 

Mr. Fiercuer. If you will allow me just a moment, I think I have 
a copy of the contract here. 

Mr. Ayres. I think it might be interesting to have a copy of the 
contract inserted in the record. 

Mr. Ketxiey. It may be received for the files. 

Mr. Ftercuer. The contract was effective August 1, 1956. 

Mr. Lanprum. Now, what sort of a wage did you have in your con- 
tract before the Congress increased the minimum wage from 75 cents 
to $1? 

Mr. Fiercuer. I do not have that in this, sir. 

Mr. Ketiey. Would the gentleman yield so that I might answer 
that, if I might. 

You said August 1952. That was when the minimum wage was 75 
cents. 

Mr. Fiercuer. I apparently did not speak clearly. I meant August 
1, 1956. 

Mr. Lanvroum. I understood him to say 1956. 

Mr. Ketter. I misunderstood him. 

Mr. Lanprum. But my point isthis: Did you contract call for more 
than the minimum wage when it was 75 cents ? 

Mr. Fuietcuer. Well, let’s see. Miss Garrett went to work for 62 
cents an hour in 1954. And that would indicate then that the rate 
was less than the 75 cents. 

Mr. Lanprum. So in all of your dealings with the company, both 
prior to the 75 cents minimum and prior to the $1 minimum, and 
during that time, your organization has recognized that there was 
some necessity for not insisting upon the maximum? 

Mr. Fietcuer. No, sir; we have not. 

Mr. Lanprum. You agreed to it; did you not? 

Mr. Friercuer. That is correct, sir. 

Mr. Lanprum. All right. Then you must have recognized that 
there was some necessity for it, or you would not have. 
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Mr. Fiercuer. Well, not necessarily. When you get into negotia- 
tions you have to agree 'to a lot of things that you think are wrong. 

Mr. Lanprum. We understand that. My point is this: You are 
indicating by your position here, that it is all the fault of the Congress 
and all the responsibility of the Congress. And yet by your very 
actions in so ably representing these people, you agree with the Con- 
gress that there is a necessity. We said that there should be exemp- 
tions to those exch: anges or companies having less than 750 stations. 
You came right along : ‘and said, “We rec ognize ‘that there is some reason 
for this exchange or this company not being able to pay the full 
amount prescr ibed ; so we will contract for less.’ 

Now, in doing those two things, you must recognize, as many people 
throughout the. country have recognized, that there is some nec essity 
for this in the law. 

Mr. Fietcuer. Except, Congressman, if I may, to recapitulate a 
little: In accepting the necessity, in considering the necessity for 
settling for less than a minimum wage, it was not based upon the 

company’s arguments being right. It was based on the fact that we 

could not in that case out argue them, and the only thing left would 
have been economic force. We always are very careful about exerting 
economic force, and it depends upon a lot of things before you go 
on strike. 

So it was not because we accepted that as a good principle. It was 
because we felt we had to accept it under the circumstances. 

Now, with respect to the exemptions themselves: We indicated 
that if Congress saw fit to exempt telephone companies with less than 
750 stations, we would not object. And, of course, that is a far ery 
from what is happening now, where exchanges of less than 750 stations 
are exempt regardless of the size of the company. 

Now, as to blaming Congress, the gentleman asked me why we 
settled. Well, that was just one of the reasons, one of the arguments, 
given us by the company, for not giving us the minimum wage, the 
fact that Congress saw fit to exempt it. 

Now, how much weight the company gave to that argument, I do 
not know, but they constantly use it, and I would not blame them, 
and neither would you, for using it if they could. 

But there are other factors that they argued about, too, and that 
is economics of the company, ability to pay, and all that sort of thing. 
It runs through the whole gamut of what happens in negotiations, and 
that gets awfully c omplicated once in a while. 

Mr. Ayres. Thank you very much. And have a pleasant trip home, 
Miss Garrett. 

Miss Garrett. Thank you. 

Mr. Grirrry. What kind of a community is Leonard? How large? 
How large is it? What do they do? 

Miss Garrerr. Oh, it is about 1,500 or 1,600 people. They depend 
on farming and have some small industry. 

Mr. Grirrix. Do they have stores there that. employ three people? 

Miss Garrett. Oh, yes. 

Mr. Grirrixn. What do those people make an hour? 

Miss Garrett. Well, I could not be quite specific as to what they 
make. Some of them are covered by the dollar. Most of them are. 

Mr. Grirrrin. In stores? 
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Miss Garrett. In stores. And then just in common labor, most of 
the time they will run from a dollar to a dollar and a half and some 
$1.75. 

Mr. Grirrin. Does the State of Texas have a minimum-wage law 
Mr. Fletcher ? 

Mr. Fietrcuer. I am not sure whether it does or not, Congressman. 
T am a little embarrassed there. 

Mr. Ayres. That would be a good place for them to start, except 
in the Congress. 

Mr. Fiercuer. It might; except that we might have more success 
in Congress than we do in the State of Texas. 

Mr. Grirrin. Now, what is the minimum wage in any of the con- 
tracts that your union has negotiated with Southwestern, Mr, 
Fletcher ? 

Mr. Friercuer. You mean: What was the lowest wage that was 
paid operators from the time we began? 

Mr. Grirrin. No; in effect now. 

Mr. Fiercuer. Seventy-four cents, I believe. 

Miss Garrett. We are in the lowest brackets. 

Mr. Fiercuer. Yes, 74 cents an hour. 

Mr. Grirrriy. So now, under your contract, an operator starts at 
74 cents an hour; is that correct ? 

Mr. Fiercuer. That is correct. And she reaches $1.16 after 614 
years. 

Mr. Grirrin. I do not have any further questions, Mr. Chairman. 

Mr. Ex.iorr. What is the magic of the 750 stations, Mr. Fletcher? 
Is that a dividing line or a breaking point ? 

Mr. Fiercuer. No; I would not think so. I was asked the ques- 
tion if we would object. And I just offhand said “No.” There is 
no magic to it. It may be that actually that would be high, and 
when you get to checking into it maybe it should be companies with 
500 stations. I really do not know. But when asked that question, 
I considered that if the Congress would go that far, you would prob- 
bly hear no objection from us. 

Mr. Roosrveir. Is not what we need on that point a breakdown of 
the number of companies that have, let us say, over a thousand sta- 
tions, under 750, and so forth? And I presume we can get that 
through one of the departments, the Department of Commerce or the 
Department of Labor. 

Mr. Fiercnuer. Possibly so, Congressman. We have Telephony’s 
Directory, which contains a lot of information with respect to these 
independent companies. We have their directory for 1956, and it 
shows the numbers of companies with various numbers of stations in 
them, and if that information would be helpful, we could certainly 
get 1t to you. 

Mr. Rooseveur. I think it would be helpful. We could get a 
breakdown of the different categories, taking any arbitrary figures, 
let us say in the thousands, of companies that would be affected, up 
and down the line. It would be very helpful to us. 

Mr. Exxiorr. I just wondered, if you had more customers than 750, 
if you automatically received a much better break in your income as 
against your expenses, or if there was indeed any real reason for fixing 
it at 750. 
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Mr. Fiercuer. No; I would not think so, sir. It would just have 
to be a judgment made along the line somewhere. 

Mr. Exxtorr. Now, as I ‘understand from what you said to Mr. 
Landrum here, you have no objection to the little fellow up here with 
the telephone exchange and 750 or fewer subscribers. But what you 
are complaining about are the larger companies, such as the one you 
referred to, in this case the aero with a hundred thousand tele- 
phone sets, with an investment of $30 million and an income of $9 
million, and you say in your judgment there is no reason for exempt- 
ing that kind of an oper ation, as against other people in the telephone 
business, even though there is a reason in your jedanant for exempt- 
ing the little fellow with the little exchange and the little town at 
any place around over the country. 

Mr. Fietrcner. That is the case, sir. I know we have earlier advo- 
cated complete elimination of the exemption—no exemption at all. 
and it could be that complete elimination of the exemption would 
still operate all right. But we have heard this hue and ery for so 
long about this very little companies, where they have telephones in 
their own house. And we considered, “Maybe they have got a point. 
We don’t know. But we would like to try it from that angle and 
see where we get.” We have not gotten anywhere so far. 

Mr. Exxrorr. That is all, Mr. Chairman. 

Mr. Hussey. Mr. Chairman, next is the forest products industry, 
and Mr. R. D. Wilcox will be the spokesman. There are about 12 in 
attendance. 

Mr. Ketiey. Mr. Wilcox will proceed with his statement and will 
identify these other gentlemen as he gets into the statement. 


STATEMENT OF R. D. WILCOX, PULPWOOD DEALER AND TREE 
FARMER, LAUREL, MISS. 


Mr. Wixcox. Before I start, Mr. Chairman, may I give you a list 
of the gentlemen here with me? We will be talking on this subject 
matter and thought you might be interested in seeing those pictures. 

Mr. Kexxey. I saw trainloads of these coming in here on Saturday. 

Mr. Witcox. This is an envelope containing statements of men in 
the small forest products industry who were not able to be here 

Mr. Keniry. They will be included in the record. 

(The statements referred to will be found at the end of the wit- 
ness’ testimony. ) 

Mr. Wincox. You see we have a lot of wood-products producers and 
dealers here. 

Mr. Keviey. Allright. Let us ask them to stand up. 

Mr. Witcox. My name is R. D. Wilcox. And with your permis- 
sion, I would like to introduce my friends just a moment later in my 
statement, here, by name and address. 

I am a pulpwood dealer and treefarmer, form Laurel, Miss. My 
area of operation is the extreme southeastern part of Mississippi. 
I have been associated with the pulpwood part of the small forestry 
industry for the past 17 years. With this background, it is natural 
that my remarks would be mostly about pulpwood ; however, I feel 
sure everything I might say can be applied to small lumbering, pole 
and piling, veneer, stave, cross-ties, and stumping, the same as pulp- 
wood. As you no doubt know, all of these activities, together, form 








1032 FAIR LABOR STANDARDS ACT 


a very large part of the cash economy in the South. The small for- 
estry industry, as a whole, is comparable to agriculture, and the two 
are closely connected; in fact, they are so interwoven it is often diffi- 
cult to determine where one stops and the other starts. 

Time is limited, but certainly I think we can take enough time to 
tell you there are several hundred small forest operators who have 
come to New Orleans to support our position in connection with these 
hearings. More would have come al there been room for them 
here. We are here from Texas, Arkansas, Tennessee, Louisiana, and 
Mississippi. We are not here as an organized group, or representing 
any organization; we are here as individual small forest products 

roducers and dealers; some from the small lumbering field, some 

rom poles and piling, veneer, staves, stumping, and pulpwood. Each 
man could give a good factual statement as to how the business op- 
erates in his particular trade territory; however, time would not per- 
mit your hearing from each man, or even each State. 

Since the small forestry operations in the South are about the 
same in each State, and we have about the same problems, this group 
from all of these States has asked me to make this statement to your 
committee, as an overall statement of our collective views. In this 
room there are small forestry operators from each State who, with 
your approval, will help me answer any questions your committee 
might advance, in trying to develop our subject matter. With your 
permission, I would like to introduce the men with me at the table who 
come from difference parts of the South and from different parts of 
the industry. 

I will ask these gentlemen to introduce themselves. 

Mr. Ketxiey. That list that you gave me is the same thing, Mr. 
Wilcox. 

Mr. Wicox. The same thing. 

Mr. Price. I am Olyn Price of Monticello, Ark. I operate a small 
sawlog operation. 

Mr. Currrert. George Clippert from Camden, Ark.: pulpwood. 

Mr. Sreruens. I am Ben Stephens, from Richton, Miss. I am a 
tree farmer. 

Mr. Broome. George Broome, Slidell, La.; poles and piling pro- 
ducer. 

Mr. DeDeavx. I am Randle J. DeDeaux from Perkinston, Miss. 
Iam asmall landowner and forest farmer. 

Mr. Fouucuer. R. J. Fulcher, pulpwood dealer, Rockwood, Tenn. 

Mr. Owen. I am Carl Owen, independent pulpwood dealer and 
producer from Avinger, Tex. 

Mr. Wiicox. Thank you, gentlemen. 

So, as spokesman for this group from across the Deep South, I 
would first express our sincere appreciation to you for coming into 
our area for these hearings, and we greatly appreciate the time you 
have granted us to tell our story. We realize you are charged with the 
tremendous responsibility of drafting legislation that will do the 
most good for the most people and the least harm to the fewest people. 
So, we will tell our story with the hope it will help you in drafting 
the best law possible. 

We are vitally concerned about two proposals to change the Fair 
Labor Standards Act, best known as the wage-hour law. The first 
concern is the proposal to drop 12-man small forestry exemption, 
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which we hope and pray you will keep in force. Our second concern 
js a proposal to put into the act the common law definition of “em- 
ployee.” In order that you might better understand our concern, I 
will try to give you a brief word picture of the small forest products 
industry in the South. 

The forest products industry family is very old in the South. The 
family dates back to the very first settlers, even ahead of farming 
and agriculture. The forest, and the activity therewith, were a lia- 
bility to the settlers rather than an asset. The early forest industry 

was confined to clearing forest lands for farming purposes, and hew- 
ing timbers for building homes, churches, and schools. How many of 
us can remembers the log house where we were born? Certainly, if 
we didn’t live in such a house ourselves, we can remember the house 
where grandma and grandpa lived; it surely was a log house. I can 
remember ours; and when we built a board house—that is, rough 
board—we used the old log house for a smokehouse. All of this work 
was done by good, simple, humble people working in small groups, 
usually family groups, as a means of livelihood. 

If we continue our reminiscing a little, we can progress on to the 

time the sawmills came to the South. The cash work that these mills 
afforded our families and neighbors, both in the mills proper and in 
the woods, was a part of their means of making a livelihood. Then 
came the cross-tie era, the dummy lines, the stave mills, the veneer 
mills, the pole and piling business, the turpentine business in the pine 
area, and the stumping business. All of these ventures, which are a 
definite part of our heritage, and which we are all proud of, was 
carried on by free, God-fearing people, who in most cases were farm- 
ing people who worked at these various enterprises during off-farm- 
ing seasons, as a means of supplementing their income. In fact, the 
average man found it necessary to carry on several activities during 
the course of a year to make a livelihood for his family. 

My daddy, and my family, were a definite part of this, our history. 
He, like everyone else, w as ‘free to do these various jobs as he saw fit. 
It was mostly done on a piecework basis, or contract basis. So much 
for cutting or snaking logs, so much for hewing crossties, so much a 
block for stove bolts, et cetera. ‘These people worked as much, or as 
little, as they wanted, depending on the ambition of the individual, 
and the time available from his farming work. 

With the passing of this era, with its hard work, small profits, 
wasteful methods, and high timber taxes, we, in the South, moved into 
a period of little activity in the forest products industry. With the 
coming of our second growth timber, the paper, newsprint, hardboard, 
and insulation board industry developed in the South, and now the 
pulpwood used by these mills is the youngest child in this very old 
forest activity family. In fact, this child has grown so rapidly the 
past 20 years, and especially the last 10 years, ‘that it has become a 
very large part of our forest products industry and it no doubt plays 
one of the largest parts in our rural cash economy in the South. 

Since ne: arly everyone is familiar with poles and piling and other 
forest products previously mentioned, and since pulpwood is a rela- 
tively new product and may not be produced in some of the areas 
represented by you, I would like to take a moment to describe it. 

Briefly, pulpwood is small, young growth timber both hardwood and 
pine including waste portions of ‘the trees from the logging, poling 
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and crosstie industries, as well as the diseased trees. It iS approxi- 
mately an average of 8 inches in diameter and cut 5 feet in length. 

If I might interrupt: there are two sticks there, if you would be 
interested in seeing it. 

That is pulpwood. And the pictures that I passed up will give you 
a little better picture of the loading of it, on the car. But that is 
pulpwood, southern pulpwood. 

Like so many things in this fast-changing world, many people who 
are directly affected by this industry do not know of its vastness and 
how it works in our southern economic system. 

As an example, take my native State of Mississippi, as a typical 
and representative rural Southern State. 

According to publications issued by a number of our State agencies, 
the timber products value to the economy in Mississippi, for 1955, has 
been estimated to be $289,191.000. In produc ing this economy, our 
forest products industries used approximately 62,000 man-years of 
labor with benefits being dispersed into almost every town and com- 
munity in the State. There are 2,355 separate manufacturing plants 
within the State of Mississippi, which are engaged in converting trees 
into marketable commodities; that includes 2.200 sawmills, 27 veneer 
plants, 48 cooperages, 12 treating plants, 6 wood naval storage plants, 
6 pulp and paper mills, and 56 small dimension plants. There 
are 150,000 people within the State e mployed « directly or indirectly in 
the forest products industry. The other Southern States have the 
same general picture. 

Now, just how does this industry actually work? Practically all 
raw materials required by users of forest products are purchased from 
dealers or contractors who operate in about the same way as brokers. 

The timber dealer is like the cotton buyer on a gin yard, or ina 
small town; or like the groceryman or storekeeper who furnishes a 
ready cash market for the farmers’ chickens, eggs and other re 
products. It is not uncommon for a dealer to buy several thousand 
dollars’ worth of timber at one smalltown rail siding each week. This 
action is Sean each w saa during the year, which means this cash 
timber market, in many cases, is the largest part of the community’s 
‘ash economy. 

To lose this market, in thousands of communities, would be detri- 
mental to the filling stationman, the groceryman, the banker and all 
professions and businesses. In many such towns and communities the 
timber market, or woodyard, forms the largest part of the town’s cash 
economy. 

As an illustration, I know a dealer who was thinking of putting a 
woodyard in a small town; the mayor and aldermen met with him, 
and their desire and need for the woodyard was so great, they offered 
him the full amount of the town’s treasury, $2,700, to help finance the 
construction of the yard. He put in the woodyard without accepting 
the $2,700. 

Every business, professional, and laboring man, in this town would 
help this dealer stay in business, so they in turn would have this 
weekly cash business in their local economy. They are all concerned 
about certain proposed legislation which, if enacted, would put this 
dealer out of business. 

The timber dealer, like the average small-business man, strives to 
comply with the laws governing his particular business. The people 
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he employs to carry on this d oe work and are paid according 
to the law. The dealer is capable and able to keep the necessary rec- 
ords, et cetera, on his employees. : 

In this brief picture, we have mentioned the consumers and the 
timber dealers. The third and most important element of the small 
forest products industry, in the South, is the man who cuts and hauls 
the timber to the local yards, and sells it to the dealer. In the trade 
he is known as a producer. Who is this producer? He is your next 
door neighbor, in any crossroad community. He is the small farmer 
who plays such an important part in our everyday lives in the rural 
South. This is the man who carries on a variety of activities during 
the course of a year in an effort to make a livelihood. He is mostly 
a man who farms during the farm season, and during the off farming 
season, he picks up a little public work, probably gets a little work 
from his county supervisor, and sells some forest products all during 
the year, for most of his cash. 

He will cut a load of wood and bring it in to the nearest wood 
market and sell it, just like he would sell any of his farm produce. 

In many cases, he will farm 3 or 4 days a week, and then on the 
other day or two he will cut and haul a load or two of timber to 
market. This timber income furnishes him with money with which 
to make his crop. 

In many cases, the timber is cut by members of the family; in other 
eases he might hire a number of his neighbors to help with this ven- 
ture. In all cases, the work, because of its scattered nature, is done on 
a piece-rate basis, and many aged and crippled people find employ- 
ment in this field. Of course, a handicapped person cannot produce 
as much as a whole person, but it does give employment to this class 
of person, and they can produce according to their ability. 

Most of the wood produced in the South is by suth small farmers 
and by recular wood producers. 

These regular producers are small independent businessmen who 
may own a truck or two and several power saws. He provides em- 
ployment for from five to a dozen men. ‘The men whom he hires are 
paid on a per-cord-of-wood-produced basis. The rate paid per cord 
results in any reasonably competent and conscientious worker earning 
substantially more than $1 per hour. 

These producers cut and haul their wood and sell it just the same 
as they would sell cattle, hogs, or farm produce. All of the work is 
performed out of doors in the woods by men scattered over large areas 
working alone or at the most with 1 or 2 other people. A typical 
operation of 5 to 12 men would be working in an area that might well 
be such that one worker would be half a mile from another. 

There are only a few large timber stands in the South. The great 
majority of productive forest land is owned by small farmers with the 
average stand being less than 100 acres. 

Under these conditions a small-business man producing pulpwood 
for market, full or part time, cannot possibly keep the detailed records 
which are required by the law but for the 12-man exemption. 

The burden of recordkeeping is especially great because in most 
instances the small timber producer spends most of his time actually 
working in the woods, isolated from his employees and unable to 
exercise any great degree of supervision. 
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In addition, employment is highly irregular, depending on the 
weather, the season, and the temperament of the employees. Pro- 
duction of forest products like farming cannot be conducted on the 
basis of a regularly scheduled workweek of 40 hours, or even a day 
of 8 hours. Many available workmen cut pulpwood as a means of 
supplementing their regular earnings. 

Therefore, they work part time and at times most convenient to 
themselves. They may work half of 1 day, 8 hours the next, none for 
a couple of days, and maybe 10 hours another day. Elimination of 
the 12-man exemption would make this kind of work impossible with- 
out violating the law. Any idea that supervision and recordkeeping 
can be done under these conditions is unrealistic. 

In 1949, Congress decided that some relief should be given the 
small-business man engaged in forestry and logging operations from 
the burden and expenes of having to closely supervise his employees 
and from keeping the detailed records required by the act. The 
necessity for this exemption still exists and there has been no sub- 
stantial change in the status of the small forest-products producer. 
Without the 12-man exemption, the wood which is being produced 
by small operators today would, of necessity, be produced by large 
operators, who can spend the expense incident to supervision and 
recordkeeping. Thus, the small producer would gradually be forced 
out of business. 

There is no question that when large groups of men are employed, 
supervision and the keeping of records is both economically possible, 
but the small operator working in the woods himself, who employs 12 
men or less, cannot keep the necessary records which, but for the ex- 
emption, would have to be kept. 

To observe the everyday life and the local economy in any small 
town in Texas, Arkansas, Tennessee, Louisiana, and Mississippi, one 
can readily see what this small forest industry business of ours means 
to these towns, and many, many other towns like them. Thus, we 
have a rough picture of the forest products business in the South. 

The producer, the dealer, the consumer mill, each one is an inde- 
pendent unit, but each relies upon the other for its existence. So far 
as I know, the mills can and are able to operate under existing laws; 
the dealers can and are able to operate under the law; but the small 
producer cannot operate under this factory-type law without the 
present 12-man exemption. 

If you gentlemen carry no other thought home with you this after- 
noon, I wish it to be the realization that it is the little man in the 
South who will be hurt by the removal of the exemption. A source 
of revenue for thousands of farmers and small operators, both white 
and colored, will be wiped out; for it is impossible for them to comply 
with the law without the 12-man exemption, and the dealer or mill 
cannot buy from them unless they do, for they would be acquiring 
what is known as “hot goods.” 

Definitely, one of the main failures of the producers and dealers 
has been in keeping the Congress informed as to the important part 
their business plays. We all know the forestry activity is comparable 
to farming in importance in the South’s economy. For a long time 
in the South, this activity was mostly confined to a comparatively few 
trade areas; however, this is not the case today. With more and 
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better forestry practices, timber stands are greatly improved and 
more idle acres are being put into wood production each year. With 
this increase in raw material, all wood-using mills have expanded 
across the South, and today practically every county in each of the 
southern States is being economically helped by more and larger wood 
markets. As the farm program has been curtailed, by removing more 
acreage from cultivation, this excess of cultivated acreage has largely 
been diverted to timber growing and the small farmer is having to 
turn more into woods operations for a livelihood. 

The price of wood, as well as the price of all other forest products, 
has gone up, and the economy is generally good. The average worker 
in the woods producing any forest product can and does make the 
minimum wage or more per hour, competition from -other types of 
employers insures this. 

The butcher, the baker, and the candlestick maker in every cross- 
road community and town in the South has a great deal at stake in 
this one thing—even more than many of us realized, but we are wak- 
ing up. 

Enactment of the bill before you, eliminating the 12-man exemp- 
tion, would presumably be intended to raise wages to the minimum 
set up by the Fair Labor Standards Act. Wages are already at or 
above that level, so dropping the exemption would not have the effect 
intended. It would have unintended effects. It would raise costs, 
either force people out of business or make them law violators, and 
eliminate work opportunities. You don’t want any of these things— 
neither do we. 

Today, more and more small-business men are having a rugged 
struggle to survive. Furthermore, I do not believe it is good for 
America for all business to be large, although the trend has been that 
way. By eliminating the 12-man exemption, you would certainly 
place an impossible burden on small forest products businessmen and 
accelerate the trend to larger and larger operations. 

I think I can say this is our main reason for being in New Orleans 
today. We feel you now know some of the facts, and the situation in 
this section—we merely come forward, directly from the woods, to 
lend you encouragement and maybe emphasize the urgency, and to 
give you any information we might have on the subject matter. 

We feel you know we are a rural section, made up largely of small 
farmers and small operators of all kinds and small-business men in 
all businesses. You know many of the people during the course of a 
year will carry on a number of jobs and activities, as a means of a 
livelihood. You are individually and collectively ready ot help the 
people any way you can by favorable legislation or to protect the 
people against unfavorable legislation. 

It is hoped we have given you, at least, a semblance of our small 
forestry operations picture in the South. We commend to you and 
the Congress, a large part of the South’s rural economy, with the faith 
you will help us protect this economy by seeing that the 12-man ex- 
emption is continued in the wage-hour law. 

The other matter we wish to discuss with your subcommittee is the 
matter of getting the common-law definition of “employee” written 
into the wage-hour law. 

Gentlemen, I mentioned before that if the 12-man exemption were 
lost because of the resulting impossibility of complying with the law, 
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the small operator would have to choose between losing his independ- 
ence or risk violating the law. 

The danger of being unintentional law violators is also with us 
because of confusion in the law itself. This is the problem of the 

“employee” definition in the law or really the lack of one. I think] 
know who my employee is under the social security law, and although 
I don’t have anything to do with the labor relations law, from what I 
understand I think I would know who my employees were under that 
law. This is because they use the old-fashioned common-law rule 
which everyone understands all over the country without having to 
be a lawyer. If I hire a man and tell him what to do and how to do 
it, and give him a place of work, I know he’s my employee, and there- 
fore, have certain responsibilities. 

On the other hand, under the wage-hour law, not only am I con- 
fused, even my lawyer tells me that he cannot be sure when a man 
is or is not an employee. 

This is because under the Fair Labor Standards Act, as I under- 
stand it, the Wage-Hour Administrator judges who is an employee 
by a number of tests which make up what they call the “economic real- 
ity doctrine.” These tests are: 

1. Control over the individual. 

2. Permanancy of the relationship. 

3. Regularity and frequency of performance of service. 

4. Integration of individual’s work in the business to which he 
renders service. 

5. Lack of skill required of the individual. 

> Lack of investment by the individual in facilities for work. 

. Lack of opportunities of the individual for profit or loss. 

I buy wood from several hundred independent farmers and pro- 
ducers. Most of these sell wood to other dealers besides me and are 
free todo so. They don’t work for me. I am just a customer. Un- 
der these tests used by the Administrator, what can happen ? 

If I tell my suppliers what type of wood I need or how much or 
what size I want, does this mean he is my employee under the control 
test ? 

Does the fact that I may do business over a period of many years 
with the same suppliers mean that they are my employees because of 
the permanency test ? 

Does the fact that a man is a regular wood contractor mean that 
he is my employee under the regularity test ?—and so forth. 

When a person can be an independent contractor under one law 
and an employee, and all his employees the employees of his customer 
at the same time under another, the whole matter of operating one’s 
business becomes a guessing game. This is a risk the average dealer 
is taking and a mistake, with the penalties involved, could force him 
out of business. 

Congressman Gwinn’s bill, H. R. 6150, now pending in the House 
of Representatives would clear up this confusion and bring the wage- 
hour law into line with the other Federal laws under which we oper- 
ate. I think we are within our rights when we ask you to give this 
bill favorable consideration. 

The 12-man exemption is needed by the producer, otherwise he 
would be out of business, because dealers could not buy his forest prod- 
ucts, knowing such products were not made according to law. The 
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definition of an employee is needed by the dealer; because the lack of 
such a definition creates an exposure that could put the dealer out of 
business at any time and when he goes out of business the local market 
is gone. 

‘hus, we come to you with our problems. We are on strange ground 
appearing before a congressional committee, but the matters are 
urgent. 

hank you for listening to our story. 

Mr. Ketter. Do you remember why we used the 12-man exemp- 
tion? I have forgotten. Why was it 12 instead of 10 or 13? Do 
you remember ¢ 

Mr. Wiicox. No, sir. Ido not remember exactly. It was a figure 
arrived at, I presume, after Congress made probably an extensive in- 
vestigation on it. I do not know why the figure 12 was used. 

Mr. Ketiey. Well, could you say what would happen if it was 
made 10 now ? 

Mr. Wixcox. Well it certainly would affect us in this section. As 
to splitting a number, I am not in position, of course, to do that. Just 
like I might say 18 years old can work and under 18 can’t. It was a 
number that had to be arrived at; 12 seemed to be the satisfactory 
number. It is with us. And we are not in a position to say 11 or 14 
wouldn’t be satisfactory. 

Mr. Ketiry. You are only appearing here in the interest of the 
small producers ? 

Mr. Wiicox. Yes, sir. 

Mr. Ketiey. You do not have anything to do with cooperages and 
veneer plants and storage plants? 

Mr. Witcox. No, sir. I know nothing about them. It is just the 
source of market to the dealers and producers, wherever they might be. 

Mr. Ketty. What you do, as a small producer, is buy this timber 
from the farmer or anybody who has a couple of acres. And he 
brings it to you, regardless of how many hours he has to work ? 

Mr. Wricox. That is correct. His work is interwoven with this 
farm work. ‘They are small operators. They cut a little wood in the 
morning, cut a few poles in the afternoon, do a little farming before 
dark. It isso interwoven with his everyday activity. And he brings 
that in and sells it just as he would his farm produce. 

Mr. Ketiry. Over against that, you have a large producer who 
owns acreages and hires men to do the job of cutting and preparing 
the timber; is that right ? 

Mr. Witcox. Yes. 

Mr. Ke.uiry. Then he is under wage and hour. 

Mr. Witcox. If he has over 12 men; yes, sir. 

Mr. Ketiey. Mr. Landrum ? 

Mr. Lanprum. First, I would like to say, Mr. Wilcox, I do not 
believe I have experienced, since I have been a Member of Congress, a 
presentation on points involved in proposed legislation done with the 
clarity, the complete description, and history and all involved as well 
as you have done it here. If you people do as well in managing your 
pulpwood yards and your forests as you have done in presenting this, 
then I am sure you are going to continue to grow. That is the most 
complete description and the most accurate one that I have had the 
privilege of hearing. 
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Mr. Wiicox. Thank you very much. 
Mr. Ketiry. Would the gentleman yield for a question I forgot to 
ask ? ' 

Supposing a man producing this on his farm works 8 hours a day; 
how much could he make per hour? Or per day? 

Mr. Wircox. A farmer? Or a timberman ? 

Mr. Keizer. One engaged in producing this timber. 

Mr. Wucox. There are a number of elements involved there. One 
would be his timber stand, how good a timber stand he has. 

The second would be how much he wanted to work, how hard he 
wanted to work. 

But maybe this will answer your question. 

Mr. Ketter. I am anxious to get at what the average would be if 
he worked at it regularly 8 hours a day. 

Mr. Wixcox. On a piece-rate basis, a man, on an average, can cut a 
cord of wood in about 214 or 3 hours. That is on an average. If he 
is a crippled man or handicapped, that is something different. I am 
talking about an average worker. And for that cutting, to the best of 
my knowledge, the pay is in the neighborhood of $4, 54,50, or maybe 
as much as $5 a cord for cutting. So maybe he would make on an 
average around a dollar to a dollar and a quarter an hour depending 
on how industrious that individual might be. 

Mr. Ketiry. That is all. 

Mr. Lanprum. This fellow that is cutting that pulpwood—does he 
furnish any of his equipment ? 

Mr. Wizcox. Congressman, if I might, let me ask my friend, Mr. 
Stephens here, one of the oldest pulpwood dealers in the South. 

Mr. Srernens. He furnished, Congressman, all of that equipment. 
He is the owner of the saws and stuff like that. 

Mr. Lanprum. When you say “he,” we are talking about the 
producer ? 

Mr. Steruens. That is right. 

Mr. Lanprum. I am talking about the man who is actually cutting 
the timber, Mr. Stephens. 

Mr. Srepuens. That is what I am talking about, too. The producer 
is the man that is actually cutting the timber. 

Now, if he is going to do some extra work himself or hires other 
men, he might furnish the tools to them. But normally, the average 
producer has his own saws and axes. 

Mr. Lanprum. Wait just a moment, and let us see how far we are 
carrying the term “producer.” Let us say you, for example, are a pro- 
ducer in the sense that I believe you are using it here. You have 
your own equipment, your power saws, and your trucks, to manufac- 
ture this timber into pulpwood to put it on the trucks and haul it. 
But you have working with you 10 or 11 men or 12 men. They are 
not producers in the sense that you refer to. They are the exemptees 
that we are talking about. 

Mr. Sternens. That is exactly right. 

Mr. Lanprum. They are the ones that make this dollar to a dollar 
and a quarter an hour that Mr. Wilcox was referring to. 

Mr. Sternens. Yes, sir. 

Mr. Lanprum. Now, then, are they required to furnish any equip- 
ment ? 
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Mr. SrerueEns. No, not necessarily. But some of them do. And 
some of them we furnish equipment to. But normally they furnish 
their own equipment. We sell them that equipment, or they buy their 
own equipment, and they keep up their own tools and equipment. 
And we give them so much for piecework on a basis of how much they 
eut. And they make the dollar an hour or more. 

Mr. Lanprum. If they are furnishing this equipment, then, do you 
pay them more per cord than you would if you were furnishing the 

wer saw ¢ 

Mr. Sreruens. Not normally so. Because the equipment, the price 
per cord based on the equipment furnished, does not alter very much 
on the basis of equipment. ; 

Mr. Lanprum. You mentioned your post and piling operations, in 
your story, there. Is that also paid for on a piecework basis? 

Mr. Witcox. We have Mr. Broome here from Louisiana. 

Mr. Broome. Congressman Landrum, I am a pole and piling pro- 
ducer, in the sense that you asked this man about pulpwood produc- 
tion. I own all of my equipment, my tractors, my loaders, my saws, 
everything involved in the manufacture of piling or poles. My work- 
ers come to work, and everything is aveileble there for them. They 
just furnish the labor end. 

Mr. Lanprum. Now, are your workers paid on a piece rate ? 

Mr. Broome. On a piece rate, yes, sir. 

Mr. Lanprum. Where you have pulpwood paid for by the cord 

Mr. Broome. We pay it by the foot. 

Mr. Lanprum. So the length of a tree felled and skinned would 
determine how much you pay ? 

Mr. Broome. There are many things that make up the factor there. 
The size has some bearing on it, and the length has some bearing on 
it, and the type of peeling that is used. If the tree is going to be 
treated for creosote, 1t has to be what we call clean peeled. All of the 
outer bark and the inner bark, known as pelt, has to be removed. 
Therefore he gets more clean peeled than if he just roughed it. 

Then, on the other hand, for some foundations we do not do any- 
thing to it at all. We fell the tree, trim it of the limbs, and ship it 
with the bark on. 

Mr. Lanprum. Do your men all make a dollar or above? 

Mr. Broome. I would say yes. Every one of them makes above a 
dollar. 

Mr. Keriey. You saya dollar an hour he makes? How many hours 
would he have to work for that, to get a dollar an hour ? 

Mr. Broomr. Congressman Kelley, I would like to give you an aver- 
age day’s work as I know it from experience. 

My operation is varied, and it is over an area of about 30 miles in 
diameter. I may have an operation in Slidell, La., where I live. I 
also may have an operation in Lacombe, 9 miles distant. And some 
time now working I have an operation in Madisonville, or just east of 
Madisonville which is 30 miles distant. 

I have two men that are working possibly in Madisonville. I go 
out and mark the trees in that particular area for them to cut, mark- 
ing on the tree the type of piling I want made out of it. These men 
may go to work at any given time that they see fit. They will go on 
the job at 5:30 in the morning. They will work a couple of hours. 
Then they will knock off for breakfast. They may spend an hour 
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talking and eating breakfast, and they will resume their work and work 
a couple more hours and knock off for lunch. 

Mr. Ketter. Like the coal miners. 

Mr. Broome. That is right. Then they work another couple of 
hours, and they go home. We don’t know whether they have put in 
4 hours of actual work or whether they have put in 10 hours or whether 
they have putin 7. But the average check that we pay to them is from 
$40 to $60. 

Mr. Kexiry. Then at the end of the month, do they have what you 
would call a living wage? 

Mr. Broome. Yes, sir. 

Mr. Ketter. That is all I have. 

Mr. Lannrum. Well now, if you took the exemption out, what would 
happen to an operation like that? 

Mr. Broome. It would put me out of business, sir. 

Mr. Lanprum. Why? 

Mr. Broome. Well, I could not, in the first place, stand the expense 
of keeping a timekeeper or foremen with 2 men or 4 men. It is not 
economically feasible to take 4 production workers and put 1 non- 
production worker over him and pay him the standard wage of a 
dollar plus the transportation cost that would be involved to get him 
to and from work. It would be impossible for me to stay in busi- 
ness. I would be forced completely out. 

Mr. Lanprum. That is all I have. 

Mr. Roosrevett. Mr. Wilcox, I have a special interest in this testi- 
mony, which I agree with my colleague was most interesting and well 
presented, particularly because of the aspect of the small-business 
men involved. And as I read through the testimony here, your ob- 
jection is not so much to the amount of the minimum as it would be 
the overhead expense of complying with the law itself. 

Mr. Wixcox. Congressman, that is the whole story, yes, sir. There 
is the whole story. 

Mr. Roosevett. A suggestion was made the other day that perhaps 
a way around this, in order that there not be exemptions which per- 
haps might give wrong impressions of people being asked to work long 
hours, that power be given to the Secretary of labor to exempt an in- 
dustry such as yours, where the basic dollar an hour was being ac- 
tually met, and not make it part of any legislative exemption. 

It is very obvious that my fear of that stems from certain experi- 
ences we have had with, shall I call them, bureaucrats, or whatever 
name you want to apply to them. And yet I have a fear that this 
is one of the few industries which I have heard of yet which has not 
gone through this integration process; in other words, which perhaps 
is owned by the ultimate processor at the other end, and he extends his 
chain of operation all the way down. 

And just for my own interest, I would like to know: Is there any 
trend toward that in this industry ? 

Mr. Witcox. No, sir. Maybe I can answer you with this statement. 

I have figures here—I don’t know if I can put my finger on them— 
to show that the average acreage owned in this area, this Deep South 
area, is approximately 49 acres—individually. That brings it down 
to such smal] little units. And 75 percent of all our forest lands are 
owned by this small group. And they have always worked in small 
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independent groups and always will. I mean, I can’t see how big 
operations can go in and operate on a 5-acre tract or a 10-acre tract or 
go and load five loads of wood or 10 loads of wood. And 75 to 80 
percent of our timber is on that type of holdings. 

So I am sure you caught the tenor of the statement there. At the 
very es it was small, and it is the same way now. It has not 
changed. ; 

When I was a kid 35 years ago, my daddy used to hew crossties. 
And it is the same thing today. You did it for so much a stick. And 
Mr. Stephens here, as I say, is one of the oldest pulpwood men in the 
South. And he told me no later than this morning that actually the 
operation today is the same as it was 30 years ago insofar as the 
little operator being able to sell his product is concerned. 

Mr. Broome. A producer like myself—I sell to about 15 different 
outlets, so I am not concentrated to one market. Various creosoting 
plants, the foundation people in the city of New Orleans that drive 
these foundations, the piling these buildings set on—I sell to those in- 
dividuals. So I don’t have a one-outlet market. I sell to any num- 
ber of outlets, and then shipside. 

Mr. Roosrvetr. I am glad to hear the testimony, because, frankly, I 
have watched the small-business picture, it seems to me that the only 
chance for the small-business man to stay in business is to prevent 
these integrated processes from developing to too great an area. And 
I certainly would be in favor of anything along this line where it 
was well justified. 

Mr. Broome. That is why we are here today, Congressman. 

Mr. Roosevett. We are certainly glad you are here. 

Mr. Ayres. I think you gentlemen should know that Mr. Roose- 
velt’s interests stems not only from the fact of his great desire to see 
the right thing done, but he is a member of the Small Business Com- 
mittee and his subcommitte of that committee is dealing with—what 
is it ? 

Mr. Roosevetr. The distribution of small products. 

Mr. Wiicox. Along that line, I would refer you to that map that 
is stuck up there on the board. That is 4 or 5 States, there. That is 
a United States Department of Agriculture map that has been blown 
up by the Louisiana Forestry Association for us. The black dots 
represent 5,000 cords of pine pulpwood. And the best I have been 
able to figure, the average producer might produce from 400 to 500 
cords of pulpwood a year. So each dot up there, if it is 400 to 500— 
there could be 10 producers involved in each one of those dots, those 
black dots. 

Now, the red dot is the gumwood there, Mr. Roosevelt. And the 
red dot represents 2,000 cords of hardwood pulpwood per year. 

But I think that might give you a picture there of just how scattered 
and how vast this thing is and what it does really mean to us in this 
Deep South. 

Mr: Ketiry. I have forgotten how many cords a man could produce 
or how long it would take him to produce a cord of wood. 

Mr. Wiicox. Let me check with my friends here and see if they will 
agree with me. 

Just from observation, around 21% to3 hours. 

Mr. Broome. That is about right. 
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Mr. Kexixy. Two to three hours for a cord? How many did you 
say one black dot represented ? 

Mr. Witcox. Five thousand cords to each black dot. 

Mr. Keutey. That is all. 

Mr. Witcox. Just one sentence on a matter that we have discussed 
here. It is out of this Bureau of Labor Statistics Report No. 113 on 
Wage Structure—Southern Sawmills, page 11: 

Although not required to do so by law, most of these mills increased the hourly 
rate for their logging workers along with their sawmill workers and in April 
1956 less than 3 percent of their sawmill and logging workers received under $1 
per hour. 

That is less than 3 percent. 

Mr. Ketter. That is Department of Labor? 

Mr. Wiutcox. Department of Labor, yes, sir. And, as I say, we 
do have involved in the industry quite a few aged and crippled and 
handicapped people. 

Mr. Roosrvert. Mr. Wilcox, this is a little bit off the subject, but 
are the States doing an adequate job in helping you reforest your land, 
replant your |: nd? 

Mr. Witcox. Mr. Roosevelt, I will let Mr. DeDravx answer that: 

Mr. Roosevetr. Excuse me, Mr. Chairman. This is a little far 
afield. 

Mr. Keixiry. That is all right. We might as well explore it while 
we are at it. 

Mr. DeDeravx. By and large the States are doing an excellent job 
in helping the forest owners reforest their land. I am nesienial 
familiar with that, because I am a forester, and I do a certain amount 
of contract tree planting: 

All of our Southern States have a program of furnishing tree seed- 
lings to the various landowners within the State. 

Now, the cost of those to the landowners will vary somewhat, but I 
think in most cases—I know it is in Mississippi—there is a certain 
amount of State subsidy. By that I mean that the State will make a 
small number of seedlings available to a landowner free, and then, 
more than that, if he wants them he has to purchase them. And 
generally the purchase price does not quite cover the cost of production. 
So, in effect, the State helps the landowner by taking a part of the cost 
of the seedlings that are produced; plus the fact that they furnish 
other services, such as fire control, technical assistance to landowners, 
small landowners. 

Of course, you also have the services of various industry foresters, 
pulp, lumber companies, and so forth. And all of that is pretty well 
integrated and coordinated with programs of State agencies, I would 
say. 

We are coming along. We have got a long way to go, but we have 
come a long way. 

I think we are doing pretty good. 

Mr. Roosrvetr. Thank you. 

Mr. Witcox. From the American Forest Products Industry, I no- 
tice a report, and here is the opening sentence 





For the first time in many years, our forests are growing more wood than we 
are using. 


Mr. Ketiry. Mr. Ayres? 
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Mr. amen Mr. Wilcox, I too want to commend you on an excellent 
statement. I did not realize that this industry was as important to 
your economy down here as it apparently is. 

As I see it, you have actually two types of operators here. You have 
the man who owns the land, and to supplement his income he cuts a 
little wood. 

And then you have a man who is a small-business man, who goes 
out and hires men to come in and do the cutting and felling and peeling, 
and so on. 

I would be interested in knowing what type of individual this is 
that you hire. Not the man who owns his own land. But what kind 

of work would he be doing if he were not working for you, Mr. 
Broome ? 

Mr. Broome. Congressman Ayres, I will try to answer that. I would 
like to cite a couple of typical employees of mine. I have one man 
who is a very nervous type of person. I guess most of you would refer 
to him as one having Saint Vitus’s dance. This man is doing a won- 
derful job in the woods, making above the minimum wage, and earning 
his own living. 

Mr. Ayres. They call that “gin shakes” in Washington. 

Mr. Broome. This particular man has worked well over 6 years for 
me, and he is a steady employee. You can set your watch by him. 
He is going to be there in the morning ready to go to work. But by 
the same token he could not go into any factory in this town or any 
other town and get a job, just because of that physical disability. 

Then on the other hi ind, I have some aged men in their late sixties 
and early seventies that industry frowns on. They could not get a 
job and be required to produce under a regular workday hour system, 
because they tire easily, and they would not be able to stop when they 
wanted to. They could not work when they wanted to. And they 
would be out completely. They would be a burden to the State or 
the Federal Government. Yet those men are earning their way, and 
they are making the minimum wage in the woods. 

Mr. Ketter. Those two instances you cite: Are they exceptions, or 
in general ? 

Mr. Broome. I would say the man that is afflicted is an exception. 
On the other hand, the aged man, as most of these fellows in this 
room will bear this out, are typical workers. They are in the aged 
group. 

Mr. Ayres. Do you have any young men, between 20 and 30, that 
you hire? 

Mr. Broome. Yes; we do. 

Mr. Ayres. What is their educational background ? 

Mr. Broome. Roughly I would say the younger generation today 
have a grade school education or better. 

Mr. Ayres. But they would quit and go to work some place, and 
you find these young people without the adv antage of higher education 
or high school education do get into this industry / 7 

Mr. Broome. I will tell you what happens in many cases. We get 
a high school graduate to come into the woods, and we think he is 
adapted to being a machinery operator or a “cat” driver. We put 
him on this machine, and he learns to operate it, and the first thing, 
industry have hired themselves a good worker. 
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Mr. Ayres. In other words, you are a sort of a training ground. 
Mr. Broome. We are a training ground. 
Mr. Ayres. Do you have a very big turnover among your employees? 
Mr. Broome. No, sir, in my small crew I would say 80 percent have 

been working for the last 8 or 10 years. 

Mr. Ayres. They must be happy, then. 

Mr. Broome. That is right. 

Mr. Ayres, But they would not object to making more money ? 

Mr. Broome. I would not object to making more myself. 

Mr. Grirrtn. Let me ask you this: Do your workers go to work at 
a particular time in the morning and quit at a particular time at night? 

Mr. Broome. No, and I think Mr. Wilcox indicated that is not the 
case in most places. 

Mr. Witcox. That istrue. They go and come as they see fit. Ona 
piece rate basis, and that is the way it is all paid for. 

Mr. Grirrty. I think this point is implicit in your whole presenta- 
tion, but aside from keeping records, your industry does not lend it- 
self to an 8-hour-a-day operation ? 

Mr. Wucox. That is right. It is—in the woods. 

Mr. Grirrrn. My colleague from California, Mr. Roosevelt, men- 
tioned the possibility that has been suggested that maybe the Secre- 
tary of Lavor could grant some of these exemptions where he was 
satisfied that a dollar an hour or more was being paid. It occurs to 
me that from time to time somebody has to keep records to prove to the 
Secretary of Labor that that is being done. So we will still get back 
to keeping records at least to some extent. 

I think aleso that booklet that you referred to, by he Department of 
Labor, should be identified. 

Mr. Broome. BLS report No. 113. 

Mr. Exuiorr. Mr. Wilcox, I believe it would be a fair statement to 
say that there is no industry perhaps in the United States that is 
built around payment for production as the woods industry. Would 
that not be a fair statement ? 

Mr. Witcox. I think so; yes, sir. 

Mr. Exxiorr. I used to work in the woods industry myself. And 
when you cut timber you are paid so much a thousand for it. When 
you cut pulpwood, you are paid so much a cord. That is a custom 
of the industry that has been true for many, many years. 

Mr. Wucox. That is right. 

Mr. Exxiorr. Now, we speak about. 2 or 3 different classifications of 
people here. We speak about the man that you described as having 
an average of 4 to 9 acres of land. 

In my area, he cuts that land or cuts the part of it that he wants to 
cut or that is ready for cutting. Maybe he cuts some of it every year 
or every 2 or 3 years. 

Now, if he uses his own folks to cut his own timber and carry it to 
the place to sell it, he gets about $13 a unit for it, or roughly, we will 
say, a cord. 

Mr. Wircox. Yes. 

Mr. Exxiorr. If he does not want to cut it, if he farms it out more 
or less to one of these crews you are speaking of, then he gets $4 a cord 
for it, and the man who cuts it gets about $4. And if the fellow hauls 
it also, he gets another $4 ar $5, depending upon the area. Or if a 
separate man hauls it, he gets about $4 for the hauling. In other 
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words, it is based and has been based a long time upon the 4-44 ratio. 

Mr. Witcox. That is right. 

Mr. Ex.iorr. I met with some pulpwood producers in my district 
a few days ago, and they made lots of point about the recordkeeping. 
I never have felt that the recordkeeping was much of a bugaboo my- 
self. I think if you have got a crew of 4 or 5 people who are cutting 
pulpwood, you can ask them at the end of the day, or the crew leader 
or someone else can keep the records. I am not so worried about that 

hase of it as some of you gentlemen are. But when you put some- 
Bed out into the field, you pay him like picking cotton. That is just 
customary. And if people are able to earn much more than a dollar 
an hour, you are happy that they earn much more than a dollar an 
hour. 

Mr. Wixcox. I wish, Congressman, they could earn $2 or $3. They 
aremy people. Certainly. Iam for them. 

Mr. Exxiorr. Now, let us talk a little more about the crews. When 
the size of this crew was fixed at about 12 in 1949, has there been 
since that date any real change in the industry that would, in your 
opinion, be justified for changing the size of the crew from 12 to 7? 
I hear a good many arguments about that. 

Some people make the statement that the coming of these me- 
chanical saws, chain saws, and that sort of thing, would justify now 
asmaller exemption for the crew than was true in 1949, 

Now, you have given us lots of good information, and I have been 
impressed that it has been fair and objective. And I would just 
like to have your viewpoint on that question. 

Mr. Witcox. Well, Congressman, I do not see, and I have not ex- 
perienced myself, any change. It is true that it has been mechanized 
some—quite a little bit, in our area, in the last 2 years. But actually, 
production per man has picked up a very little bit by the coming, say, 
of the chain saw. He can just get out there in so many cases. And 
you know the type of person I am talking about now. He can get 
out there and make the amount of money he wants to make that day 
in less time with the chain saw, and it is not quite as back breaking 
and whatnot. 

I have noticed in my area no noticeable change. As for the 12, I do 
not know why 12 was established at first, why it was not 14 or 10. It 
is kind of like having a $600 exemption on the income tax. Probably 
the man with 14 needs the exemption as badly as the man with 11, or 
vice versa. I don’t know. But I think that the 12-man exemption, 
it has been my experience, in my trade area—it permits this man 
that has, as I stated in my statement, maybe 2 or 3 trucks, and usually 
a couple of trucks, and 2 or 3 power saws, with a crew operating on 
this side of town, and 5 miles over here some more cutting, and over 
here some more, it takes a few men to each of those crews, it permits 
this man to stay in business. 

Mr. Exxiorr. Of course, speaking about these power saws, you have 
to take off about half of the time to keep those things repaired. [Ap- 
plause. | 

Now, then, the ordinary crew might have two trucks. I think more 
likely down in my area it would be one. But we will say there are 
twotrucks. That would take two drivers. And in your cutting group, 
you would have two people on the chain saw, and then you would 
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have a third man to trim up. And then you would have probably an 
extra man or two to load, would you not, for each truck ? 

Mr. Broome. For each truck. 

Mr. Exntorr. Now, there is no mechanical way of loading this lum- 
ber from the woods. 

Mr. Witcox. It is hand labor. You find a few A-frames once in a 
while that will help. 

Mr. Ex.xiorr. But that is slow, and it is very hard work. 

Mr. Ketxiey. Will the gentleman yield? 

I want to remind the audience that we do not want any applause. 
We do not want to have any demonstration. We feel you are guests, 
and we want to carry this on in a businesslike fashion. A laugh once 
in a while is all right. We do not object to that. But no applause, 
please. 

Mr. Exxrorr. If you had a crew leader, and he had a driver and 
2 loaders, that would be 4 people, and if he had 3 people cutting, that 
would be 7 people, and if he had 2 of those trucks, you would have 
everybody again but the leader, and you would come up with about 
what? Six additional people? You would have 13 people. Is that 
right? If it figures out that way. 

Mr. Wucox. That is right. 

Mr. Ex.iorr. Of course, you would have modifications of that sys- 
tem throughout the entire industry. 

Mr. Wixcox. That is right. 

Mr. Exsiorr. I would like to particularly ask Mr. Clippert here: 
Mr. Clippert, is it your judgment that your people who work in the 
production of pulpwood earn an average of $1 an hour for the time that 
they work ? 

Mr. Curerert. Yes, sir; I believe that they do. Otherwise, I be- 
lieve they would find employment competitively, unless they were 
disabled, as Mr. Broome pointed out, where they could make a 
dollar or more. And for that reason I believe they stay in our indus- 
try because they are making a competitive wage. 

Mr. Exxiorr. Where is Mr. Stephens? 

Mr. SrerHens. Right here. 

Mr. Exxrorr. Is it your judgment that the people who work in that 
industry, the crews that you are connected with or have supervised, 
make at least a dollar an hour? 

Mr. Srepuens. Yes. I think all of your conscientious able-bodied 
workers make a dollar an hour or more. 

Mr. Exxiorr. And would that be your judgment, too, Mr. Fulcher? 

Mr. Fuucuer. Yes; that is my judgment. 

Mr. Exuiorr. So you do not have any question here of enabling 
people to earn the minimum, in your judgment? 

Mr. Fuicuer. They are already doing that. That is right. 

Mr. Exxiorr. Your main contention is that the industry is set up in 
such a way that it is extremely difficult to gear it to, as somebody called 
it, the assembly line production that you have in a factory. 

Mr. Fuucuer. Yes; that is exactly right. 

Mr. Ex.iorr. The industry has the incentives that we like to have 
in an industry. If you get 3 cords of pulpwood a day, you make $12 
instead of $8 1f you cut 2 cords. 
Mr. Fuucuer. That is right. 
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Mr. Wiicox. If I might just say this: There is not a question of 
the minimum wage anywhere in it that I know about it. It is a 
question of the workability of the thing in a small woods operation. 
That is the meat of the coconut. 

Mr. Extiorr. Here is another objection I hear. And I would like 
to get your answer to this question into the record. Some people are 
contending that the large pulp mills are actually controlling the crews 
who go out and cut the wood ; that they are exercising sufficient control 
over them; that the crews are in effect employees of the pulp mills, and 

that therefore the crews should be treated on the same basis as are 
the other people who work in the pulp mills. In other words, some 
people are contending that behind this setup, the crews are being used 
as a means of getting around the wage-hour law. Is there anything 
to that contention, based upon what you gentlemen know about it? 

Mr. Wiicox. W ell, I am going to refer you to Mr. Stephens, who 
shipped wood a long ‘time before the wage-hour law. He ought to be 
able to give us a cross section. 

Mr. Sreruens. I do not know anywhere where I have seen any 
indication of where any of the mills were trying to control any of 
the crews or exercise any control over those crews in the territory in 
which I operate. 

Asa matter of fact, there has been no change in the general working 
conditions of the pulpwood business so far as actual operation is con- 
cerned, except certain improvements in mechanics, in the past 30 
years. 

Mr. Roosrveir. Would the gentleman yield on that? 

If that was actually so, it seems to me that existing law would prob- 
ably provide the Department of Labor with the machinery to go in 
and collect the minimum wage, if they were paying less than the 
minimum wage. 

Mr. Sreruens. That is right, Congressman. And I think this, too: 
I think we people out in the country would resent control of those 
things, and we would do something about it. 

Mr. Roosrveir. I am sure you would. 

Mr. Lanprum. I think you people ought to say a little about the 
saw-log business. So far as the 12-man exemption is cone + ned, is that 
the same generally as we have heard here about pulpwood ¢ 

Mr. Wixcox. Yes. 

Mr. Lanprum. What is the average size of the saw-log crews in 
this area, in this section of the country ? 

Mr. Price. Well, I would speak for my small timber. I buy tim- 
ber which is not very big. But the bigger companies have big timber. 
The average of my timber I would say would run around 14 inches in 
diameter at the stump. 

Mr. Lanprum. I think you misunderstood my question. I meant 
with reference to the crews. 

Mr. Price. Oh. Excuse me. As to my woods crews, I operate 
with 11 men. My sawmill, of course, is under the wage-and-hour law. 
I pay mill workers by the hour. But I pay woods workers by the 
piece. Some men put logs on the skids, some cut wood, and so on. 

Mr. Rooseveitr. Mr. Owen, could I ask you a question? I think 
you are the only one who has not said anything yet. 

[ am just a little curious, and I think some of the members of the 
committee are, as to whether you in your part of the industry have 
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shared in what seems to have been a very tremendous increase in the 
end product of pulpwood, and newsprint. Newsprint has gone up 
so terrifically. I am wondering if any of that has come down into 
your end of what you are getting for your product. 

Mr. Owen. Yes, sir, that has come down. It has been reflected 
throughout. And I would like to add one view of mine on this ques- 
tion, about the average of a dollar an hour. In our area, the raise to 
the average of a dollar an hour in the pulpwood industry came ap- 
proximately 4 years ago. 

In other words, we were quite well ahead—competition made it so— 
of the minimum wage. 

Mr. Roosrvetr. But do you feel that you have shared in the tre- 
mendous increase in the price of newsprint which is being charged 
today ? 

Mr. Owen. Yes, sir; we have. Iam not too familiar with the news 
print price. 

Mr. Roosevetr. None of you sell directly to mills that specialize 
in newsprint, I gather. 

Mr. Fuucuer. Yes, I sell to a newsprint mill, and the price of my 
wood has gone up twice in the last 2 years. I was paid $16 a unit for 
wood 2 years ago and now it is 18. 

Mr. Rooseve.t. Of course, I do not think percentagewise that cor- 
sponds to the percentage increase that the newsprint industry has been 
receiving. But at least you have gotten a small share of it. 

Thank you. 

Mr. Extiorr. I want to ask one more question. You have got these 
black dots up here that represent 5,000 cords of pine, these black dots. 
Employment for how many people is represented, would you say, in 
one of those black dots, on a yearly basis? 

Mr. Wiicox. Mr. Elliott, I made the statement a few minutes ago, 
and I cannot verify this figure, that as best I know—and we have 
bulled it around here this morning—it is probably an average of 40 
or 50 cords per producer per year on the average. But there could 
possibly be a hundred producers involved in that 5,000 cords of wood. 

Now, of course, that is an average. There is a Department of 
Agriculture release, with a map here, and it was broken up, and I 
was unable to find that. We were interested in that particular thing. 

Looking back to my local area, I would say 40 to 50 cords per pro- 
ducer per year. 

Mr. Keer. $21% a cord? 

Mr. Wicox. No, $4 cord; 214 hours per cord, I believe. 

Mr. Ketiey. Any more questions? 

Thank you very much, Mr. Wilcox and gentlemen. We have bene- 
fited by your testimony here, and we appreciate your coming here 
today. 

Mr. Wixcox. Well, on behalf of my friends in the back and on this 
panel, we want to thank you for the very wonderful way you have 
received us. 

Mr. Keuiry. We are trying to get information, Mr. Wilcox. 

Mr. Wicox. We believe that. Thank you, sir. 

(Statements referred to at beginning of witness’ testimony 
follows :) 
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Wuure Ark., May 3, 1957. 
House SUBCOMMITTEE ON LABOR STANDARDS, 
Washington, D. C. 


GENTLEMEN: I would like to have you keep the 12-man exemption and sea- 
sonal exemption for forestry and logging in the present Fair Labor Standards 
Act. 

Let’s quit “beating the devil around the stump” and get a clear definition 
of just what the term “employee” means. 


Very truly yours, 
V. S. MonTGoMERY. 


House SUBCOMMITTEE ON LABOR STANDARDS, 
New Orleans, La. 

GENTLEMEN: In connection to your inquiries concerning the justifications of 
H. R. 4575 and how it affects the small, independent pulpwood producers and 
their crews, I would like to state the facts. 

As a timber buyer I am in day-to-day contact with pulpwood producers 
throughout southwest Louisiana. It is my observation that the hardships that 
would be placed upon these producers with the passing of H. R. 4575 would be 
of such an extent as to force many of them out of business. 

Most of these producers operate one truck with a very small crew. With the 
cancellation of the 12-man exemption law and with the present definition of 
“employee” as found in FLSA, these small producers could no longer maintain 
their independent status. 

It is my further observation that due to the educational background of these 
producers and their low-class laborers, that H. R. 4575 would be impractical 
from a standpoint of accuracy as would be required in the recordkeeping this 
law would bring about. It is my request that you give full consideration to 
the small independents. As H. R. 4575 is in its present form it would cause 
these men to lose their initiative and integrity. 

Yours truly, 
TILLMAN GUILLARY, Kinder, La. 


House SUBCOMMITTEE ON LABOR STANDARDS, 
New Orleans, La. 

GENTLEMEN: In connection to your inquiries concerning the justification of 
H. R. 4575 and how it affects the small, independent pulpwood producers and 
their crews, I would like to state these facts. 

1. The small, independent pulpwood producer is more nearly like the farmer 
who is now exempt from FLSA. This is brought out due to the fact that weather 
conditions, available timber supply, and labor supply forces him to do other 
work to make his living. 

2. It is a fact that said producers work irregular hours and with unstable 
workers. It is also a fact that most producers are somewhat uneducated and 
couldn’t keep accurate records, as would be required by law. Also, let it be 
noted that due to the economic returns, said producers could not hire certified 
bookkeepers to do this work. 

8. If this bill is made into law it would place such a burden of increased 
supervision and impractical recordkeeping on small-business men, farmers, wood- 
lot owners, and loggers engaged in the business of producing pulpwood as to 
force them out of business. 

Therefore, we beg you to let our small operators such as myself stay in 


business. 
JOHNNIE CiLoup, Oakdale, La. 


House SuBCOMMITTEE ON LABOR STANDARDS, 
New Orleans, La. 

Dear Srrs: I have been informed that you are having a hearing on FLSA— 
H. R. 4575. I understand that this will affect me and my logging operation. 

We are being burdened enough already with recordkeeping and such. As I 
understand the proposed bill, it would require us to hire a C. P. A. to keep us 
within the law. This we can’t afford. 

We work a small crew, many of whom are part-time farmers and log cutters. 
When these farmers are making their crops we must replace them with a low 
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class of laborer a few days a week. This would make it almost impossible to 
keep accurate records of who worked how many hours. 

The logging industry cannot work timeclock, factory-time days and stay in 
business. We nmust work full days with the maximum of effort. Our lumber 
industry is vital to the Nation and its building program. With the cost of 
machinery and other equipment, our margin of profit is narrow. Any more 
hardships would be disastrous. 

Sincerely, 
Savant LUMBER Co., 
W. J. SAVANT, 
Kinder, La. 


STATEMENT OF A. C. KMIECIK IN CONNECTION WITH HEARINGS HELD REGARDING 
THE 12-Man EXEMPTION 


My name is A. C. (Tony) Kmiecik. I live in New Waverly, Tex. I work with 
Mr. Charlie Ellison, of New Waverly, Tex. We produce pulpwood ourselves 
with a crew of 12 men or less, and we also buy pulpwood produced by otherg 
who are part-time farmers and part-time pulpwood producers. These part-time 
pulpwood producers cut and haul thetir own timber, and timber which they 
buy from their neighbors. 

Because of my education, training, and experience, I have been asked by a 
number of these producers and farmers to help them with their social-security 
and income-tax records. I find from personal experience that these people do 
not have the time, knowledge, or facilities to keep up with the records which they 
must keep now, and I am not in favor of requiring them to keep any more 
records. 

We buy from eight independent pulpwood producers. Seven of these men haul 
with one truck, and one hauls with two trucks. These producers, and our own 
crew, as well, work at the cutting and hauling of pulpwood along with farm 
work. Since they sell their wood by the cord, it does not make any difference to 
them about the time worked. The wood is cut and hauled to town and sold 
to a buyer just like any other farm crop. Often the cutters go out and cut a load 
of wood in the morning, bring it to town and sell it, and then with the same 
truck haul a load of fertilizer back. It is impossible to tell where woods work 
begins and ends because it overlaps farm work. 

Many times when a producer cuts a load of wood he does not know who he 
will sell it to. On certain days they may sell to two different buyers. 

We have had a lot of excess rain in Texas during the past several months. 
Farming and woodcutting are way behind. When the ground dries up, both 
farming and woodcutting will be carried on from daylight to dark. It is not 
possible to schedule regular workweeks in the woods like it is in the factory. 
Keeping a 12-man exemption will allow these men to keep operating. We could 
not buy from producers of this type if we were to be held responsible for seeing 
that they kept all these records, because it would be physically impossible for 
us to check all these scattered operations and we would not want the liability 
of purchasing wood which we were not sure was produced in compliance with the 
law. This would deprive these farmer-type producers of their market. 

The 12-man exemption is not a way to get out of paying the minimum wage. 
Pulpwood cutters and haulers make at least a dollar an hour and in many cases 
much more. If this work did not pay the minimum wage, then they would go 
to work elsewhere as there are plenty of jobs in east Texas. 

With respect to the definition of an employee, I think that it should be the 
same for wages and hours as it is for social security and other Government 
programs so we will always know who is an employee and who is a contractor. 
I recommend that H. R. 6150 be passed to eliminate this confusion. 


House SUBCOMMITTEE ON LABOR STANDARDS, 
New Orleans, La. 

GENTLEMEN: It has been brought to my attention that you are considering 
House bill, H. R. 4575. I would like to point out how this would affect me as a 
small-business man and logger: 

1. My labor is unstable in that we have to hire new men almost every month 
to replace transients and part-time workers. The proposed H. R. 4575 would 
make recordkeeping almost a full-time job of which we can’t afford to hire the 
type of individual this bookkeeping would require. 
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2, I would like to see the FSLA change the definition of ‘‘employee’’ to be the 
same as other laws. 

8. Due to climatic conditions and timber supply many of our workers must 
seek other ways to make a living while we are shut down. 

We would appreciate your consideration in allowing us to continue our livli- 
hood as we are doing it now. 

Sincerely, 
ELNert W. Woon, 
Oberlin, La. 


JUNCTION Citry, ARK., May 6, 1957. 
House SUBCOMMITTEE ON LABOR STANDARDS, 
Washington, D, C. 


Sirs: I am not familiar with the number of the bill under consideration but 
I do know what effect the lowering or doing away with the 12-man exemption 
will have on a certain class of workers; namely, pulpwood workers and loggers. 
These people generally have in their crews from 4 to 10 men and their income will 
not justify hiring a bookkeeper. 

In H. R. 6140 there should be a plain and clear definition as to who would 
be considered an employee. As a reference the Social Security and Labor Rela- 
tion Acts have defined what person is an employee. There should also in the 
bill under consideration be a definition setting up a producer as an independent 
contractor. The above definition should be made clear so that the buyer of the 
products produced, the producers, and the employees of the producers would 
know what relations and liabilities were due each other. 

In considering the 12-man exemption, the question is whether these people 
have been fortunate enough to have received a sufficient education to keep a set 
of books, that would satisfy an agent of the Federal Government. My idea of 
a plan of better recordkeeping would be gradual, and educate the people along 
that line especially our younger citizens that are now in school and will be our 
future producers. 

Many people derive their living from small mills and woodwork in north 
Louisiana and south Arkansas. Any change in the setup, as is, will affect 
many workers and their families, as many will be out of work and on relief roles. 

Yours truly, 
F, E, SLAUGHTER. 


CHAIRMAN, 
House Subcommittee on Labor Standards. 

Mr. CHAIRMAN: I oppose the current House bill proposing elimination of the 
12-man exemption because Congress set up the Fair Labor Standards Act for 
industrial manufacturing, then later agreed that it was impossible to apply a 
factory-type law to a small business operating in the woods. The result, pulp- 
wood operations with less than 12 men were exempt. 

It is impossible for many of the small pulpwood producers to report accu- 
rately the hours worked by pulpwood cutters and haulers. To require this record- 
keeping would place a burden of increased supervision on the small producers 
which the business itself would not support. 

Pulpwood production is more nearly like agriculture and is carried on by small 
producers. Using even cords, last year we purchased 45,593 cords of wood at 
Springhill, La., from 89 producers for an average of 512 cords each, 20,992 cords 
were purchased at Minden, La., from 111 producers for an average of 189 cords 
each, 12,448 cords were purchased at Coushatta, La., from 34 producers for an 
average of 366 cords each. Over the entire job 79,028 cords of wood were pur- 
chased from 234 producers for an average of 338 cords. Many of the produc- 
ers farm and produce wood between crops, while others work on other types 
of seasonal work. Under these conditions it will not be possible for them to 
maintain an independent status if exemptions are taken way since the act would 
then be economically unworkable. 

It is very necessary that the independent status be maintained. For instance, 
no buyer could afford on his small commission to furnish proper supervision to 
the 234 producers who averaged 338 cords in the year that I have previously 
mentioned. This would very near require one man to each producer. These pro- 
ducers have no supervision from anyone. They hire and fire the workers that 
they use, buy their own trucks, timber, and wood. The producer files a social 
security and unemployment compensation report on the men he works. He pro- 
duces wood in any area he wishes and may sell to as many as 4 or 5 different 
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buyers in a given week. At the same time he may be producing saw logs poles, 
ties, piling, and posts for different buyers. 

I favor the current bill proposing coming law definition of employees. The 
definition of employee, as found in the Fair Labor Standard Act, should be 
brought in line with the definition found in other laws, such as social security, 
The definition, as found in the act at this time, makes it impossible for the ay- 
erage pulpwood producer to be sure who is the employee or employer. Accord- 
ing to the definition used by the Social Security Board and other laws he may be 
an employer, at the same time using the definition as found in the Fair Labor 
Standards Act he may be an employee. 

This is also working hardships on the pulpwood producer in other ways, 
such as compensation and liability. The producer is not sure who is correct in 
any of the cases until someone has a court decision. This decision could depend 
entirely on which definition the court used in this particular case. Decisions 
in the lower courts are governed largely on decisions handed down by the higher 
courts, which is as it should be. But when a man is an employee in one case 
and an employer in another, in my opinion it is sure to cause some wrong de- 
cisions. 

In my opinion, another very good reason why the 12-man exemption and the 
common-law definition of employer is so important to the pulpwood producer, is 
that very few producers have finisher grammar school and they do not have 
the executive ability found in industrial manufacturing for which the law was 
intended. 

Respectfully, 
E. B. Smirn. 


Zwo.te, La., May 8, 1957. 


Hovse Lasor SuBcOMMITTEE ON Farr Lasor STANDARDS ACT, 
New Orleans, La. 


Mr. CHAIRMAN: In operating my business as a pulpwood dealer in and 
around Sabine Parish, La., I buy wood from about 15 small contractors. These 
contractors are independent businessmen even though they employ only 1 or 2 
men and seldom more than 5 or 6. 

Should the 12-man exemption be removed from the Fair Labor Standards Act it 
would seriously hamper my source of supply and the livelihood of these contrac- 
tors and their employees. 

To put them out of business simply because they might be required to maintain 
records beyond their capabilities would be to unreasonably exploit the heritage 
of the small-business man. 

The present practice of the Wage and Hour Division in failing to recognize the 
employees of the small contractor as such is still another stumbling block in our 
path. We are sorely in need of legislation resulting in a clear and better defini- 
tion of the employee similar to that used in the present Social Security Act. 

Anything that you can do to get the 12-man exemption retained and the term 
“employee” clarified will be greatly appreciated by me and I feel sure by the 
hundreds of small pulpwood producers throughout the country. 

Sincerely yours, 
Ep JONES, Jr. 


Krresyvitte, Tex., May 8, 1957. 
House LAsor SuBCOMMITTEE ON F'atR LAsor STANDARDS ACT, 
New Orleans, La. 


Mr. CHAIRMAN: I am a pulpwood dealer, buying and selling pulpwood, 
saw-log stumpage, and some posts and pole material in southeast Texas. The 
primary business being pulpwood. 

In carrying out this means of livelihood I purchase wood from 10 to 15 inde- 
pendent pulpwood producers or contractors. These small independent producers 
employ from 2 to 4 or 5 employees each. They are for the most part colored and 
generally speaking, are poorly educated individuals. Few, if any, are in a posi- 
tion to maintain any elaborate set of books or business records. Their employees 
work on piecework or hourly rates as the case may be and are paid weekly. 

It is hoped that the committee can see its way clear to retain the present 
12-man exemption in the Fair Labur Standards Act and to better clarify the 
definition of the “employee” similar to the definition used in the social-security 
law. 

Should the 12-man exemption be dropped from the law it will seriously handicap 
the pulpwood business as a whole and cause many small contractors to go broke, 
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get out of business, and have to work directly for some other person in servitude 
rather than as an independent doing business for himself. 

A better definition of the term “employee” is badly needed to eliminate any 
future doubt as to whether the independent contractors’ employees are his or not. 
A definition similar to that used in the social-security law will clarify the term. 


Yours very truly, ane ia 
. A. MARTINDALE. 


MANSFIELD, La., May 8, 1957. 


House Lasor SUBCOMMITTEE ON Fark LABOR STANDARDS ACT, 
New Orleans, La. 

Mr. CHAIRMAN: I am a pulpwood dealer operating in De Soto, Sabine, and 
Natchitoches Parishes. I buy wood from 20 to 25 independent pulpwood pro- 
ducers throughout this area. These producers are small, independent con- 
tractors and employ from 2 to 8 or 10 men each in the woods. For the most 
part these men buy their own stumpage, operate their own equipment, and hire 
and fire their own labor. 

The retention of the 12-man exemption in the Fair Labor Standards Act is of 
utmost importance. To lose it from the law would undoubtedly bring on an 
endless change of authority and its accompanying responsibilities to which the 
average small producer would be unable to cope. 

Also, we are sorely in need of a better definition of the term “employee.” 
The cutters, haulers, and other persons employed by these independent pro- 
ducers are clearly their employees. These producers are free to sell their 
wood to whom they wish. Yet the Director of the Wage and Hour Division 
continuously attempts to construe their status as being the employees of the 
dealer who buys the wood from the producer. A definition of “employee,” based 
on the common-law criteria on the social-security law, would be a definite help. 

Please take whatever action you can to prevent further and more irreparable 
damage being done to the present small independent-contractor system. 


Very truly yours, 
T. F. Bepsore. 


DeRtpper, LA., May 8, 1957. 


House LABoR SUBCOMMITTEE ON F'Arr LAsor STANDARDS ACT, 
New Orleans, La. 

Mr. CHAIRMAN: As a pulpwood producer and small contractor selling wood 
to various dealers in southwest Louisiana, I hope you can help solve some of our 
problems and worries. 

Please retain the 12-man exemption in the Fair Labor Standards Act. If this 
is lost I will be unable to continue to operate my own business and will be forced 
to accept some other means of livelihood. As I go out of business my present 
emplovees will also have to seek other employment. 

While I may be a small contractor and operate on a minimum of capital and 
volume production, I like it that way. Anything that would tend to force me into 
the employ, direction of, or servitude to another would be very distasteful to 
me and cause me to lose my identity as an individual. 

Very truly yours, 
I. L. LAwson. 


HANNAH Bros., 
Bastrop, La., May 8, 1957. 


The House oF REPRESENTATIVES SUBCOMMITTEE ON LABOR STANDARDS, 
Washington, D. C. 


GENTLEMEN: As representatives of the pulpwood industry we should like to 
make plain our feeling regarding the present Fair Labor Standards Act. 

We should like very much to see the present 12-man exemption retained, as 
well as the seasonal exemption. To do otherwise will work a definite hardship 
on the small pulpwood producer. In fact we believe the change will force num- 
bers of them out of business. 

We should like to see the term “employee” defined as it is in the present 
Social Seecurity Act. As the term is now defined it is very indefinite. 

Please keep the above facts in mind when you consider changing the present 
act. 

Very sincerely, 
Froyp HANNAH, Wood Dealer. 
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MemoranvUM From T. D. Litrie, Presipent, T. D. Lirrte ENTERPRISES, Ino., 
ALTO, TEX., AND PRESIDENT, Etex PuLpwoop, INc. 


In connection with the hearing on the proposed amendments to the Fair Labor 
Standards Act to take place in New Orleans, La., May 13, 14, 15, and 16, it is 
recommended that the “seasonal exemption” as now contained in the present 
act be retained inasmuch as the elimination of the seasonal exemption would 
work a distinct hardship on the pulpwood industry in east Texas. It would 
likewise work a distinct hardship on pulpwood dealers in this area as well as 
the small pulpwood producer. A substantial portion of the persons residing in 
this area make their living in whole or in part from pulpwood cutting and hanul- 
ing. Many of the small farmers in this area supplement their yearly income 
by seasonal cutting of pulpwood on their own land and on a contract basis on 
other land in the area and in many instances the main source of cash income 
for these people is through their pulpwood operation. This work is to a large 
extent seasonal in that it is undertaken during the time after the crops are laid 
by or during the off season when they are not otherwise engaged in farming 
and it would be very detrimental to the economy of this segment of our popuiln- 
tion as well as detrimental to the economy of the entire east Texas area if 
these small pulpwood operators were deprived of this opportunity to supplement 
their incomes through pulpwood cutting and hauling. 

We further feel that the “12-man exemption” as now provided in the Fair 
Labor Standards Act should be retained inasmuch as the elimination thereof 
would deprive a majority of the small crews now cutting and harvesting pulp- 
wood in east Texas from the primary source of their livelihood. A very sub- 
stantial portion of the persons engaged in the pulpwood industry are small 
operators of 12 men or less and these people are engaged to a large extent in 
the only type of work in which they are familiar and in which the land itself 
is suited. These people to a large extent are not highly educated and are not 
capable of maintaining the records which they would be required to keep if 
the 12-man exemption was eliminated. 

We likewise are of the opinion that the economic reality definition of “em- 
ployee” in the Fair Labor Standards Act should be amended, for if this defini- 
tion is continued it would continue to work unsurmountable hardship upon the 
small pulpwood operator. 


CARTHAGE, TEx., May 11, 1957. 
A. G. CURTIS, 
Care of Louisiana Forestry Association, 
Jung Hotel, New Orleans, La. 


Dear Sir: As a contractor in the pulpwood industry, I feel that the following 
statement concerning changes in the Federal wage and hour law is justified. 

1. Seasonal workers should be given continued special regard since they as 
a rule do not work long enough in the timber industries to acquire the skills 
needed to justify an employer to pay them at the overtime rate specified by the 
law for regular workers. 

2. The “12-man exemption” should definitely be retained in the law as it now 
is. This allows less efficient businesses to remain in operation, providing 
employment to workers who would be unable to hold jobs in industries where 
the minimum wage is required. Good examples of these workers are the physi- 
eally handicapped and aged persons. Compliance with the law would force 
many timber workers from their jobs since the educational level of their em- 
ployers as a rule is of the worst sort. (Most of the forest products of the 
South are being produced by persons who were severely underprivileged in 
educational opportunities.) Many of our 1-truck employers cannot sign their 
own name although they are able to employ many employees and carry out a 
fairly good business enterprise. These fellows would be put out of business if 
the 12-man exemption wre discontinued, thereby causing many persons to lose 
their source of livelihood. 

In conclusion, I would certify that most timber workers are content with 
the wage and hour law as it now stands, and most do earn the minimum wage 
by working on a piecework basis. Let’s be slow to encourage any changes in 
the law as it now exists with its exemptions as they now stand. 

Yours truly, 


W. T. Pires. 
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STATEMENT oF Steve C. KaARpDELL, SAN AUGUSTINE, TEx. 


Instead of being broadened, the coverage under the Fair Labor Standards 
Act should be narrowed with reference to pulpwood workers and producers. 

Pulpwood workers in the South are the most independent type of workers 
left in the Nation, and the work is less adapted to supervision and regulation 
than logging and agriculture. 

The category of pulpwood workers catches the type of men who, 50 years 
ago would have been the professional hunters, trappers, and fishermen. It also 
catches, and is mostly made up of the well-known part-time workers who cannot 
or will not hold a job that has regular hours. If it were humanly possible to 
keep the exact working time on a group of as many as 25 pulpwood workers, 
it is doubtful if any 2 would have the same amount of time in any day. 
Lunch period is any time from 8 to 11 till quitting time, and quitting time is 
whenever the individual or pair wants it to be. Anyone who tries to regulate 
it, starts out looking for more workers, and usually ends up with more of 
the same. 

The climate, humidity, and other weather conditions in the Deep South may 
be a contributory factor in this, and it is also a reason that the wage scale 
for this type of worker should not be decided by the amount of effort that can 
be exerted by a comparable worker in the North or the productivity of a factory 
worker pushing buttons. 

The production of pulpwood is a job that does not lend itself easily to mechan- 
ization. In spite of accelerated efforts by some big producers to increase 
production per man-hour by the help of machines, I would venture to say that 
for some time to come in my locality, most of the wood will be produced in the 
same way it has been. That is, 1 man or 2 cutting a load and hauling it in and 
getting his money. Power saws have been a big help, but some men who could 
make twice as much money with a power saw will get his saw paid for and 
then just work half as long. That’s just the type of workers in the woods. 

If a producer could keep enough records to work a crew under the wage 
and hour law, there would be times when the workers would lose much more 
than they would gain. We have seasons when it does rain in Texas, and it 
would be impossible for a crew to get in a full week. Later, when the demand 
for wood had picked up due to the rain, the producer could not let the men 
work as long as they or he wanted to because there is not enough margin in 
pulpwood to pay any overtime. By the same token, there is not enough margin 
in it to hire the bookkeepers, timecheckers, and foremen that would be necessary 
if the 12-man exemption were removed. 

The backbone of our Nation’s economy has always been the small-business man, 
and although a pulpwood producer will cuss the independence in his workers, 
he will try to put up a stiff fight to maintain his own independence. We would 
hate to see it go down the drain as a result of being tied up by unworkable 
regulations. 


STILLWELL, OKLA., May 8, 1957. 
LEGISLATIVE COMMITTEE ON WAGE Hours, 
New Orleans, La. 

GENTLEMEN: During the past 35 years I have operated concentration yards 
in east Oklahoma and west Arkansas buying all kinds of forest products from 
small sawmills and part-time farmers. These people have small farms and 
during the times they are not farming they work in timber cutting railroad ties, 
pulpwood, fence posts, etc. either for themselves or some small timber operator 
who delivers this material to my concentration yards where he is paid for 
it. 

They make from $4 to $8 per day depending mostly on the amount of money 
they need for that day. A small timber operator will employ 2 to 12 men and 
usually pay on piece basis. These people are mostly illiterate whites and In- 
dians and work only when and if it pleases them and if they need a few 
dollars. 

If the 12-man exemption was removed from this kind of work it would be im- 
possible for these people to find employment. The small timber operator could 
not supervise his operations and the concentration yard buyer would not want 
to assume the liability of buying material that he needed that was produced in 
violation of the law. The removal of the 12-man exemption, wage hour law, 
would be very impracticable and the law could not be enforced. 
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I would recommend that the 12-man exemption be retained and the employee 
relationship remain as it now stands. 
Very truly yours, 
R. L. Reese. 


House SuBCOMMITTEE ON LABOR STANDARDS, 
New Orleans, La. 

Dear Str: I am a small, part-time pulpwood producer and have a small farm 
near Le Corpte, La. 

When I am not working on my farm, I have 1 or 2 men to help me, and we cut 
and haul a few loads of pulpwood. Farming has been so bad the last few years 
that without being able to haul and sell a few loads of pulpwood now and then, 
me and my family would have a much harder time. There is no other part-time 
work in our community except pulpwood hauling. 

I hear there is a new law proposed to make small producers like me keep 
accurate payroll records and pay the minimum wage. I don’t have the education 
to keep such payroll records, and I can’t hire it done. If I have to do all this, I 
can’t operate, as I know the pulpwood buyer won’t buy my wood if I don’t do it. 

So I beg you to please keep the law as it is. There are many more small pro- 
ducers like me in Rapids Parish, and we need relief, not more burdens. 

Very truly yours, 
J.D. WHITE, 


LOUISIANA PULPWOOD DEALERS, INC., 
Pineville, La., May 6, 1957. 
House SUBCOMMITTEE ON LABOR STANDARDS, 
New Orleans, La. 


GENTLEMEN: As chairman of the legislative committee of the Louisville Pulp- 
wood Dealers Association, we are asking you to please kill H. R. 4575 regarding 
the proposed changes in the 12-man exemption and seasonal exemption law. 

As pulpwood buyers from different sections of the State of Louisiana, we are 
in a position to realize and know the hardships and economical burden that the 
changing of this law would place on the pulpwood producers as well as small pole 
operators, logging contractors, and crosstie operators. In fact, the changing of 
this law would vitally affect the very life of the timber industry, not only in the 
State of Louisiana but the entire South. I believe that you will agree that there 
are thousands of people who derive their livelihood from harvesting timber from 
our Timber Belt here in the South. Due to the educational background of most 
of the timber operators, they are unable to keep the records that would be 
required by law and also due to the small amount of profits that these people 
make, they would be unable to hire secretaries, bookkeepers, etc., to keep such 
records. Therefore, to place this law upon them would cause such hardships 
economically until they would be forced out of business. 

Also, we urge you to change the definition of “employee” in the Fair Labor 
Standards Act to the way it is found in the social-security law. 

Consequently, we beg you to let the small-business man stay in business. 

Sincerely, 
G. L. MALONE, 
Chairman, Louisiana Pulpwood Dealers Association Legislative Committee. 


ALEXANDRIA, LA., May 7, 1957 
Hovst SUBCOMMITTEE ON LaBpor STANDARDS, 
New Orleans, La. 

GENTLEMEN: I urge you to retain the 12-man exemption for forestry and 
logging work in the Fair Labor Standards Act, and to make the definition of 
“employee” conform with that of the Social Security Act. 

Iam a pulpwood dealer and purchase wood from many small, independent wood 
producers who farm most of the time and sell pulpwood during their off time. 
Without the 12-man exemption, these men would be forced out of business, as 
many of them should not keep the payroll records required, and their business 
is not large enough for them to pay someone else to do the work. 

These small farm producers are having a hard time making ends meet as it is 
with farming conditions being what they are. As a rule, there is not enough 
available timber in their area to make them full-time pulpwood producers. For 
this reason they farm and do other work, and haul a few loads of wood when 
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they can find it. The wage and hour law 12-man exemption helps them now. 
If this exemption is eliminated, it will add to their hardships. 
It would be impossible for me as a dealer to keep accurate payroll records on 
these producers, due to their unsteady and independent type of operations. 
Sincerely, 
Rosert W. VAN ZANDT. 


JENA, La., May 6, 1957. 


DEAR MR. KELLEY: I am writing you to urge you to use your influence to retain 
the 12-man exemption for forestry and logging in the Fair Labor Standards Act. 

I am a small pulpwood contractor. If this exemption is repealed, it would be 
impossible for me and many other small contractors to comply with the 
requirements. 

Small farmers would definitely be denied income which they derive from timber 
sales on land. Without the small contractors these small tracts of land would 
not be merchantable. 

Sincerely yours, 
FRANK DOouGHTyY. 


AIMWELL, La., May 6, 1957. 


Dear Mr. Ketty: I am a small pulpwood producer in north Louisiana. It is 
my understanding that a bill has been introduced which would discontinue the 
12-man exemption under the Fair Labor Act. 

I usually have 1 to 3 people employed. However, due to the weather, labor 
difficulties, and the small amount of timber sales, I do not employ the same 
people all the time. 

Should the 12-man exemption be discontinued, the excessive recordkeeping 
would be impossible for me to comply with and I would have to go out of 
business. 

I earnestly ask you to consider me and other small wood producers who will 
be put out of business should the present law be changed. 

Sincerely yours, 
K. G. Forp. 


Jena, La., May 6, 1957. 
Mr. Reots KEtty, 
House Subcommittee on Labor Standards, 
Washington, D. C. 

Dear Sir: Your attention is called to the proposed legislation which would do 
away with the 12-man exemption law. 

The passage of any such legislation would be very disastrous to the small indi- 
viduals who make their living producing pulpwood with 1 or 2 trucks. The record- 
keeping alone would be so involved that it would be very impractical to this type 
of enterprise due to a constant turnover of labor, weather conditions, and the 
constant moving from one small farm woodlot to another. 

Any such legislation will not only affect the producer but will also harm the 
small timber grower who is trying to practice conservation by leaving him with 
no one to market the timber which he is being taught to have harvested wisely. 

It is a wellknown fact that the Nation’s pulp-using industries depend greatly 
upon these two different individuals, and it is requested that any legislation 
tending to restrict the marketing of their product be killed. 

Yours truly, 
W. H. BreirHavpt, Pulpwood Dealer. 


HAamMBurG, ARK., May 6, 1957. 
House SUBCOMMITTEE ON LABOR STANDARDS, 
Washington, D.C. 


DEAR GENTLEMEN: Would like to retain reasonable exemption of employees 
and retain 12-man exemption clause, and would like to have the word “employee” 
defined as contained in Social Security Act. 

Yours truly, 
Frioyp M. Ricn. 
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Re H. R. 4575. 
House SUBCOMMITTEE ON LABOR STANDARDS, 
New Orleans, La. 

Dear Sir: I hear you are holding a meeting in New Orleans about making 
some changes in the wage-and-hour law. 

I would like for you to change the definition of “employee 
law to be like the one in social security. 

Do not drop the 12-man exemption because it will hurt my little business. 


Dick Ray. 


” 


in the wage-hour 


Re H. R. 4575. 
House SUBCOMMITTEE ON LABOR STANDARDS, 
New Orleans, La. 

Deak Siz: I am in the pulpwood, sawtimber, and posts some of the time. I 
know that I couldn’t keep the records the Government would require if they 
change the 12-man exemption. 

I have different men to cut, off and on, whenever I can find some timber. Most 
of the timber I buy is in small patches from farmers, and work off and on. 

Please do not change the 12-man exemption or you will put me out of business. 


Yours very truly, F H 
RANK Hargis. 





sasTRoP, La., May 6, 1957. 
Hovse SUBCOMMITTEE ON LABOR STANDARDS, 
Washington, D. C. 

GENTLEMEN: I earn my living cutting pulpwood. I like my work. Folks tell 
me that you Congressmen are going to pass a law that will cost me more money. 
I like the present 12-man exemption for forestry. At the same time I want to 
have the true meaning of “employee” written on the fair labor law. 


Very truly yours, 
Henry McMItan. 


Bastrop, LAa., May 6, 1957. 


House SUBCOMMITTEE ON LABOR STANDARDS, 
Washington, D. C. 


GENTLEMEN: I work as a pulpwood cutter. There’s a lot of talk going around 
that Congress is about to pass a law that is going to hurt my pocketbook. I 
want to let you all know that the 12-man exemption for forestry is good for me. 
Will your committee please put me straight on just what an “employee” is. 


Very truly yours, 
ACIE FREELAND, 


- THe House REPRESENTATIVE SUBCOMMITTEE ON LABOR STANDARDS, 
Washington, D. 0. 

GENTLEMEN: As representatives of the pulpwood industry we should like to 
make plain our feeling regarding the present Fair Labor Standards Act. 

We should like very much to see the present 12-man exemption retained, as 
well as the seasonal exemption. To do otherwise will work a definite hardship 
on the small pulpwood producer. In fact we believe the change will force 
members of them out of business. 

We would like to see the term “employee” defined as it is in the present Social 
Security Act. 

J. M. TousMAN, 
814 Azalea, Monroe, La. 


CHAIRMAN, House SUBCOMMITTEE ON LABOR STANDARDS. 

Mr. CHAIRMAN: I am a pulpwood dealer residing in Campti, La. I am in 
favor of retaining the 12-man exemption as now contained in the present act. 
In my opinion the elimination of this 12-man exemption would work an undue 
hardship upon the small pulpwood producer, and in many cases force these 
small producers out of business due to the extra cost and time involved in keep- 
ing these additional records. 

Many of these small producers have had very little formal education and would 
be forced to bear the expense of hiring additional assistance for this detailed 
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recordkeeping. This, plus the cost of additional supervision, would make his 
operation practically nonprofitable. 

Also, many small farmers supplement their yearly income by s@isonal cutting 
of pulpwood on their own lands and on a contract basis on other lands in their 
area. This work is seasonal due to the fact that it is undertaken during the 
time when their crops are laid by or during the off season when they are not 
engaged in farming. This seasonal and small-business-type operation was recog- 
nized by Congress in making these exemptions, and to take them away would de- 
prive these individuals of the opportunity to supplement their incomes they now 
enjoy. 

I respectfully ask this committee to recommend continuation of the 12-man 
exemption in the Fair Labor Standards Act and to provide a clearer, more 
workable definition of an “employee” in this act, such as the definition used in 
the Social Security and National Labor Relations Acts as proposed to this com- 
mittee in H. R. 6140 by Congressman Gwinn. 

Respectfully, 
PAUL SHAW. 


FALLIN & SAVAGE TIMBER Co., INC., 
Ruston, La., May 4, 1957. 
House SUBCOMMITTEE ON FArR LABOR STANDARDS. 

DEAR Sirs: We appeal to you to protect the farmer, small landowner, and 
small employer by retaining the 12-man exemption for forestry in the Fair 
Labor Standards Act. 

The majority of all the wood produced for paper and lumber comes from the 
farmer and small employer. The small employer would be unable to continue to 
operate if they were forced to comply with a more strict labor standard. Over 
80 percent of the small employers could not keep the required reeords. 

If we do not have the small employer the farmers and small landowners will 
be impaired. Therefore, we request that you retain the 12-man exemption for 
forestry and logging in the Fair Labor Standards Act. 

We are, 

Yours very truly, 
FALLIN & SAVAGE TIMBER Co., INC., 
WALTER J. SAVAGE, Jr. 





HOouSE OF REPRESENTATIVES, SUBCOMMITTEE ON FAIR LABOR STANDARDS, 
Washington, D. C. 


YENTLEMEN: As representatives of the pulpwood industry, we should like 
to make plain our feeling regarding the present Fair Labor Standards Act. 

We should like very much to see the present 12-man exemption retained, 
as well as the seasonal exemption. To do otherwise will work a definite hard- 
ship on the small pulpwood producer. In fact, we believe the change will force 
numbers of them out of business. 

We would like to see the term “employee” defined as it is in the present 
Social Security Act. 

J. W. McCain, Winnsboro, La. 


O. E. MONTGOMERY, 
TIMBER CONTRACTOR, 
Bastrop, La., May 3, 1957. 
HouskE SUBCOMMITTEE ON FAIR LABOR STANDARDS, 
Washington, D.C. 

GENTLEMEN: AS a pulpwood producer I would like to give my opinion on the 
present Fair Labor Standards Act. 

There are two major points I would like to see straightened out. One is to 
give due consideration in keeping the present 12-man exemption. And the other 
is to get a clear definition for the term “employee.” 

Very truly yours, 
O. E. MonTGOMERY. 





OAKDALE, LA., May 6, 1957. 
House SUBCOMMITTEE ON Farr LABOR STANDARDS, 


New Orleans, La. 


Dear Sirs: Let me beg you not to pass House bill 4575, since this law would 
put me out of business. 


89327—57—pt. 169 
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I own a small farm and grow a few vegetable on it. I cannot make a living 
for me and my family on this farm, so I drive a school bus part time and I 
also haul pulpwood part of the time to a local pulpwood yard. 

I would not be able to keep all of the records and reports due to my educa- 
tion and I do not make enough money to hire this done. 

We would appreciate it very much if you gentlemen would let us stay in 
business. 

Yours truly, 
JOSEPH GRADNEY. 


STATEMENT OF WILLIAM LINTON 


Mr. Chairman, my name is William Linton and I live out of Scottsville, Ark. 
I am a small, part-time pulpwood producer, who owns and operates his own truck 
and chain saw. My father, who has a pretty bad hernia, helps me, and some- 
times we hire a neighbor to help us. Most of the wood I cut comes off of my 
farm or my neighbor’s farm. I deliver this wood to Russellville, Ark., and am 
paid for each load. I don’t know much about the minimum wage law, but do 
know that we are excused from it and feel we should be for the following reasons: 

First. As I have said before, my father has a bad hernia and is restricted in 
his activities. Some days he can put in a good day’s work and others he isn’t 
much good. I don’t think he could hold down a job anywhere else under these 
conditions and yet he is a lot of help to me, but if I was required to pay him a 
dollar an hour for all the hours he was around, then I couldn’t afford to work 
him and he would be out of a job and couldn’t get one. 

Second. As I have said, I am a part-time pulpwood operator. I also do some 
farming and look after my mother-in-law’s place. Some days I may work in the 
field and that afternoon I may haul a load of pulpwood to town for a neighbor. 
It would be impossible for me to keep accurate time books as to when I was 
doing some farmwork and when I was working on the pulpwood. 

Third. As you men know, there isn’t much money to be made in the pulpwood 
business, and I sure couldn’t hire anyone to keep a bunch of books and records, 
which would be necessary if we were forced to be placed under the minimum 
wage law. 

It is my idea that if we were made to operate under the minimum wage law 
that the only thing someone like me could do is to quit the pulpwood business 
and look somewhere else for that needed work. This would also cut out my 
dad’s income, the neighbor I hired, and the money the folks are getting for the 
pulpwood cut off their farm. It is hard enough for me and these people to get 
along now, so I hope you will leave the 12-man exemption law as it is. 


JENA, La. 


DEAR Mr. KELLY: I am a small pulpwood producer in La Salle Parish, La. 
I have one pulpwood truck that I am paying on. I hire anywhere from 2 to 6 
men, depending on how much wood I have to get out for sale. If this Fair Labor 
Standards Act is changed and I lose the 12-man exemption I'll have to go 
out of business. 

They also tell me if this act is changed it will bring on more recordkeeping, 
more than I know how to do. There are some other things about this that I 
don’t understand. All I ask you to do is please be careful about messing up 
the laws so that little fellows like me will not have to go out of business. 

Yours truly, 
M. C. DaAvIpson. 


STATEMENT OF A. V. HoLLOWAY 


Mr. Chairman, I am A. V. Holloway, a pulpwood producer, who lives in Ola, 
Ark., with my wife and four kids. I got me 3 trucks and 2 chain saws that I am 
making payments on. I work about 8 men. I pay them by the cord. I get paid 
by the cord. When the weather holds out, them men make good wages, the 
fact is they make more money than me when it is real dry. I pay them by the 
cord cause I can’t tell when they are working and when they ain’t, beings they 
are spread all over the woods. One of them cutters may have had a bad night and 
he will sleep all day in the woods, I can’t pay him for sleeping and I can’t check 
on him every minute to see if he is working, so I pay him by the cord, so he gets 
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paid for what he does. I, also, have a couple of men who can’t work much but 
can get out piddling around and make their grocery money. If I had to pay them 
men a dollar a hour, I couldn’t work them at all. ; 

If I was told I had to keep a pack of records on all the hours and time spent, 
I couldn't do nothing else and what little money I do make would be gone. 
No, sir, gentlemen, if you make us keep a pile of records and have to pay them 
fellows by the hour, I would just have to quit working on the pulpwood and get 
me another job. I don’t think it is fair to me or all them men because jobs is 
hard enough to get now. I guess though if you do change the law and make us 
go under the minimum wage that there would be lots of jobs working for the 
Government running up and down these hills trying to find out who is working, 
at what time, and who ain’t. I sure would be proud if you could see fit to leave 
the law like it is. 


Ruston, La., May 7, 1957. 
House SUBCOMMITTEE, 
Washington, D.C. 

GENTLEMEN : It has come to my company’s attention, that your committee will 
soon hold hearings on changes in the Fair Labor Standards Act as they apply to 
forest industry with particular reference to the 12-man exemption and seasonal 
exemption. 

The reasons why any changes in these exemptions will seriously affect our 
forest industry in the South are numerous. Any changes will not only be 
a detriment but found to be impractical and unworkable. A careful study of 
the small producers of forest products in the South will reveal that, by and 
large, they do not have the educational qualification to comply with the law 
eoncerning the keeping of records. The matter of minimum wages is not an 
issue. Because of the competition for labor all producers are required to pay 
minimum wages. 

Any change contemplated with regard to those two exemptions will affect the 
small producers of forest products and the small-businessman. 

The agricultural revolution which has taken place in the South over the last 
25 years has multiplied the numbers of so-called small woodland producers many- 
fold. That this group is playing a major role in the overall products picture 
cannot be denied. Therefore, any legislation affecting the small woodland pro- 
ducer will not only work adversely insofar as such producers are concerned but 
will work adversely on the industry as a whole. 

I therefore strongly recommend to this committee that any changes with re- 
gard to the 12-man exemption and seasonal exemption be denied. 

Very truly yours, 
T. L. James & Co., INc., 
H. D. BURKHALTER. 


STATEMENT OF KENNETH G. Moore, PULPWoop DEALER, WOoopvVILLE, TEx. 


In connection with the hearing on the proposed amendments to the FLSA to 
take place in New Orleans, La., May 13, 14, 15, and 16. I would like to recom- 
mend that the definition of “employee” be kept as it is now defined under the 
present social-security law. 

I feel that the 12-man exemption should not be eliminated because the ma- 
jority of pulpwood producers work less than 12 men. Most of our pulpwood 
laborers in east Texas have very little education and many are illiterate. These 
men have no other trade and there is no other work available in this area. 
Furthermore, these people are not capable of keeping the records which would 
be required if the 12-man exemption were eliminated. 

I further feel that the seasonal exemption as now contained in the present act 
should be retained inasmuch as the elimination of this act would work a great 
hardship on the economy of east Texas and would have a far-reaching effect on 
the economy of the Nation. The majority of people in this part of the country 
make their living in timber work or farming and a substantial portion combine 
the two in that many of the small farmers in this area supplement their farm 
income by cutting and hauling pulpwood on their own land after the crops are 
laid by. It would indeed be a tragedy to many if these small pulpwood pro- 
ducers were deprived of this opportunity to supplement their incomes. 
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! JONESBORO, La., May 2, 1957. 
CHAIRMAN, House SUBCOMMITTEE ON LABOR STANDARDS, 


Room 430, House Office Building, 
Washington, D. C. 

Deak Siz: I am greatly concerned with recent discussions relative to Congress 
doing away with the 12-man exemption part of the Fair Labor Standards Act 
because of how injurious this action would be to small-tree farmers and pulp- 
wood operators like myself. In this part of the Pine Tree Belt there are thou- 
sands of people who gain their livelihood from working independently in the 
woods cutting and hauling logs, pulpwood, crossties, poles, and other forest 
products. 

To my knowledge, these people are already making more than the minimum 
wage and in most cases they earn by far more than the $1 per hour. Presently 
they have the freedom of going to work at what time they choose or on what 
day they desire. Many of them may cut logs 2 days and farm 3 or 4 days 
during the week. A school bus driver may supplement his pay by cutting a 
truckload of wood after he delivers the children to school. 

In all such cases the man does his work without supervision because he is 
cutting wood or logs either by the cord or load, or thousand board-feet, as the 
case may be. Those who do the hauling are also on a piece basis. This seems 
fair because the man gets paid for the work he does and makes good wages 
doing it. 

Further, this type employment is different from work in a factory or any 
establishment not affected by weather, seasonal work, markets, ete. These 
workers are scattered over large areas in the woods with irregular hours. It 
is humanly impossible to keep an accurate record of the hours this man works 
while he is in the wooded area, because the crew of 3 or 4 men do not always 
work together. 

Most forest products in this part of the country are cut and hauled by a 
small-business man who employs 2 to 5 men to help him with his small opera- 
tion. He, the employer, owns his truck, power saws, mules, or other needed 
equipment. He is not a bookkeeper and does not do a volume of business that 
would justify hiring a bookkeeper, however, he does pay social security and 
workman’s compensation on his crew. 

If a tree farmer desires to sell only a small amount of timber the small 
operator described above will be glad to cut and haul his few loads of timber 
whereas if the 12-man exemption clause was eliminated a larger crew could 
not afford to operate on such a small scale. Therefore not only would the 
small operator suffer because of this action but the small woodlot owner might 
as well stop growing trees. 

Our economy in this area is closely knitted to the small timber producer who 
operates only one truck valued at $15,000 to the community economy. It is my 
humble opinion that this man’s side of the story is not being heard and it is 
for this reason that I am appealing to you. I tell you quite honestly and frankly 
that the problems of producing pulpwood and logs from our forests, both large 
and small, are extremely different from those problems in factories and mines. 

If Congress eliminates the 12-man exemption for forest products and imposes 
a “factory” law upon us in the wood-using industry you can expect to not only 
cripple the industry but will do away with the small-business man who is 
eutting and hauling the timber and also the small landowner who is growing 
the trees. I feel confident that it is not the intention of your committee to 
recommend this type action. 

I am not employed by any company but operate independently growing trees 
and buying selling pulpwood and log timber to the various mills. Because of 
being’ a small operator myself and working daily with the smaller producers 
and woodlot owners I fervently believe I have given you a true picture of what 
we think about the necessity of retaining the 12-man exemption law. In our 
opinion it should be retained with an amendment which would clarify the 
definition of “employee” as found in the FLSA as to how it pertains to pulp- 
wood and logwork. This would firmly establish pulpwood and logworkers as 
employees of producers and producers as independent contractors or sellers as 
the case may be. 

In summary, we are opposed to eliminating the 12-man exemption rule 
because of the following reasons: 

1. It would destroy independence of small operator or force him out of busi- 
ness because of impossibility of complying with act. 

2. Would bring about fewer operators with larger crews. 
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The small timber owner could not get his timber harvested. 
Crews working in the woods cannot be supervised as in factory. 
Woodsworkers are already making minimum wages or more. 
Seasonal work for natives would be eliminated. 
Excessive recordkeeping would be imposed on employer. 
The economy of this locality would be injured. 
I shall be grateful to you for any consideration given this appeal for help 
in this important matter. 
Respectfully, 


20 US oe go 


L. C. EwIne. 


OLLA, LAa., May 6, 1957. 

Dear Sirs: If we lose the 12-man exemption, it will force many small pulp- 
wood jobs out of business. 

Due to the fact the smaller the job, the harder to get top labor; as they will 
go to the larger jobs. 

Therefore, the small job will have to use older and physically handicapped 
labor. But these men can work on these smaller jobs. Whereas if they close 
down there will be no work for them. Due to their age and other factors, they 
cannot get on company jobs. 

I believe if we lose the 12-man exemption it will put many thousands of older 
and partly handicapped labor out of work. 


Yours truly, 
C. L. McDouGALp. 


HamsuraG, ArRK., May 3, 1957. 


House SUBCOMMITTEE ON LABOR STANDARDS, 
Washington, D. C. 

GENTLEMEN: If the present 12-man exemption is changed in the Fair Labor 
Standards Act, it will certainly work a hardship on me as a small operator. 

The way our present law reads, I can’t figure out whether I am an employee or 
an employee. As a matter of fact, if the 12-man exemption is dropped I'll prob- 
ably be unemployed. 

Very truly yours, 
W. E. PERDUE. 


Eupora, ArK., May 8, 1957. 
Housr SUBCOMMITTEE ON LABOR STANDARDS, 
Washington, D.C. 


GENTLEMEN: I would like to go on record as saying that I am heartily in favor 
of keeping the 12-man exemption and seasonal exemption for forestry and logging. 
A clear definition of “employee” is greatly needed in the present Fair Labor 
Standards Act. 
Very truly yours, 
CaRL ALBRIGHT. 


LAKE CHARLES, LA., May 8, 1957. 
House LABOR SUBCOMMITTEE, 
New Orleans, La. 

Mr. CHAIRMAN: I understand that you are conducting a House subcommittee 
hearing in New Orleans May 13 to 16 on matters pertaining to possible changes 
in the Fair Labor Standards Act. 

I conduct a buying and selling pulpwood business in south Louisiana. TI nor- 
mally buy pulpwood from 8 to 10 independent pulpwood producers. These peo- 
ple are presently small-business men in their own right and are limited only 
by their individual capabilities. If the common-law definition of “employee” is 
not used in the Fair Labor Standards Act these men will be subjected to dominant 
authority, and in turn their status would become that of an employee rather 
than an employer. 

In almost every case the above-mentioned producer’s education is severely 
limited. Should the 12-man exemption be removed from the law, most of these 
people would be hopelessly ensnarled in excessive record and bookkeeping and 
other time-consuming duties. 

In your study of the facts, it will be greatly appreciated if you will strongly 
urge retaining the present 12-man exemption in the law and to sponsor legislation 
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which will better clarify the definition of ‘‘“employee,’ based on the common-law 
concept or the present social-security law. 
Very truly yours, 
Mrs. RutH L&E GABBERT, 
By W. L. GABBERT. 


STATEMENT OF RANDLE J. DEDEAUX, SMALL LANDOWNER AND TIMBER DEALER, 
PERKINSTON, MISs. 


Mr. Chairman, my name is Randle J. Dedeaux. My home is Perkinston, Miss, 
I am a small landowner, forest farmer, timber producer, and dealer. As one of 
3,600 owners and operators affiliated with the Forest Farmers Association, which 
covers 15 Southern States, I find my situation and problems are similar to those 
of other small owners and operators over the entire South, from Virginia to 
Texas. 

We small owners and operators, like myself, are all tremendously interested 
in the various amendments proposed to the Fair Labor Standards Act. We— 
forest farmers and small timber operators-—are all especially concerned about 
the proposed amendments to the Fair Labor Standards Act, since it seems that 
most, if not all, the proposed amendments would hurt the small owner and 
operator more than anyone else. This, in itself—discouraging small-business 
men as a group-——seems diametrically opposed to our American way of thinking, 
but before I have concluded I believe that you will agree with me. 

Let us consider for a moment the 12-man exemption as it affects small woods 
operators. The exemption is of great help to small operators like myself, who 
are forced to do all of their office work themselves. I cannot afford to hire a 
bookkeeper, and my office setup is limited at best. Even as it stands now, a good 
many of my nights and weekends are taken up with keeping necessary records, 
reports, etc. It is extremely difficult, at best, to keep accurate and honest records 
on woods operations where a man may be completely away from your actual 
supervision for several days at a time. 

Removal of this 12-man exemption would merely add to the many problems 
already faced by the small timberland producer and operator such as myself. 

I am a small-business man, or else I would not be here today. By the law 
itself our partial exemption from the FLS Act is based on our having no more 
than 12 employees. I am faced with the prospect of increased recordkeeping 
which would increase my headaches in a business which lends itself, poorly if 
at all, to precise recordkeeping of time worked. 

Our second growth southern forests are such that it is seldom possible to use 
large logging crews under the supervision of individua! foremen to harvest the 
timber. Usually we have isolated individuals and small crews working without 
immediate close supervision. To attempt to put such scattered individuals and 
small crews on a factory-type, clock-punching basis is well-nigh unworkable. 
To require small operators like myself to assume additional recordkeeping prob- 
lems by eliminating the 12-man exemption, would create undue, if not impossible, 
hardships on us small producers, and would likely force many of us small pro- 
ducers out of business. 

You may have noticed that I have not mentioned the $1 per hour minimum 
wage which the law would require the small operator to pay if the 12-man 
exemption were removed. Actually, competition has already taken care of this 
matter. In my area, if you want good men you have to pay at least that much. 

It might be well at this point to mention that the harvesting and processing 
of timber has much in common with the raising of other agricultural crops. 
Actually, timber is an agricultural crop and we forest farmers consider it as 
such. The areas where these crops are grown are called tree farms. Row-crop 
farmers are exempted from the provisions of the Fair Labor Standards Act, and 
we feel small forest farmers and operators should likewise be exempted. 

Work in the woods, like on row-crop farms, at best, is uncertain, depending on 
rain, cold, floods, etc. Timber cannot be harvested every day in the year, and 
timber harvesting crews may not operate at all for a week or more at a time. 
Because of these and other uncertainties of nature, woods operators may be idle 
or need to work unusually long hours, much as row-crop farmers, in order to 
meet the situation. I hope the committee will consider these facts in its delib- 
erations and recommend retention of the 12-man exemption. 

There is one other ‘tem I would like to mention which would help all timber 
producers and dealers. That is clarification of the term “employee.” Under 
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the Fair Labor Standards Act, it is construed to mean one thing, while under 
the Social Security Act and the National Labor Relations Act it has a different 
meaning. 

Such a situation only leads to confusion and difficulty in complying with 
various Federal laws. I believe the definition as stated under the Social Secu- 
rity Act and as used by the National Labor Relations Act is a clear and adequate 
one. I urge that the committee recommend the common law definition of 
“employee” for use in the Fair Labor Standards Act. 

In closing, I would like to emphasize that we small-business men need all the 
preaks we can get just to stay in business. Our competitive position is rela- 
tively weak, at best, and an alarming number of small businesses have failed in 
recent years. On the other hand, I believe small business is an extremely im- 
portant segment of the American economy, and I hope we are worthy of your 
consideration. 

I appreciate this opportunity to appear before the committee and your courtesy 
in hearing me is appreciated. 


STATEMENT SUBMITTED BY GEORGE H. CLIPPERT, SOUTHERN PULPWoOOD Co., INC., 
CAMDEN, ARK. 


My name is George H. Clippert and I live in Camden, Ark. I am president of 
Southern Pulpwood Co., Inc., a small corporation, which buys pulpwood at 
Camden, El Dorado, and McNeil, Ark., which is sold to three paper mills located 
in Arkansas and Louisiana. I speak for our company and for almost 100 pulp- 
wood contractors, independent small-business men, from whom we purchase 
pulpwood when they feel that our price is “right” and they couldn’t do better 
selling to one of our competitors. 

As a member of the board of directors of the Arkansas Wood Products Asso- 
ciation, a group of Arkansas businessmen who obtain the raw material for their 
businesses from the forests of Arkansas, I speak for many of our members who 
are also concerned with attempts in Congress to eliminate the 12-man exemption 
in the Fair Labor Standards Act. 

Most of the pulpwood bought by our company comes from an area of about 
3,500 square miles in the neighborhood of the above-mentioned towns in south 
Arkansas. Because of the widely scattered nature of pulpwood operations in 
our part of the country, the timber is cut into pulpwood and delivered to the 
shipping point by independent contractors who hire and fire their own cutters, 
and haulers and control their production operation until the wood is delivered 
to the loading point. Realizing the nature of these timber operations, the Con- 
gress wisely provided for the 12-man exemption, with which you are all familiar, 
in the Fair Labor Standards Act. The contractors who sell pulpwood to us have 
been especially thankful for this exemption during the very wet spring that we 
have enjoyed this year. Even though there were weeks when pulpwood trucks 
could not haul a load all week because of the wet weather, these contractors have 
been able to catch up in weeks when the sun shines and the woods and roads 
are dry enough for hauling. But catching up when the sun shines means work- 
ing long hours—long hours that would mean prohibitive overtime payments 
were it not for the 12-man exemption. Even if it were economically possible for 
our company to employ, keep records, and supervise 100 cutting crews in 100 
different locations in 3,500 square miles, we could not afford the payment of 
overtime after 40 hours and the extra hours of sunshine would be wasted. The 
cutters and haulers would not only lose the time when they were unable to work 
because of bad weather, but they would lose many hours when they could be 
working in good weather. 

There are four men in managerial jobs in our company who have previously 
been full time, independent pulpwood contractors. All of them continue to 
operate their pulpwood jobs in addition to their employment with Southern Pulp- 
wood Co.—and I understand that there are many similar situations throughout 
the pulpwood industry. To handle both jobs, a man must be blessed with an 
abundance of initiative and the desire to better himself and get ahead. As an 
example I point to Mr. R. L. Wylie who is present at these hearings. He is the 
manager of the Southern Pulpwood Co. mechanized woodyard at El Dorado, Ark., 
which he operates from 8 a. m. to 6. p. m. with an hour off for lunch. He also 
operates his own pulpwood job by getting up at daybreak and going to the woods 
with his cutting crew. He starts them on their day’s work and frequently cuts 
or helps them load wood until he leaves for El Dorado to open the yard at 8 a. m. 
If his job is close enough to town, he will often go check on it during his lunch 
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hour. In the summer months especially, he will go back to the woods after he 
closes the yard and will cut by himself or help one of his men cut a load of wood to 
be hauled the following morning. Mr. Wylie, and the 3 other men in our company 
who operate jobs similar to his, realize that they would be denied this privilege of 
getting ahead if the 12-man exemption was abolished, or if some administrator, 
because of the unclear definition of an “employer” in the Fair Labor Standards 
Act, should rule that these men are also employees of our company when they are 
running their woods jobs. Though some might think these working hours are 
excessive, I believe any one of these men would tell you that they like to work 
with timber, away from the confines of a factory wall, and we are proud to have 
men like them who are happy in their work. 

By providing a ready cash market for the pulpwood crop growing near our 
woodyards, our company is very much like a cotton-gin operator who provides a 
cash market for cotton in a cotton growing area. The tree farmer, like the cotton 
farmer is growing his crop for a profit. He can harvest his crop by himself or he 
can pay someone to do it for him. He is free to sell his timber at the woodyard 
when he feels that he is profiting the most. The cotton farmer will deal with the 
gin that will give him the best deal. 

As a landowner of some mighty pretty pine trees of which I am mighty proud, 
I want to maintain the right to grow and harvest those trees in the manner I 
think best. If I want to take my boy on a Saturday afternoon and selectively 
mark some trees that we can cut into pulpwood together, I don’t want some admin- 
istrator telling me that I have already worked so many hours that week and I 
can’t work any longer unless I receive a different price for my labor. Americans, 
and more especially perhaps the rural Americans who are less accustomed to the 
regimentation of the urban areas, want the right to enjoy their freedom without 
unnecessary interference from a Government administrator trying to administer 
an unworkable law. 

To preserve the freedoms that we who work with timber enjoy, I respectfully 
ask this committee to recommend continuation of the 12-man exemption in the 
Fair Labor Standards Act and to provide a clearer, more workable definition of 
an “employee” in this act such as the definition used in the Social Security and 
National Labor Relations Acts as proposed to this committee in H. R. 6140 by 
Congressman Gwinn. 


L. L. BREwTon LUMBER Co. 
Winnfield, La., May 6, 1957. 
Mr. Recis KELLeEy, 
House Subcommittee on Labor Standards, 
House Office Building, Washington, D. C. 

Dear Sie: As a small sawmill and pulpwood producer and an independent 
businessman in Winn Parish, La., I am vitally interested in legislation on the 
Fair Labor Standards Act, now being considered by the Labor Committee of 
the House and Senate. 

It is extremely important to me in my small business to see Congress retain 
the 12-man provision for woods work under the Fair Labor Standards Act and 
the act include a definition for an employer as defined and as provided for 
under the Social Security Act. 

Your truly, 
L. L. BREWTON. 


Mr. Hussey. Mr. Chairman, the next witness is from the Louisi- 
ana Labor Council, Mr. Victor Bussie. 


STATEMENT OF VICTOR BUSSIE, PRESIDENT, LOUISIANA STATE 
LABOR COUNCIL, AFL-CIO 


Mr. Bussre. Mr. Chairman and members of the committee, before 
I proceed with my testimony, I would like to ask each person who is 
with me to stand and identify themselves. 

Mr. Mast. Natale Masi, International Representative, Amalgamated 
Meat Cutters and Butcher Workmen, AFL-CIO. 

Mr. Sropparp. A. R. Stoddard, president, Central Trades and Labor 
Councils of New Orleans, member of the typographical union. 
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Mr. Moopy. O. W. Moody, Jr., Seafarers International Union of 
North America, Atlantic and Gulf District, AFL-CIO, 523 Bien- 
ville Street, New Orleans, La. 

Mr. Barxer. Paul Barker, attorney, 709 Carondeles Building. 

Mr. Krtiry. You are here to keep these gentlemen straight ? 

Mr. Barker. That is pretty hard at times. 

Mr. Kewtey. It might help us, too. 

Mr. Werner. George V. Werner, Local 3410 of the Communica- 
tions Workers of America, AFL-CIO. I am the local president. 

Mr. L’Hoste. L. A. L’Hoste, national representative, AFL-CIO. 

Mr. WiuuiaMs. E. H. Williams, regional director, AFL-CIO, re- 
gion No. 7, Louisiana-Mississippi. $c 

Mr. Miitier. Edward Miller, representing the Louisiana State 
Building and Construction Trades Council, AFL-CIO. 

Mr. Busstr. And I am Victor Bussie, president of the Louisiana 
State Labor Council, AFL-CIO. 

Mr. Chairman and members of the Subcommittee on Labor Stand- 
ards, may I express the appreciation of the Louisiana State Labor 
Council, AFL-CIO, for the opportunity to testify before this honor- 
able body concerning proposed amendments to the Fair Labor Stand- 
ards Act. The members of organized labor of Louisiana are indeed 
grateful to you for this privilege to submit, for your consideration, 
our views as well as certain facts that we have been able to assemble 
within the short period of time since we received your notice that 
we were to be granted the opportunity to appear. 

I am appearing here as a representative of organized labor in the 
State of Louisiana in the interest and the welfare of the citizens and 
communities in Louisiana. 

As you gentlemen know, with a few exceptions, the rate of pay 
earned by organized labor is well above the $1 minimum and seldom 
do they work more than 40 hours a week without receiving proper 
overtime payments and, of course, in addition receive numerous bene- 
fits such as holidays, vacations, hospitalization for themselves and 
their families, sick pay, call-in time, and even pensions and supple- 
mental unemployment benefits in numerous instances. Some of these 
fringe benefits amount to as much as 23 percent in value of the em- 
ployee’s pay. 

We believe that the extension of the minimum-wage provisions and 
the maximum-hours provision by the Morse-Kelley bill to the vast 
millions of workers now not included, either because of commerce 
definitions in the present statute or because of special exemptions, will 
be of tremendous economic benefit to our communities in the South. 
The expansion and location of numerous new industries in the South 
has brought a tremendous economic growth and has improved the 
conditions of thousands of our southern workers. However, these 
improvements have not been extended and are not being enjoyed by 
our workers in other industries because they do not have either the 
protection of the Fair Labor Standards Act or of the National Labor 
Relations Act. I refer particularly to the employees engaged in ag- 
riculture, in retail and service establishments, in the logging and pulp- 
wood industry, the lanndry and dry cleaning business, hotels and 
restaurants, new construction, small telephone exchanges, and in our 
marine transportation and handling of our vast seafood resources. 
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Since I understand the committee will hear from representatives 
of the agricultural workers’ union, the retail clerks’ union, and the 
meatcutters’ union, we will not touch upon these industries. The re- 
maining industries eer thousands of Louisiana citizens and gen- 
erally their w ages are far below the $1 minimum and their hours far 
exceed the 40-hour maximum without payment of overtime. 

Since it is also generally true that the National Labor Relations 
Board under the jurisdictional standards that it has set for itself will 
not entertain jurisdiction to protect the rights of these employees to 
join labor organizations, they have no protection that enables them 
to join labor organizations or to require the employer to bargain with 
them to improve their economic condition. 

Thus the Labor Board will not take jurisdiction over small con- 
tractors in the logging and pulpwood industries; the linen service, 
laundry and dry cleaning, unless they are unusually large; over hotels 
and restaurants and generally not over new construction or residential 
construction. 

The Board, of course, has no jurisdiction over agricultural work- 
ers and will seldom exercise jurisdiction in the retail field unless the 
store, even including chain stores, is extremely large. 

In addition since most of these employees are relatively unskilled, 
any effort on their part to protect their conditions by t: iking concerted 
activity or by striking or making demands of their employers usually 
results in them being easily replac ed. 

In much of the industry not presently covered, such as logging 
and pulpwood harvesting, laundry, dry cleaning, marine transporta- 
tion, ont the processing of agricultural products and seafood products, 
the work is not only extre »mely laborious but often under unpleasant 
and frequently dangerous conditions. 

For the information of the committee we are listing below some of 
the various industries that we have mentioned and will present some 
examples of how the present law has failed to protect the workers 
of our State. 

LAUNDRY AND DRY CLEANING 


The linen-supply and commercial-laundry and dry-cleaning establishments to 
whom the proposed bill would extend coverage offers employment principally to 
women and is an important segment of our State service industry. While the 
linen services, as a rule, pay a little bit more, the commercial-laundry average 
will run somewhere between 55 cents and 60 cents and hour, generally without 
overtime payments beyond 40 hours. The State law provides no protection ex- 
cept to limit the hours worked to 8 hours by females. Many of the employees 
in this industry are widows or divorced mothers trying to support their children 
on as little or $24 or $25 a week. In this area, frequently, the hotels operate 
their own laundry service. Their rates average around 45 cents an hour, even 
lower than the commercial laundries. Again there seems to be no logical reason 
why they should be excluded from the protection of the act when others doing 
similar work in other industries enjoy its protection. 

The labor force in the laundry and dry cleaning industry in Louisiana will 
average approximately 9,000 employees. The average monthly salary, including 
all executives, office employees, as well as those who actually work in the plant, 
is $151 per month. This means, of course, that the average worker will seldom 
receive more than $100 per month. 


SEAFOOD PROCESSING AND FREEZING AND PACKETING AND INLAND 
WATERWAY EMPLOYMENT 


The processing of seafood which gives employment to several 
thousand Louisiana citizens is largely seasonal and fluctuates greatly. 
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Most employees in this industry are on a piecework basis and as the 
committee knows, unless the processing also includes canning, are not 
covered either by the minimum-wage or overtime provision. The 
piecework rate generally is 40 to 50 cents per gallon bucket and in 
some instances 15 cents per quart can. In some plants these quarts 
are measured by the shells rather than by the meat. It is difficult 
for an employee to make the $1 minimum wage and, of course, there 
is no limit as to their hours. Frequently the employees report to work 
and have to wait around for 3 to 4 hours since there is no produce on 
which to work. They, of course, receive no pay for this waiting time. 

Since this is a large and flexible industry and its nature has changed 
greatly since the exemption was originally included, especially since 
the development of the freezing process, the original reason for the 
exemption has been dissipated. The proposed amendments, of course, 
still do not apply to the catching and taking of seafood. Many of 
our inland seamen are paid an average of $200 per month for 20 days 
of work during the month. In other words they work 20 days on 
and 10 days off. Since they are on call at all times, while on board 
they will average 12 hours or better a day, making their actual hourly 
earning substantially less than the $1 minimum. 


HOTELS AND RESTAURANTS 


In the hotel and restaurant field a large segment of our working 
force including men and women are employed. The conditions here 
are particularly deplorable since oftentimes the employees rendering 
the service must depend upon tips and the favor of the public to make 
an adequate living. 

In one large restaurant chain in this area, the colored employees 
working in the kitchen receive $17 a week for a 54-hour week and must 
supply their own uniforms. Colored waitresses receive $14 a week for 
a 9-hour day, 6 days a week, and must supply their own uniforms; and, 
while they are furnished a meal, they are not allowed a lunch hour. 
White waitresses receive from $17 to $21 a week for 9 hours a day, 6 
days a week, and must supply their own uniforms. Our surveys indi- 
cate that an average for waitresses, both colored and white, and for 
kitchen help is from $17 to $24 a week. In some places where they 
are paid as much as $25 a week, waitresses are required to remit their 
tips to the management. 

In hotels, even the larger ones and the chains of first-class hotels, 
the maintenance and cleanup employees receive less than $1 an hour 
as a rule, being paid from $30 to $35 a week for a 48-hour week, while 
the maids receive less than $1 an hour, for instance, $20 a week for 
a 10-hour day, 6 days a week. Bellboys, of course, are paid much 
less than $1 an hour and are required to depend upon their tips. 
Even some of the clerks and managers, while actually receiving either 
$1 an hour or close to it, do not receive any overtime after 40 hours, 
making the net rate actually less than $1 an hour. Thus many of them 
ure paid $50 a week for a 48-hour week. 

The average number of employees in Louisiana is approximately 
32,000 and the average monthly salary is $126. In order to arrive 
at the average monthly salary, the earnings of all employees, includ- 
ing managers, office employees, et cetera, were included. 
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LOGGING AND PULPWOOD INDUSTRY 


Since the present act exempts those contractors who employ less 
than 12 people, most of our logging and pulp harvesting is done by 
independent contractors who employ from 3 to 10 or 11 cutters and 
drivers. The hours of these men are generally unlimited. The work 
is hard and frequently dangerous. There has been some recent im- 
provement in pay but we still have instances where they are receiv- 
ing as little as 35 cents an hour and the average, we believe, will fall 
below 75 cents an hour. Since this is a substantial industry in all 
of our Southern States, a vast segment of our labor force is directly 
affected. Extension of the coverage to this class of worker would 
provide more uniform application and enable him to earn the same 
as his brother or his cousin working, frequently under better condi- 
tions, in the sawmill or paper mill. 


TELEPHONE INDUSTRY 


It should be borne in mind that when the Fair Labor Standards 
Act was originally enacted in 1938, telephone operators were not ex- 
empt from the act. In 1939 the act was amended to exempt telephone 
operators working in exchanges of less than 500 stations. In 1949 
the act was again amended exempting telephone operators «working 
in exchanges having less than 750 stations. 

Telephone workers are concerned with the proposed amendments 
to the Fair Labor Standards Act because it would mean extending 
the coverage to approximately 22,000 telephone operators throughout 
the country who are not presently covered. In the telephone industry, 
approximately 2 out of every 5 employees are employed as telephone 
switchboard operators. 

In the 9 Southeastern States covered by the Southern Bell Tele- 
phone & Telegraph Co. there are approximately 600 exchanges em- 
ploying switchboard operators. In 65 of these exchanges, operators 
are paid a starting rate, barely over the minimum wage, specified in 
the Fair Labor Standards Act. In approximately 535 exchanges, 
switchboard operators are paid a starting rate of $1 per hour, which 
is the minimum allowed under the Fair Labor Standards Act. Prior 
to the amendment to the act in 1956 none of the operators in the 600 
exchanges were paid a starting rate as high as $1 per hour. 

In the State of Louisiana there are approximately 744,000 tele- 
phones, of which 713,000 are owned by the Bell System (Southern 
Bell). In this State there are 120 exchanges having less than 750 
stations. 

Of these 120 exchanges approximately one-third are unattended, 
which means that there are no operators employed in these locations. 

Of the remaining two-thirds approximately 10 percent are owned 
by the Bell System, and the switchboard operators working in these 
exchanges are paid at least $1 per hour. 

The balance of the exchanges comprising about 60 percent of the 
exchanges in the State of Louisiana having less than 750 stations are 
owned by the independent companies. In most of these independent 
companies the operators are paid less, considerably less, than $1 per 
hour, and are worked many hours beyond 40 hours per week without 
benefit of overtime or additional compensation. Since most of the 
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independent companies’ employees are not represented by the unions 
in the State we have no way of knowing just what they are paid. 

However, in an effort to illustrate the kind of treatment received by 
the telephone operators who are exempt from the Fair Labor Stand- 
ards Act we cite two examples. 

A telephone operator working in an exchange in Greenwood, La., 
was paid at a rate of 18 cents an hour, based on an 84-hour workweek, 
for a total of $15 a week. Another example is that of the operators 
working in the town of Keatchie, La., where the average hours worked 
per week per employee was 100, and the pay was $15 per week. Both 
of these exchanges were owned by independent telephone companies 
and these were the prevailing rates until the recent acquisition of 
these exchanges by the Southern Bell Telephone & Telegraph Co. 

These exchanges have since been converted to dial and the operators 
there are no longer employed. In fact, the operators were let out 
without any pension, termination allowance, or any other remunera- 
tion. We believe that the inequities created by the present exemp- 
tions to the Fair Labor Standards Act as pertain to telephone 
operators are grossly unfair and unjust. Of hundreds of differ- 
ent jobs performed in the telephone industry only a small portion 
of stations are singled out to be exempt from the Fair Labor Stand- 
ards Act. All of the other employees in these same exchanges are 
covered by the act. 

We can see nb reason why, in a country as prosperous as the United 
States, there should be any valid reason to exempt any worker from 
the protection of the Fair Labor Standards Act, particularly in the 
telephone industry where rates are governed by the public service 
commissions and telephone companies are permitted to earn a fair 
rate on their investment. For this reason there certainly does not 
seem to be any justification why any segment of the telephone in- 
dustry should be permitted to pay an operator a substandard wage. 

The initial reason put forth for exempting telephone operators in 
the exchanges of less than 750 telephones was, among others, that ex- 
changes having less than 750 stations were generally located in rural 
areas. It was stated that small telephone companies on the whole 
were unable to comply with the financial provisions of this act and 
that the financial provisions of the act threatened to curtail telephone 
service in rural areas. 

We firmly believe that the public does not expect a small group of 
women to subsidize communities to assure them of telephone service ; 
this, these women most certainly do when they are paid substandard 
wages and when this payment is protected by the exemption from the 
Fair Labor Standards Act. In reality these women are subsidizing 
the telephone service of many communities. 

It must be recognized that since the inception of this act the stand- 
ard of living of the inhabitants of small villages and rural sections of 
this country has been raised tremendously. People in these rural 
areas now have automobiles, tractors, electric lights, refrigeration, 
radios, television, and most, if not all, of the modern up-to-date con- 
veniences, as well as thoroughly reliable telephone service. 

Therefore, asuming that the arguments put forth in 1939 on behalf 
of the exemption were valid then, certainly it should be readily seen 
that now those arguments are no longer valid and these exemptions 
should be removed. 
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We believe that the Fair Labor Standards Act was enacted to pro- 
tect individuals employed in industries or businesses engaged in inter- 
state commerce. We believe that it was the intent of the authors of 
this act and the Congress of these United States which made the act 
the law of the land to protect all people employed in interstate com- 
merce. To exempt certain groups of employees regardless of what 
pretense is used is grossly unfair, discriminatory, and certs uinly is not 
in the interest of those exempted or of the country as a whole. 


CONSTRUCTION WORKERS 


_ Generally speaking, new construction is considered as not being 
“engaged in interstate commerce” and therefore not covered under the 
provisions of the Fair Labor Standards Act. The Department of 
Labor has estimated that about 70 percent of the construction workers 
are not covered by the law. 

Usually the exclusion of construction workers from protection of 
the law is minimized with the assertion that the minimum wage of $1 
er hour would not affect many of the construction workers. Since it 
is claimed that only a few workers are affected, then there is no real 
reason for exempting these workers at all insofar as the minimum 
wage is concerned. 

Actually it is not the $1 minimum wage that is so important to these 
workers. It is the 40-hour-week provision that could render the most 
assistance to construction workers. Even in Government construction 
projects, construction workers do not have any protection because 
of the nonapplicability of the Fair Labor Standards Act and a loop- 
hole in the Federal 8-hour law. 

In applying the Fair Labor Standards Act, as presently written, 
to the construction industry, we find many instances of inconsistency, 
such as if the owners of an existing plant should build an addition 
thereto and the plant is engaged in the production of goods for inter- 
state commerce, then the construction workers on the project would 
enjoy the benefits of the law. However, if the plant owner should 
decide to build a new plant in the area, then this new plant would not 
be considered as being constructed under the act until it actually pro- 
duced goods for commerce. 

The United States Navy is presently building a large airfield across 
the Mississippi River from New Orleans and, here on a Federal 
project, the question of application of the Fair Labor Standards Act 
is still undecided. The w ages paid on the project are above the $1 
per hour minimum but only because of the Davis-Bacon Act. Over- 
time pay, at time and one-half, is provided because of provisions of 
the Walsh-Healey Act but it may interest you to know that the con- 
tractor can work his employees 8 hours per day, 7 days per week, or 
a total of 56 hours per week without paying overtime rates and with- 
out violating any existing law. This is actually being done on this 
Federal project, which is financed completely by the Federal Gov- 
ernment. This project, of course, is not the only one where this has 
been done. 

We are sure everyone realizes that everything needed to build an 
addition to an existing plant, which is engaged in the production of 
goods for commerce, is also needed to build a new plant which, at the 
completion of the construction, will be used for the production of 
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goods for commerce. Yet, even though this is true, we find that the 
workers on one project w ill enjoy the benefits of the law, while those 
on the other project will not. Surely, Congress did not intend for 
this to be permitted. The proposed changes in the law will eliminate 
this. 

We feel that we have presented enough examples of the iniquities 
of the present law to justify our support of the changes in the present 
Fair Labor Standards Act as proposed in 8. 1267 “and H. R. 4575. 

We respectfully urge that this legislation receive favorable con- 
sideration from this committee. 

Mr. Ketiey. Mr. Bussie, you said in the course of this that they 
pay as low as 35 cents an hour in the pulpwood field. 

You heard from the industry saying that their average was a dollar 
or maybe over a dollar an hour. Do you have any specific instances 
where that 35 cents applies? 

Mr. Busse. The figures that were given to me were furnished by 
the woodworkers union, in a survey ™made by the members of that 
union. 

The only figures that I have that I can actually quote to you and 
feel sure that they are absolutely correct beyond the shadow of a doubt 
are those furnished by the Division of Employment Security of the 
State of Louisiana, which gives it for industry as a whole, which would 
include the wages paid to any higher-salaried employee as well as the 
person who actually cuts the wood. And they say that in Bogalusa, 
La., the pay is from $12 to $15 per 9-hour day, averaging 35 cents per 
hour. Piece-rate pay is $4 per cord. 

In Monroe, La., most all employees paid on a piece-rate basis receive 
$4 per cord. The average worker can cut 2 cords per day, which is at 
the rate of $1 per hour. 

Of course, that is very contradictory insofar as the testimony given 
by some of the witnesses from the industry side of the picture is 
concerned. 

Mr. Ketiey. You say as little as 35 cents an hour? 

Mr. Busstm. Yes, sir. 

Mr. Ketiey. You can verify that figure, can you ¢ 

Mr. Busstr. No, sir. I can only say that I was given the figure 
by the woodworkers union, who had made a survey in that area. 

Of course, let me say this, Mr. Chairman, if I might. 

The wages as paid here in most cases are paid on a piece-rate basis. 
If the employee, of course, is in the position of cutting 2 or more cords 
of wood per day, then, of course, they can make more than that. But 
if they cannot, then they can make as 1am as 35 cents an hour. And 
that is actually being paid i in some are 

Mr. Roosrvetr. Mr. Chairman, aad you yield at that point? 

Mr. Busste. That included also, Mr. Chairman, the amount of wait- 
ing time the employee was required to wait on the job site. 

Mr. Roosrveir. However, it would be important for the committee, 
for instance, to know the specifics of a case like that. Because if it 
were a case of a handicapped worker or something like that, it would 
not be a fair case to cite as being representative of the problem. 

I think it would be more helpful to the committee if in citing 
instances of this kind we could be very specific about them, where they 
come from, what kind of a worker it was, and so forth. 
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Mr. Bussiz. Could I provide the information to the committee at a 
later time ? 

Mr. Ketiry. I would be very glad if you would. 

Mr. Grirrin. I think in providing that, you should take a look at 
the Labor Department pamphlet that this gentleman referred to, 
which indicate that all but 3 percent paid $1 or more—and indicate 
in what respects that publication is incorrect. 

Mr. Bussiz. Of course, it would be extremely hard for me to deter- 
mine how they made their determination, to start with: because being 
union men, we take into consideration the amount of time that an 
employee must remain on the job site and figure it into the wages lie 
actually receives for the number of hours he works ina day. And, of 
course, the industry does not do that. They actually figure for the 
amount of wood that he produces during that time, the number of 
cords, and they pay him in accordance with that. That would be the 
difference in our thinking and their thinking. 

Mr. Grirrin. We would appreciate knowing how you figure it, in 
giving that information. 

Mr. Ketixy. Mr. Bussie, are any of these employees unionized ? 

Mr. Busste. No, sir. 

Mr. Ketiry. Is there a reason for that 

Mr. Bussm. They are extremely difficult to organize, sir. 

Mr. Ketixy. Because they are so scattered / 

Mr. Busste. Because they are so scattered. 

Our position is in vital disagreement with the position presented 
by the industry members. In the first place, there are thousands of 
acres of timberland in the State under contract or lease basis by ” 

various paper mills in our State. And when I say “thousands,” 
mean exactly that, sir. 

The paper mills do not use their own employees for the purpose of 
cutting the timber, because the “Vy can contract it out che: aper to these 
various independent contrac tors that you saw here today. 

The timber is owned by the paper mills. It is merely cut and de- 
livered by the independent contractors. And consequently we find 
that most of the contractors, as one testified here today, will have no 
more than 11 employees. So actually this exemption is making these 
people 1 remain as small business people, much smaller than they could 
be if the exemption were either done aw: Ly W ith or raised to a greater 
number of employees. When he reaches the total of 11, he cannot ex- 
pand any further, regardless. Because if he does, he comes under 
this act. And consequently you find that practically every one of 
these crews consist of 11 people, even though the timber is owned 
by the paper mills that they actually cut it for. 

Mr. Kerry. Tell me something about the living conditions of peo- 
ple that work at producing this timber. Do they make a living wage ? 
In other words, how much a year? Can they live on what they 
make ? 

Mr. Busste. They live on what they make, Congressman. 

Mr. Ketiry. But they only exist. 

Mr. Busste. They exist. In most cases, you will find it is the Negro 
employee in the backwoods who has never done anything else to 

2arn a living. He is an employee in the true sense of the word and 
works for these employers almost yearly. We have very little severe 
weather in Louisiana, and consequently they can continue to cut 
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timber throughout the year. And in most cases the timber is actually 
owned by the large companies, the large paper mills. 

Also, in Louisiana, the timber itself receives special tax considera- 
tion. Not the land on which it grows, but the timber receives spe- 
cial tax consideration. That again means that the paper mills who 
own the timber are receiving a much greater benefit than they would 
if they bought it from some Indiv idus uD who owned the timber himself. 

Mr. Rooseveur. Could I ask a question at that point? You mean 
that the sawmill can, without buying the land, own the timber on 
the land ? 

Mr. Busstr. Yes, sir. The land itself is still on the tax rolls, but 
the timber is not, sir. 

I will give you an example of why we know that to be the case. 
Testimony was given during hearings in the house and senate cham- 
bers a couple of years ago when the stock law was passed prohibiting 
stock roaming on the highways. And the testimony given at that 
time by the farmers all over the State was that they no longer had 
control of the land on which their stock grazed, because it was in the 
hands of the paper industry. They leased this land. And if they 
were required to go in and fence that land, they would be fencing 
land that actus lly” belonged to the paper industry, in order to keep 
their stock off the highway. And the State itself had to appropriate 
several hundred thousand dollars to fence this land all over the State 
to keep the stock off the highway, because the land itself was actually 
controlled by the paper mills and not controlled by the little farmer 
who owned the stock. 

Now that was testimony given by the industry and by the farmers 
themselves during the house and senate hearings on that particular 
legislation. 

Mr. Ketiey. There certainly is conflicting testimony here this 
afternoon. 

Mr. Bussm. Yes, sir. Very conflicting, sir. 

Representative Lanprum. Do you maintain, Mr. Bussie, that the 
gentleman who preceeded you on the stand was deliberately falsifying ? 

Mr. Busste. No, sir. I am not maint: ining that at all, sir. I am 
saving that—— 

Mr. Lanprum. You just said it was not so. 

Mr. Busste. No, sir. I said it was conflicting. 

Mr. Lanprum. You say that they do not make a dollar an hour. 
Is that not what you say here in your statement on page 5? 

Mr. Bussie. Yes, sir. 

Mr. Lanprum. And then you read from your own State employ- 
ment security records the fact. that your own State agency says they 
do make a dollar an hour. Did I not understand you to put that in 
the record ¢ 

Mr. Bussre. Yes, sir. That is based on the actual time that they 
are actually working sawing that log. I am basing my statement on 
the time required to be on the job site, just as other employees in the 
State are paid. 

Mr. Lanprum. In other words, you are engaging in a little figure 
juggling there. 

Mr. Busstr. No, sir. Not necessarily there. I think if an employee 
is required to be on the site, he is in the employment of the employer. 
Is that not correct, sir? 
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Mr. Lanprum. So you do not accept any of the testimony by the 
gentleman on the stand who preceded you ! 

Mr. Bussm. I accept a lot of it. I heard the sti utement which he 
made, which made it a very pretty picture and gave the impression 
that most of the independent contractors were actually farmers and 
laborers themselves and actually cut the timber to a great extent. 

Mr. Lanprum. Your statement here that the average would 
fall below 70 cents an hour is based on your estimate of the time that 
he spends going to and from that work, and while he is maybe sitting 
out there eating his lunch. 

Mr. Bussie. No, sir. That is based on the time he is on the job site 
waiting to go to work. He is required to be there at 8 o’clock in the 
morning, we will say. It might be 10:30 or 11 before he is actually 
put to work. 

Mr. Lanprum. How much waiting do you have to do when you 
find a tree you want to cut before you cut it? 

Mr. Bussre. You have to wait until the employer, the fellow who 
owns that tree, tells you to go to work. 

Mr. Lanprum. He would not be out there if he did not want to cut 
it. I just do not understand the amount of conflict between what 
you ask us to believe—and I can see some valid arguments all the way 
through except on this. 

I do not see how you can expect us to accept this statement that you 
make on page 5, as you have written it, and accept also from you the 
figures about the same industry which you say you subscribe to. Then 
you are just engaging in a little juggling of figures, it looks like. 

Mr. Busstr. I am not attempting in any way to deceive this com- 
mittee, sir. 

Mr. Lanprum. I do not mean you are attempting to deceive us. 

I think what you have tried to do is paint a picture that is favorable 
to your way of thinking. And by your own admission you have not 
stayed with the facts as reported by your State employment agency. 
Because you read that into the record. 

Mr. Busse. Well, I have stayed with facts. Perhaps I have not 
made myself clear 

These facts as given to us by the employment security division—— 

Mr. Lanprum. Do you believe those facts? Do you accept them ? 

Mr. Busste. Yes, sir. 

Mr. Lanprum. That is what you said when you read them into the 
record. You give those to us as being absolutely correct. 

Mr. Busste. ~Y es, Sir. 

Mr. Lanprum. Now, then, in view of that, how can you leave this 
in the record ¢ 

Mr. Busste. Congressman, if I might be permitted to point out, just 
as through my entire statement, I say this includes the salaries paid 
to the higher paid employees as well as to the lower paid employees. 

The division of employment security does not break it down by em- 
ployee. They break it down by industry. They break it down by 
the number of employees that the industry pays their unemployment 
compensation tax on divided into the amount of tax paid. And you 
come out with an average monthly figure for an hourly salary. That 
is what this figure represents. This represents everybody in the 
industry who is paid for that. 
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Mr. Lanprum. Now, who is everybody, that you are talking about? 

Mr. Busse. Well, the foreman in lots of instances is the private con- 
tractor himself. It could include timekeepers if they have them. 

Mr. Lanprum. You mean the $4 a cord includes the producer that. 
was described to us here this afternoon? There is the producer and 
the man cutting the tree. That is the main one we are thinking about 
here now, the man cutting the tree. 

Mr. Bessie. That is the one I am interested in. 

Mr. Lanprum. All right. Now then, does the producer, who may, 
as you suggested, be an inde pendent contractor, or may be just a small- 
business man who is going to go out and buy the timber without buy- 
ing the land—does that $4 a cord, paid for the production of that cord, 
include the pay of that producer / 

Mr. Busste. No, sir. 

Mr. Lanprum. Then what other level of payment can there be? 
Who else is in there besides the producer and the man cutting the 
tree { 

Mr. Busste. There are two rates established here, Congressman, that 
we should not conflict. One is $12 to $15 for a 9-hour day averaging 
$1.37 an hour. That is one rate. 

Mr. Lanprum. And you accept that as true? 

Mr. Busse. Yes, sir. Well, I have no reason to believe that it is 
not true, because I think that they would give me the correct figures. 

The other rate is a piece-rate pay of $4 per cord. It is two separate 
a distinct rates. So, consequently, the $4 per cord rate for the 
man’s hourly wage would depend on how much the man would cut 
during that hour. 

Mr. Lanprum. But I think we are getting away from what I 
thought you were going to give me. I want to know this: Who is it 
that 1s making that $1.37 or that $4 a cord ? 

Mr. Busste. That is for everyone who is turned in under the un- 
employment-compensation provisions of the State. 

Mr. Lanprum. All right. Now, what are they? Are they the 
men that felled the tree, that cut it up into your 5-foot lengths, and 
trim it up? 

Mr. Busste. There is no way for me to tell, sir. These figures were 
given for the industry. 

Mr. Lanprum. What I understood you to try to tell me is that 
this $1.37 an hour or the $4 a cord includes people who might be 
making higher rates than somebody else on the same job. 

Mr. Busste. The $1.37 an hour does, sir. Not the $4 per cord, sir. 
But the $1.37 per hour includes all of the employees in that particular 
industry, sir, regardless of what position they may be in. 

Mr. Lanprum. Whether they are in the woods 

Mr. Busse. Whether they are actually cutting or 

Mr. Lanprum. You are including in that average, then; employees 
of the dealer? 

Mr. Busse. That is right, sir. 

Mr. Lanprum. And you are including in that average the em- 
ployees of the pulp mill? 

Mr. Busste. That is right, sir. To some extent. The employees 
who actually unload this timber and so forth. Not the employee who 
works in the mill itself. They are carried under a different provi- 
sion of the law. Iam only giving you the figures 
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Mr. Lanprum. Then what you are maintaining is this: These 
workers, after all, you say, are employed by the pulp mills. Is that 
what you say ? 

Mr. Busste. Some of them are; yes. They are included in the aver- 
age paid the employees. There is not any way to get the wage itself 
paid an employee, or at least there is not any way ‘that we have been 
able to find. 

Mr. Lanprum. They pay social security on them, sir? 

Mr. Busse. Well, of course, we do not have access to those records. 
We got the only records that we had access to, and we were cautioned 
very carefully by the division of employment security. 

Mr. Lanprum. The Wage and Hour Administrator can find out 
about them, can he not ? 

Mr. Busste. Perhaps he could, sir, but we didn’t have access to it, in 
the time we had to prepare this testimony. We went to the State 
government, which was the only place we felt we could really get it, 
and to the labor unions and the indus stry, and I have offered to provide 
the source of that figure of 35 cents an hour. 

Mr. Lanprum. I can see the soundness a much of your argument, 
but I cannot, to save my neck, accept, or I cannot reconcile—first, 
it is hard to reconcile the conflict ssenee what you have given us 
generally, and what the man preceding you gave. 

Mr. Busse. Yes,sir. Ican understand that, s 

Mr. Lanprum. But even more difficult to reucnolle is that you 
would leave this statement in the record after giving those figures. 

Mr. Busse. Let me say this, sir. These are the figures given us by 
the employment security division. And I said that I knew these would 
be accurate. At least I strongly feel they would, sir. 

Mr. Lanprum. Then where did you get these you gave us on page 5? 

Mr. Bussie. From representatives of the woodworkers’ union, which 
I said I did not have available here. We got them by long-distance 
telephone to have them ready for the committee. And I have offered 
to give testimony in written form concer ning these figures as soon as 
I can make it available as to how they arrived at those figures. These 
figures speak for themselves. 

Mr. Roosrvertr. Mr. Bussie, I am interested in a number of things. 
First, your statement that the paper companies actually own the timber 
leads me again to a contradiction in the testimony, because I think I 
asked specifically whether there was integration in this industry, and 
the answer was “No,” that there was no integration in the industry 
for the last 30 years. And I would be much interested in knowing 
what proportion of the land, if there is any way to know it, which is 
being produced by the people who have been here before us today, is 
owned by them, or independently owned, as against the land that is 
actually owned by the paper companies. 

Mr. Bussie. We are not speaking of the land, Congressman. We 
are speaking of the timber. 

Mr. Roosrvert. Is there any place where the committee can be in- 
formed as to that ? 

Mr. Busse. I think the commerce and industry department of the 
State government would have those figures. 

Mr. Roosrveitr. Would you provide them ? oe to me, this 
would be an entirely different picture if I could be convinced that 
these crews will be kept at a level in order to enable the individual 
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paper will to get its timber cut, without having to pay the minimum 
wage. 

Mr. Bussre. Yes, sir. 

Mr. Roosrvett. That, to me, is a most important point. And I 
think it needs elaboration. And I do not, frankly, think that it is 
elaborated on in this testimony. I think you would agree to that, 
would you not? 

Mr. Busse. Yes, sir. I will be very happy to furnish that, along 
with the other that I promised on the woodworkers’ situation, sir. 

(The information referred to will be available for reference when 
furnished. ) 

Mr. Roosrvetr. Now, I would like to establish once and for all in 
my own mind, on this proposition of tips being considered as part 
of the basic pay of individuals working in the restaurant and other 
industries: Is it the position of organized labor that tips should be 
eliminated from any consderation of base pay ¢ 

Mr. Bussir. I don’t know what the position of organized labor is, 
but I would be very happy to give you my position on it. I think 
tips should be eliminated, period. I do a great deal of traveling, 
and I know exactly what it can mean. 

Mr. Roosrvir. Is not the reason that tips exist, in the mind of 
most people who give them, because they feel that the individual is 
not getting a decent rate 4 

Mr. Busste. That is right. 

Mr. Roosreverr. And, therefore, if this is to be eliminated, the only 
way to eliminate it is to assure the public that they are getting a decent 
wage ¢ 

Mr. Busste. Yes, sir. And I think the public would much prefer 
to pay their bill in one lump sum, whatever the cost would be, in 
preference to paying for food and then paying a tip on the side, sir. 
I think that is general. I am sure that you gentlemen probably feel 
the same way. 

Mr. Roosevert. I would certainly join you in that feeling. 

With respect to the telephone operators, I am somewhat interested 
again here, and you have I think given a partial answer to it: If you 
will remember, the communications representatives who previously 
testified, indicated that perhaps they would go along with the idea 
of having an exemption left in for an individual company, independ- 
ently ow ned, whereas we should include the larger companies, without 
saying how many stations this should be required to cover. Now, is 
your testimony in conflict with that, or would you consider that that 
exemption was perhaps still justified—on a somewhat different ground 
than what you have here? And on this I should probably talk to the 
communications representative. 

Mr. Busste. I wouldn’t want to get involved in the jurisdictional 
problem with hin, sir. 

Mr. Roosrvett. The committee has had information that many of 
these small companies actually operate—I suppose you would say 
they were on duty. But actu: lly it is a part-time operation, because 
the switchboard is there. But it does not ring more than, I think the 
testimony was, every couple of hours. And therefore the individual 
does not really have to give it full-time attention. And therefore it 
was a different problem from that of someone who was actually wholly 
giving their time to the operation of the switchboard. 
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Now, would that square with your own interpretation of the 
situation ? 

Mr. Werner. Congressman Roosevelt, I think you have pretty well 
summed it up. 

Actually, the operator that we feel might possibly be exempt would 
be one that would have a switchboard in her home. As you pointed 
out, she could still perform her household duties and operate the board. 
And ina community having less than 750 stations she may not get 
more than a hundred calls a di ay. Servicing that same exchange, you 
may have an outside man who, because of the nature of his duties, 
would be required to be on duty continuously during his tour, either 
repairing or installing equipment. And that might possibly be the 
reason for the origin: al exemption. 

But the position of the communications workers, I believe, is that 
we believe all of these people are entitled to be covered and to maintain 
a living wage. 

Now, the difference is the operator in the home—and I want to em- 
phasize the point that we are talking about an operator who maintains 
a board in herown home: She may “possibly be a housewife or as some 
of them are, a seamstress, who can do other work at the same time, 
with the combined jobs, entitles her to a minimum wage. But it is our 
basic position, as pointed out by Mr. Curtis, that we believe all of the 
people engaged in this interstate commerce are entitled to be covered 
by the act. 

We would go along with the exemption because we have to in many 
instances. As Mr. Ayres was asking about this bargaining: You 
don’t always take it because you agree with it; you take it because you 
have no choice. But primarily I think we believe that these people 
have been covered by the act. 

Mr. Roosrtve.tt. Now, along the same line, it has also been testified 
that in spite of the fact that your general statement is probably true, 
that most areas today are ina position to pay their con ipany em] ric oyees 
a decent wage and still not charge a rate which would prohibit the use 


of the phones in the area: The t testimony js that there are some areas 
still which could not stand a higher increase in rates which they would 
have to charge if they paid the dollar minimum, and that that would 


result in one of two things. It would either result in selling the little 
local company, which would usually be locally owned, almost a co 
operative in its operation, to one of the larger companies that could 
absorb that operation and get by with it, or it would put them out of 
business altogether. 

How are we going to protect against that kind of situation, assuming 
that it is so? 

And I think the testimony will show that there are still some com- 
munities where that is so. 

Mr. Busstr. Congressmen, I can answer that so far as Louisiana is 
concerned. That is the only information I have. 

Under the Louisiana method of control of industry, it is left in the 
hands of the public service commission, and the public service com- 
mission has guarantied to those public utilities a 6-percent return on 
their money: If the cost of that utility is greater than the amount of 
revenue brought in, less the 6 percent, then, of course, the public 
service commission grants the increase in rates to that particular area 


is 


id 
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Recently they ordered about a $2 million a year cut on rates for all 
property in Louisiana of Southern Bell. 

Mr. Roosrvetr. But we are not talking about Southern Bell. 

Mr. Busste. No, sir. I am just showing you that they have abso- 
lute control over the rate situation to guarantee a return ‘of at least 6 
percent on the investment to those companies. 

Mr. Roosrvetr. Suppose in some areas they cannot get that, if they 
have to pay the minimum wage, and yet they cannot raise the rate 
without eliminating the telephone service. 

Mr. Bussie. But the *y have guaranteed that in every industry. 

Mr. Roosrverr. I know. You can guarantee to them, but if you 
dre not going to pay it, the company goes out of business. That is 
PDQ, as we used to call it. 

Mr. Busste. Of course, that would hold true in not only the small 
telephone industry but any other industry you attempt to regulate. 
The same thing would be true with interstate commerce in any other 
industry. Even though Congress has set a dollar minimum wage. 

Mr. Roosevetr. Well, I think it was because of the peculiar con- 
ditions in this industry that previous Congresses granted certain 
exemptions. 

Now, I think all this committee is interested in is to change the 
exemptions where they are not justified, but to leave the exemptions 
where they are justified. And, frankly, what I am getting at is that 
if there is a formula which could be worked out as to independent 
stations or size of companies with relation to total stations, which 
would protect as to that kind of a situation I have just described, 
plus the telephone switchboard in the home situation, would not this 
committee be justified in advocating such exemption ? 

Mr. Werner. If I might answer that in part, I think you have in 
part here a moral question to answer, as to whether this committee 
endorses the principle of maintaining any business at the risk of hav- 
ing some workers subsidize that business. 

Now, we are primarily concerned with the operator who earns a 
livelihood from the telephone industry. And we are concerned with 
whether or not the law endorses the principle of perpetuating any 
individual in business by having one of his employees earn less than 
a standard or rather a minimum standard of wages. And I think 
that is a thing you have to face up to. Certainly. You might pos- 
sibly run a risk that a small telephone company might go out of 
business. I think you will find that it probably won’t happen, for 
many reasons. 

One reason is that the independent companies tie in with the large 
companies in their toll rates. In most instances, the toll circuits going 
through that particular company will be mainained by the inde- 
pendent company, for which they receive a revenue from the Ameri- 
can Telephone & Telegraph Co. So the American Telephone & Tele- 
graph Co. cannot permit that company to go out of business, or if 
they do they would have to take it over themselves. 

So I think the question you have to decide on that is whether or 
not you want the law to be set up so that some people will actually 
be forced to maintain less than a living standard in order to keep 
a business in that operation. 
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Mr. Lanprum. Would you like for us to do something that would 
make it possible for American Telephone & Telegraph to take over 
the little owner ? 

Mr. Werner. No, sir. I certainly do not want this committee to 
give the American Telephone & Telegraph Co. any more power than 
they presently have, which is treme ndous. 

If I might just digress for a minute 

Mr. Lanprum. Would you like us to fix it so that the American 
Telephone & Telegraph Co. could own them that way, through sub- 
sidization ¢ 

Mr. Werner. I believe whenever the American ‘Telephone & Tele- 
graph Co. wants one of those independents they have taken over. 

Mr. Lanprum. What I am driving at: You have indicated by your 
statement in reply to Mr. Roosevelt that we do not have to worry 
about these small telephone companies; that A. 'T. and T. is not gomg 
to let them die; that they will keep them up. 

Mr. Werner. [ had no intention of indicating that. 

Mr. Lanprum. I got that impression. 

Mr. Werner. Well, I am sorry if you did. It is not what I meant 
to imply. 

If I may digress just a minute. A question by Congressman Ayres 
concerned me quite a bit when Mr. Fletcher was here, and that was 
this question about the Government bargaining for this small com- 
pany. I only want to make one comment on that. That was the 
Southwestern States. I don’t know if it was clear or not at the time 
Mr. Fletcher testified, but the lady who testified when the communi- 
cations workers appeared before you, was testifying on behalf of her- 
self and the small exchange. And the union, when they bargain a 
contract for that exchange—that exchange also covers several thou- 
sand other people, and they are not in a position to bargain just for 
that exchange. And the question you asked as to whether they were 
agreeable to accepting less than a minimum wage would have to be 
answered by whether or not they were in a position to have possibly 
several thousand people strike in order to get maybe a dozen oper- 
ators a minimum wage. 

I do not bring it out to be argumentative, but I don’t believe it was 
brought out before, and it rather caused me some concern. 

Mr. Ayres. Well, I think that is one of the things that we are all 
going to fight for, and that is the right of organized labor to strike. 
That is their weapon, and I for one would always defend them on that 
position. 

Mr. Busste. I hope we keep it. 

Mr. Ayres. That was my position. But my point with Miss Garrett 
and Mr. Fletcher was an attempt to find out why they were unsuccess- 
ful in negotiating higher rates. 

Mr. Werner. Thank you. 

Mr. Roosrvett. I think there is a good deal of justification to the 
moral position which you take. It is simply a case, in reaching that, 
whether you balance that against possible harm, such as frankly 
making the small exchange sell to the American Tel & Tel. I have 
to balance that moral position as against the other one of giving 
American Tel & Tel more power than it already has. 

You mentioned, I think, Mr. Bussie, the loophole in the 8-hour law. 
I was not quite clear in that. What is that loophole ? 
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Mr. Busste. I will ask Mr. Barker if he will answer that. Or Mr. 
Miller, perhaps, can answer that. He is here from the construction 
trades. 

Mr. Miturr. I don’t know if it is a loophole in the law. 

Mr. Roosrveir. You say you do not know whether it is? 

Mr. Miter. I don’t know whether you can consider it so or not. 
Under the Walsh-Healey Act, the Government Contracts Act, these 
construction jobs are built prov iding for an 8-hour day and overtime 
after 8 hours. And on these construction jobs, it is possible to work 
seven 8-hour days without overtime. That comes into direct conflict 
with the wage-hour law which provides for overtime after 40. Pos- 
sibly that is the loophole that is referred to. 

Mr. Roosrveir. You mean where the Davis-Bacon Act applies, and 
not the Walsh-Healey Act. 

Mr. Miter. No; the Davis-Bacon Act and the Walsh-Healey Act 
apply on the job. The Davis-Bacon Act predetermines the — The 
Walsh-Healey Act provides for overtime after 8 hours in 1 day. 
And that is the end of it. The contractor can work on that 56 hours 
a week without paying 1 penny of overtime. 

Mr. Roosrve.r. So a simple amendment would require that there 
be no more than 40 consecutive hours in any 1 week on it. 

Mr. Mitier. Well, if the wage-hour law would apply to new con- 
struction work, then that would cover these situations. 

Mr. Lanprum. Would you yield? 

Are we getting the suggestion here that it would be better to apply 
the Fair Labor Standards Act to all of it and just repeal the Walsh- 
Healey ? 

Mr. Mituer. No,sir. That is not the intention at all. 

Mr. Busstr. We are suggesting that you amend Walsh-Healey to 
40 hours a week. 

Mr. Roosrvetr. I wanted to be sure this goes in the record: What 
you are suggesting is that the 8-hour provision be put into the Walsh- 
Healey Act? 

Mr. Buss. The 40-hour week. 

Mr. Minter. We are saying that new construction should come 
under the wage-hour law, which it does not do right now. And if 
it does come under the law, then those situations would be taken care 
of, insofar as time and a half after 40 is concerned. 

Mr. Roosrvett. Not necessarily on Government projects ? 

Mr. Mizier. On all work. That would include Federal work and 
private work alike. 

Mr. Keniry. As it is now, the Walsh-Healey Act applies only 
where Federal funds are used. 

Mr. Minter. Walsh-Healey; yes. On private new construction, you 
wouldn’t have any law at all governing. You wouldn’t have W alsh- 
Healey, Davis- Bacon, or wage and hour. There is no law applying 
to private construction there, even though it is under interstate com- 
merce. 

Mr. Roosrvetr. Mr. Graham just suggested to me that under the 
present interpretation as applied to highway construction, it does 
not come under interstate commerce, because it is new construction. 

Mr. Mruuer. Yes; but not because it is new construction. It is 
because it is constructing a facility that is engaged in interstate 
commerce. 
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Mr. Roosrvetr. Is it being held that it is not today ? 

Mr. Miter. It is — covered. But that is just a recent develop- 
ment within the last yea 

Mr. Grirri. I just —_ one brief question, and this probably will 
be directed at the gentleman from the communications workers. 

He would have us eliminate the telephone operator exemption right 
down to the point of covering a single operator in her home. Appar- 
ently at least you think we “should consider that. And apparently 
that is because we have the constitutional power. She is engaged in 
interstate commerce, and so forth. 

Now, if the constitutional power extends to the corner drugstore 
and the corner grocery store, right down to the smallest business on 
Main Street, would you have us extend this law that far now, as you 
would have us extend the law in the case of the telephone operator? 
I suppose I am directing that question to Mr. Bussie. 

Mr. Bussre. Mr. Werner asked permission to answer it. 

Mr. Grirrin. And is there a difference ? 

Mr. Werner. The thing that concerns me is that this operator who 
is exempt and working in an exchange may have an outside man work- 
ing in the same exchange who is covered by the law. And, to me, it 
creates an inequity. 

As to the rest of your question, about would we have these other 
people covered, I defer to Mr. Bussie on that. 

Mr. Busstr. Congressman, I might say this: We are in thorough 
BP cats with the exemptions as written into the proposed Morse- Kelley 
bill. 

Mr. Grirrin. Is that very consistent with the situation as you relate 
it in the telephone industry? Is there not a real inconsistency there? 

Mr. Busstr. We don’t think so; no, sir. It depends on the type of 
industry you are involved in. 

Mr. Grirrtn. If the one telephone operator in a small town is going 
to be subject to the wage law? 

Mr. Busste. If they are directly in interstate commerce. 

Mr. Grirrin. But is that really a difference? Suppose there is no 
constitutional limitation on our power? We can amend the law to say 
that any business which competes with commerce could be covered. 

Mr. Busste. I might say that, personally speaking, I would be in 
favor of that, Congressman. 

Mr. Grirrtn. I just wondered if that was what you are after. 

Mr. Busstr. I would have no objection. 

Mr. Grirrin. Then we get into the matter of how far should the 
Federal Government go in regulating wages. 

Mr. Busste. You and I both know that for years that argument has 
been going on as to how far they should go, and neither labor, man- 
agement, nor the public has ever been satisfied with the answer given. 

Mr. Grirrin. Somebody else pointed out something in your testi- 
mony here, and I have no idea whether this was a mistake or not. On 
page 4 of your testimony: There is a State law that requires that 
somebody working in a restaurant could not be working more than 
40 hours a week. 

Mr. Busstr. Women are permitted to work 54 hours a week, six 
9-hour days. 
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Mr. Barker. But not in laundries or other types of what you might 
call more dangerous employment or more difficult work, but both of 
those exempt seafood packing and canning and agricultural canning. 

Mr. Grirrin. But that is 54 instead of 48. 

Mr. Barker. Fifty-four in restaurants. 

Mr. Busstm. If you notice, we broke this down into different types 
of industry, and you may find different hours authorized under the 
different types of industry authorized under State law. 

Mr. Keuiey. Mr. Elliott ? 

Mr. Exsiorr. I would like to ask Mr, Bussie a question about the 
pulp situation again. I think IT made clear in my previous questions 
about the pulpwood industry that I certainly was not in favor of using 
the 12-man exemption or whatever the exemption might be, as a loop- 
hole to give the large pulp companies an opportunity to impose on 
anybody. with respect to the gathering of the wood. 

Mr. Busse. Yes, sir. 

Mr. Exxiorr. My recollection about what you said is that you felt 
these exemptions up to 12 men were being used for that purpose. 
And if I understood you correctly, I would like to have you go a 
little more into detail about how you feel that operates. 

Mr. Busste. Well, of course, I explained this, sir: In Louisiana 
there are thousands of acres of timberland on which the timber is 
owned directly by the paper mills, and so forth. They have leased 
the timber itself off on that land. They actually own it, in effect. 
They turn around and contract from private contractors for cutting 
the timber, instead of using employees of their own for instance, in 
my opinion because they can do it much cheaper, since the contractor 
will keep his employee in not more than 11-man crews. If you re- 
member, today 1 of the representatives from industry testified that he 
himself carried an 11-man crew. 

I think you will find that is pretty true in most of those instances. 
And certainly that justifies our thinking there, anyway, Congressman. 

Mr. Exuiorr. Here is what I am thinking about, and T ask you 
whether or not you have any information with respect to this situation 
I have the impression that if the mills could, by the use of machinery 
that is not now used, and other economies that might effect, go in with 
larger crews and cut this timber more cheaply, they would do so. 

Now, somebody made the point that the industry was being held 
back because of the fact that there were 11- or 12-man crews working 
together, and therefore you could not get the machinery to do the 
things necessary to make it as efficient as it might otherwise be. 

W ell, the point that I am trying to make, or am wondering about: 
If it were possible to more effic iently cut this timber, and to do it more 

cheaply, would not the mills go right in and, regardless of this 12-man 
exemption, take the mac -hinery or whatever was necessary, whatever 
they could get, to lower the cordage cost on the wood 

Mr. Busste. Let me say that the first-difference is this Congress- 
man: that we would not be talking about an employee who made less 
than a dollar an hour if he were an employee of the industry itself, 
because we would have negotiated a union contract for him, ‘and we 
would be talking about one who made $3 an hour. That is the differ- 
ence, sir. We do not have the employees of the independent contrac- 
tor organized into a union. 
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Mr. Roosrvett. Is that not exactly the answer to Mr. Elliott’s ques- 
tion; that the reason they do not go into that is that there you would 
be in the union field and their costs would rise higher than anything 
they can do by keeping these smaller gangs ? 

Mr. Busste. Oh, yes. That is true. 

Mr. Exxiorr, Now, without causing any great dissatisfaction in this 
field, would you not be able to get in and organize these people ? 

Mr. Busste. From a practical standpoint, where you only have 11 
people involved in a company, it is almost impossible to spend the 
amount of time that would be necessary to organize these people. Be- 
cause they are employees very much as the employees i in restaurants, 
who come and go. ‘The crews work in one section today and another 
section tomorrow. 

Mr. Exxiorr. But I get the impression from what one of these gentle- 
men said that there are a lot of crews floating around. 

Mr. Busstr. A number of crews; yes, sir. But all of them have 
different employees. You would have to organize each one into a union 
and bargain collectively with the employer for no more than 11 
employees. 

Mr. Exxiorr. If the word got around that by organizing these gen- 
tlemen they could get another 50 cents an hour or a dollar an hour—I 
believe you used the figure of $2 or $3 an hour—would you not be likely 
to pick up a substantial me mbership, where so far you have not been 
able, as I understand it, to organize any of them? Maybe you have 
not tried very hard, but you certainly have not organized them; have 
vou? 

Mr. Bussir. Let me say, Congressman, that it is inconceivable to me 
that any employee would not prefer to be in a union rather than out, 
because of the benefits he gets. But, nevertheless, there is the practical 
situation that you cannot get them all in, even though they realize the 
benefits labor has been able to get for its members. I realize perhaps I 
am being a little bit vague. But, nevertheless, you still have to figure 
the practical aspect. ‘That is the cost of organizing, the amount of 
labor that would go into organizing these 11-man crews. 

Now, if they ran up toa hundred or more e — for an employer, 
even though they might roam considerably, from a practical stand- 
point you could organize those e mployees. But you cannot do it with 
no more than 11 employees in a company. 

With the paper industry, if the employees work for the industry, 
we would merely bargain for them at the same time we bargained for 
the 600 employees in the mill itself. There is a vast amount of differ- 
ence in the type of operation. 

Mr. Exxiorr. What is your slant on the practicality of keeping rec- 
ords in the industry ? 

Mr. Busste. Well, I will say this: Congressman Roosevelt, back 
when — father passed the NRA Act, I was an employee at a drive-in 
sandwich shop. Anda howl] was instantly heard all over the ¢ ountry 
and particularly in that industry that the small employer with only 2 
of 3 cn ia could not possibly keep all the governmental rec a 
that were necessary. I might say that I enjoyed the benefits of that 
act for a considerable length of time prior to the time that the Supreme 
Court ruled it unconstitutional. And I think the employees have to 
comply with the requirements of reporting for income-tax purposes, 
and so forth. 
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I cannot see where it would be a great deal more difficult to comply 
with the other regulations on reporting of hours. 

That is the same stock answer that is given in every instance, when 
you attempt to pass regulation on any industr y, and the same you get 
when you attempt to pass it on labor unions. It is the same stock 
answer that all of us get. 

Mr. Exniorr. Somebody made the point—and I still am not satis- 
fied with this, and I am probing to try to find the true answer; some- 
body made the point that if you had an exemption larger than 12— 
or if you had no exemption, I guess, looking at it the other way— 
then you would find these crews become much more efficient. Maybe 
they would get machines to load the stuff on the truck. I do not 
know. Somebody made the point that the crews, because of their 
size, were holding down the development of efficiency in the industry. 

Well, it seems to me that that idea is in conflict with the proposition 
that the mills can get their timber a lot cheaper from the small crews, 
as they are organized, than if this efficiency that was spoken of had 
an opportunity to go forward. 

Mr. Busste. I think the statement that you are referring to is the 
statement that I made, in which I said that it limited that employer 
or that businessman to where he can only grow to a certain size, and 
then he has to stop. He cannot grow into a larger employer, because 
if he goes any further he then comes under this act. 

I was not referring to efficiency. I was referring to the possibility 
of the man himself, the employer, limiting his own progress, by 
virtue of the fact that he did not want to come under the provisions of 
this law. He would not hire the 12th employee, regardless of how 
much he might need him. Consequently he can never expect to grow 
in size or in scope. He has gotten the idea that the law limits him 
to that extent. Because rather than take a chance on coming under 
the provisions of the act, he has merely hired 11 employees, and he 
stops there. 

Mr. Exniorr. Now what does a man get at the mill who unloads 
this wood off the car? What is he paid ? 

Mr. Busstr. I can’t answer that, sir. I don’t know. 

Mr. Exsiorr. Do you know what the handling folk around the 
mill might be paid ? 

Mr. Busse. It runs up to $5.50 an hour for some crafts. It de- 
pends on who you are talking about, sir. Labor would be from two 
totwoandahalf an hour. That is what we would commonly classify 
as the labor or the porter. 

Mr. Roosrvett. Do you have a 40-hour week ? 

Mr. Busstm. Yes, sir. 

Mr. Keuiey. Thank you very much, gentlemen. 

Mr. Busste. Gentlemen, we apprec inte your time and your con- 
sideration, and I shall attempt to get the information you have asked 
for and forward it to the committee immediately, sir. 

Mr. Hussey. We have two more witnesses, Mr. Chairman. 

The next witness is Mr. Buford, of the Tennessee Agricultural 
Council, and Mr. Wilder, of the Tennessee Agricultural Council. 
Mr. Wilder will read his statement and submit the statement of Mr. 


Buford for the record. 
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STATEMENTS OF JOHN S. WILDER, FAYETTE COUNTY, TENN., AND 
LESTER BUFORD, CROCKETT COUNTY, TENN., REPRESENTING 
THE TENNESSEE AGRICULTURAL COUNCIL 


Mr. Witper. My name is John Sheldon Wilder. I am a fariner 
from Fayette C ounty, Tenn. I represent the Tennessee Agricultural 
Council, a public-welfare corporation made up of the cotton farmers 
of Tennessee. 

The testimony of the Tennessee Agricultural Council will be in 
two parts, The second part will be given by Mr. Lester Buford. 

We are confident that this committee in conduct ing these hearings 
has the welfare of the American people constantly in mind. For this 
reason we feel sure you are interested in the plight of agriculture. 

I would like to briefly tell you how the dollar-an-hour minimum 
wage extension would affect the farmers in my area. It is common 
knowledge that agriculture, especially southern agriculture, has not 
enjoyed the prosperity of the rest of our economy. Is the southern 
farmer opposed to $1 per hour per se? TI think not. In fact, I think 
that the southern cotton farmer wished he were in a position to pay 
such an amount. The question is not his desire but rather his ability. 
Can he pay $1-per-hour wages? In commenting on this question, 
let me say that Iam familiar with the problems involved in getting 
adequate crop loans and know at firsthand the financial inability of 
the farmers in my area to pay $1 an hour. They do not realize a 
dollar-an-hour return for their efforts. Certainly they cannot pay 
someone else a dollar an hour to work for them. This is true not 
only in the small operations in Tennessee but rather also of the large 
producers. 

Let’s look at a figure or two. The total number of man-hours re- 
quired to produce a bale of cotton in Tennessee is approximately 115. 
You can see, therefore. that labor costs are bound to be the biggest 
single factor in our total production costs. In addition we must add 
depreci iation of equipment, taxes, fuel, fertilizer, seed, insecticides, 
etc. This is conclusive evidence that if one pays a dollar an hour, he 
will go in the red. Across the Nation farm costs are up 19 percent, 
farm prices are down 15 percent, net income for farm operators is 
down 32 percent for the last 10 years. A large part of the increased 
costs involved in operating a farm is a reflection of higher wage costs 
the farmer absorbs in the increased costs of his machinery. fertilizers, 
etc. The cost squeeze is on. The farmer is struggling for existence. 
The question as we see it is whether the Congress is willing to legis 
late him out of business by setting a wage minimum he eannot pay / 

In Tennessee most of our farm labor is composed of old peop le, 
people who have farmed all their lives, people who cannot fit into 
the complex industrial establishments of the city, people who do not 
know anything except farming and who desire to continue. It is 
true that their wage standards are low, relatively speaking, but most 
people fail to give consideration to the fact that there are other com- 
pensations for their farm help, other than the money paid for an 
hour’s work done. They are furnished houses to live in, fuel to burn, 

gardens to work, pastures for their cows, a place to raise hogs, ete. 

If you impose a dollar an hour minimum wage on Tennessee farm- 
ers, What will h: appen to these people? It is ev vident that the f: armer 
cannot pay $1 an hour and furnish these facilities. He cannot pay it 
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without reducing his number of workers and keeping on his best 
ones—if possible at all. So these people will be forced off of the farm, 
their houses torn down, their garden and pastures put into production 
in order to carry the added cost of the minimum wage which it is pro- 
posed be extended to them. It is sure to accelerate the already fast 
movement away from the farm, as a result of the soil bank and con- 
trolled acreage. The farmer of Tennessee will welcome the opportu- 
ntiy of paying more for labor if and when he can do it, because he, 
like the rest of the Nation, desires to give his labor an equal oppor- 
tunity with the other segments of our economy. He loathes being the 
underdog. He would like to be on a par ity w ith the rest of the Nation, 
but this cannot be accomplished by passing a law making $1 an hour 
wages mandatory. You will only bring into being a revolution in 
agriculture by forcing people off of the farm. 

The farmer must reduce his costs to stay in business. He can’t do 
it over the long pull, under conditions where his acreage is being con- 
tinually reduce ed and his unit production costs thereby proportion: ately 
increased. He can’t do it exe ept through research and application of 
research findings which would increase ‘his yields and gain for him in- 
creasing markets. He can’t do it either, I would respectfully say to 
this committee, except through the framework of Government pro- 
grams which assist rather than hinder the early accomplishment of 
these goals. In conclusion, let me say, that I don’t believe that you can 
legisl ite unreasonable and arbitr: ary wage rates which the price that 
a farmer receives for the commodities he produces will not sustain. 

I have endeavored in this part of our testimony to deal with the in- 
ability of the cotton farmer in my area to pay $1 an hour under pres- 
ent conditions or within the foreseeable future. My colleague will dis- 
cuss with you briefly our interest in the agricultural processing and 
handling exemptions which were designed to protect the farmer from 
the increased costs that industrial wage standards would place on the 
farmer if our ginners, warehousemen, etc., have to pay $1 an hour. 
After all, they can’t pass on the increased costs to anyone except the 
farmers whose cotton they handle. 

L appreciate the opportunity of appearing before this committee. 

Mr. Ketiey. What is the average wage now paid by the farmers 
of Tennessee for a farm laborer ? 

Mr. Winner. Between 35 and 50 cents an hour, sir. 

Mr. Ketiey. And, of course, that depends on the season. 

Mr. Witper. That depends on the season, and also how many hours 
they generally work. 

Mr. Keuiry. Yes. 

Mr. Wiper. During the heavy part of the season they work 7 hours 
a day, 6 days a week. 

Mr. Ketiey. What is the average sized farm you speak of ? 

Mr. Wiper. The average sized farm in Tennessee—there are a few 
large farms in Tennessee. And the majority of the farms in Tennessee 
are relatively small, 100 or 300 acres. 

Mr. Ketiey. Family-sized farms? 

Mr. Winper. A lot of them; yes. 

Mr. Ketiey. Are you speaking for them or the large farms? 

Mr. Witper. I am speaking for both, sir. I think it would present 
a difficulty. I do not think it would be possible even on the large- 
sized farms, and certainly not on the family-sized farms. 
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Mr. Ketitry. Do you have absentee ownership 

Mr. Witper. Some of it is; yes. But not in the large, sir. 

Mr. Keuiey. Mr. Roosevelt ? 

Mr. Roosrvetr. Did you say the large farms were not absentee 
owned ? 

Mr. Wixper. I said some of them were; but in the large they are 
not, sir. We do have some absentee owners. 

Mr. Rooseverr. What would you say was the largest sized farm in 
Tennessee ¢ 

Mr. Wivper. The larger farms would run, some of them, to 5,000 
acres. That would probably be as large as any. Then that runs 
down to 1,500 and 2,500. 

The primary cash crop of west Tennessee is cotton, and they have 
10 percent of the cropland now in cotton. 

Mr. Ketiey. They are industrialized farms, with 5,000 acres; are 
they not ? 

Mr. Wiper. They are not, sir; not yet. The trend is toward that 
end. But right now we still have a lot of people on the farms, people 
that are old people, and we have relatively few young people on the 
farms. 

Mr. Ketiey. What is the average age of these employees on the 
farm? Yousay there are a lot of old people. 

Mr. Wiper. I would say close to 60, sir. And you have a few 
around 30. And very few under 30; very few. 

Mr. Keizer. On the farm, 60 is not so old. 

Mr. Wiper. Well, they retire at 65 now. 

Mr. Roosevett. Would you not think that it would help the situa- 
tion, however, if, on a farm large enough to have a tendency to become 
an industri: lized activ ity, the law applied to that type of farm ¢ 

Mr. Wixper. I don’t think, sir, in Tennessee there is a farm that. at 
present, with the limitation on cotton acreage—I don’t think there is a 
farm that could pay those wages and make a profit. Of course, there 
is a present limit on cotton, and we have not been able to find anything 
that would replace cotton in Tennessee. 

Mr. Roosrvetr. Is your colleague going to discuss the agricultural 
processing and handling, or just file his statement ? 

Mr. Wiper. He will just file it, sir. 

Mr. Roosevetr. There is one statement you make in your presenta- 
tion here that I would like to clarify. 

You say: 
they can’t pass on the increased costs to anyone except the farmers. 


I do not quite understand that. Why can he not pass it on up the line 
rather than down the line? 

Mr. Burorp. Well, I would say this: The cotton you just sell for 
what it is worth. And in our particul: ir section we buy the cotton, 
and, of course, we have to take what it is worth. And it is highly 
competitive. We have to pay what it is worth. And for that reason, 
if there is any increased cost, it goes to the price of ginning. There 
is no other way around it. 

Mr. Rooseveir. Do you think the ultimate consumer of cotton goods 
has received a lowering in the price of the cotton goods in proportion 
to what the farmer has received for the crop that he raises ? 

Mr. Burorp. The consumer of the cotton goods? I rather doubt it. 
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Mr. Roosrvetr. In other words, my point is that it seems to me that 
the problem here is really how to get the farmer more for his basic 
crop, and that there is not really any harm in whatever balancing of 
the scale up the line is concerned. Somebody is probably making more 
than he should up the line any how, and I do not know which one it is. 

Mr. Burorp. Of course, the ginners are handicapped by the fact 
that their volume is cut, you might say, in half. And the expense is 

yractically the same. They have to keep the same amount of men 
to operate the gin as they did when we had full volume. It costs you 
more per bale to gin cotton, naturally. 

Mr. Lanprum. And there is only one man to pay for that; the man 
that grows the cotton. 

Mr. Burorp. It works back to him. That is right. bie price of 
ginning has been raised over the last few years, I would say, 25 percent. 

Mr. Lanprum. You made the statement that he produced that cotton 
and sold it for what it was worth. Could we not agree on something 
like this: that he produces it and sells it for what he can get ? 

Mr. Burorp. Well, he usually gets what it is worth. 

Mr. Lanprum. I do not see how that could be. I ama farmer, too. 
But the trouble with the farmer today is that he has to take what 
he can get for his commodity. And when he goes to buy that back 
in its manufactured form, he is told what he as to pay for it. 

Mr. Burorp. Oh, yes. Of course, that is true. 

Mr. Lanprum. Now, that cycle is going around. Now, of course, 
I understand when you talk about price supports and things of that 
sort. But the American farmer today, and particularly the ‘American 
farmer that you people represent here today, the small American fam- 
ily-type farm, is just about out of existence. 

Mr. Burorp. That is about right. 

Mr. Lanprum. You asked how many hours they work. They work 
from “can’t see to can’t see.” And they pay for the picking of cotton 
at a rate that is probably in excess of what that person picking that 
cotton could make about five times. 

Most of the people you get working on a farm are not skilled, ex- 
cept where you have your family farms with members of the family 
working. 

I am quite sympathetic with the farmer. 

Mr. Roosrevetr. Mr. Wilder, would there be any farmer in Ten- 
nessee, large or small, cotton farmer, ee exceeded 10,000 acres ? 

Mr. Wirper. That exceeded 10,000 ? I don’t believe there is, sir. 
In fact, I think the largest cotton allotment in Tennessee is some 
490 acres. It was 2 years ago. That would indicate that it is less 
than that amount. 

Mr. Roosrvett. So that, if the committee were aiming at doing 
something for the truly industrialized farm, if the figure was care- 
fully arrived at on a large enough basis, it probably would reach it 
without hurting the type rot thing that you are talking about ? 

Mr. Winner. Y es, sIr. 

Mr. Ketiry. Thank you very much, gentlemen. 


89327—57—pt. 1——71 
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(The statement of Mr. Buford is as follows:) 


STATEMENT OF M. LESTER BUFORD IN BEHALF OF THE TENNESSEE AGRICULTURAL 
COUNCIL ON PROPOSED AMENDMENTS TO THE FAIR LABOR STANDARDS AcT 


My name is M. Lester Buford. I live in Crockett County, Tenn. I am a cotton 
farmer and ginner in that area. I represent the Tennessee Agricultural Council, 
a nonprofit service organization composed of producers of Tennessee. 

I would like to point out to the committee the effect of extending coverage of 
the minimum-wage law to ginners and other first processors of agricultural 
commodities. But, first, I want to review briefly the legislation to this time. 
The intent of Congress in the act of 1938 was just as plain as it could be. First 
processors of agricultural commodities were to be exempt, the reason being 
that these processors could not absorb this increased cost but rather would have 
to impose them directly on the farmer. That is true to the same extent in our 
area today, and it has been exaggerated because of the limited acreage in our 
area, thereby increasing the per bale cost of ginning. To impose minimum wages 
on gins with a limited volume would further increase their cost of operation, 
which would have to be passed on to the farmer, who finds himself in the most 
precarious econome condition in the history of our time. Gentlemen, we farmers 
are really in a squeeze. 

The intent of the Congress has been seriously eroded during the years, with 
the definition of area of production forcing under coverage many ginners and 
others who have had no alternative but to pass the increased costs on to farmers. 
Fortunately, some of us are not now covered, and I am bere to ask not only that 
we not be covered, but also that legislation be passed that would remove from 
coverage others who because of their locality have been forced to pay the pre- 
vailing minimum. 

I mention the reduced acreage in our area. Our allotments in Crockett County 
have been reduced from 54,000 to 27,000 acres, thereby reducing the county's 
income from cotton by $4 million. In other words, our income has been cut in 
half since 1953, and cotton represents 75 percent of the overall income in this 
county. The thing that makes this so hard is the fact that our cost of operation 
is already approaching our gross income, and in a number of instances is higher 
than our gross income. 

The gin business is a seasonal operation and highly affected by weather 
conditions. Not only does one operate only a few months in a year but, during 
the period of operation, finds that his plant is idle on rainy days as well as 
other times because of reduced volume which has resulted from drastic acreage 
cuts. This, however, does not cut down on the number of employees of the gin, 
due to the fact that a given number is required to gin a bale of cotton, who have 
to be on standby during idle periods. 

The gin help is usually nonskilled labor, with exception of 1 or 2, who are 
paid as skilled laborers. About all our help works during the dormant season 
as farm help. 

What I have said holds true not only of the ginning business but also all other 
first processors of farm commodities. 

Under the present law, those gins and first processors which are located out- 
side the area of production are being forced by competition to pay minimum- 
wage scales, this definition of the area of production being dependent upon the 
geographic location of a gin to a town. It is to be understood that these gins by 
necessity have to pass all increased costs on to the farmer. For this reason, we 
oppose any mandatory overtime payment to these employees. As pointed out 
earlier, a gin employee does not work regularly, as he would in a factory, but 
rather often sits idly by during the daylight hours, having a heavy influx of 
cotton at night. This is the very nature of the gin business. Therefore, overtime 
would greatly increase the cost of ginning a bale of cotton, which would directly 
cut down on the amount of income the farmer now enjoys. 

In asking for a change in the law to clarify area of production and exempt 
from coverage the first processors and handlers of cotton and other farm com- 
modities, we support the language of the Stennis bill. It would cause every 
county growing cotton or other agricultural commodities on a commercial basis 
to be exempt. We urge your support for this type of clarifying language. 

The kind consideration shown us and the Tennessee Agricultural Council, we 
deeply appreciate. 
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Mr. Hussey. Mr. Chairman, the final witness for the day i is Admiral 
LeSauvage, of the National Restaurant Association, and Mr. 


Daugherty. 


STATEMENTS OF GEORGE R. LeSAUVAGE, CHAIRMAN, GOVERN- 
MENT AFFAIRS COMMITTEE, NATIONAL RESTAURANT ASSOCIA- 
TION; AND HOWARD DAUGHERTY, DAUGHERTY’S RESTAURANT, 


LAKE CHARLES, LA. 


Mr. LeSavvace. Mr. Chairman and gentlemen of the committee, I 
am asking permission of the House committee to file my statement for 
the record. It is a ver y long statement. It would take a long time 
to go over. And there is, in ‘addition to my statement, the st: itement 
of Mr. Stanley Tyks, of Skowhegan, Maine; Laurence J. Cross, of 
Boston, Mass., and Dolly Longino, of Atlanta, Ga. 

Now, those last three have “largely to do with the position of the 
small ope rator and the matter of whether or not he will be affected by 
any minimum wage for the larger operators. 

Mr. Ketiey. We do not have > those other two, do we? 

Mr. LeSavvaace. Yes; we have filed them. I am not going to read 


those. 
Mr. Ketuy. I know. You want to include them in the record. 


(The statements referred to are as follows:) 


STATEMENT OF GEORGE R. LESAUVAGE 


Mr. Chairman and gentlemen of the subcommittee, my name is George R. 
LeSauvage. I am actively engaged in the restaurant business. I have served 
on five New York State industry minimum-wage boards. I am chairman of 
the Government affairs committee of the National Restaurant Association. Our 
association represents 70,000 restaurants in the United States, and, in addition, 
65 State and local restaurant associations have authorized us to represent them 
in national matters. Therefore, I am appearing before you on behalf of 190,000 
restaurants which do about 80 percent of the total dollar volume of business. 
Included in this group of restaurants is very conceivable type of food service; 
table service, counter service, cafeteria, drive in, in-plant food service, depart- 
ment stores, variety stores, drugstores, food facilities in national parks, just 
to name a few. Of this group, 90,000 are small-business establishments consist- 
ing of single restaurants doing an annual dollar volume of business of less than 
$100,000 a year. 

CAUSE AND EFFECT 


As individual businessmen, and as an association, we are vitally concerned 
with the proposed amendments to the Federal wage and hour law you are con- 
sidering. We have made an objective study on this problem and look at it not 
only from the standpoint of the impact on our industry but of the impact on the 
economic condition of our country. If the retail and service exemption, exempt- 
ing retail and service establishments, as it now exists, is expanded, the immediate 
effect would be (1) decreased employment, (2) increased menu prices, and (3) 
speedup of the inflationary spiral. 

While these are three separate results, they are entwined and cannot in reality 
be separated one from the other. They constitute a vicious circle and are 2s 
inevitable a result of extended coverage of the Fair Labor Standards Act as the 
unique characteristics of the business itself are inevitable. 


THE PRETENSE OF SMALL-BUSINESS EXEMPTION 


Many of the bills on which your committee is holding hearings now purport 
to exempt the entire group of small-business establishments from the proposed 
extended coverage of the Fair Labor Standards Act. Yet these owners and 
small-business men are perhaps even more concerned than the larger estab- 
lishments in our field. They know from past experience that they will by the 
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nature of things be forced to meet the standards of the proposed laws. This 
would be an untenable position for them, but one that is completely unavoidable. 
They know that bills which seem to concern only the larger outfits are unrealis- 
tic—that such bills give lip service only to a concern for small business. They 
know that it is not morally or intellectually honest to pretend to cut our field 
into segments—for what affects one segment inevitably affects another—because;: 

(1) All restaurants draw from the same labor pool. 

(2) Cost factors in our business are constant regardless of the size of the 

operation. 

The 1988 act very wisely exempted “any employee engaged in any retail 
establishment—the greater part of whose service was in intrastate commerce. 
This is just as sound thinking today from both a constitutional and economic 
principle as it was in 1938. 

FAIR COMPETITION 


Fair competition was the basis of the original law as it was passed in 1938. 
If we assume that this is still one of the bases, then at the outset we establish 
the need for continuing the restaurant exemption. This is 1 business where 
competition is not between 1 company and another in the same field. Our 
competition comes instead from the housewife and her family budget, and from 
the widespread increase in frozen food and frozen complete dinners produced 
and merchandised on a low-cost mass production basis through supermarkets. 
No possible definition of competition encompasses the situation in our industry. 
Two restaurants even though they be across the street from one another are 
not necessarily competitive. One may be a cafeteria, while the other offers 
continental meals and full and lavish service. Their clientele, day in and day 
out, is entirely different. 

INVASION OF STATES RIGHTS 


This is but one of the many variables that make it not only unwieldy but im- 
possible to establish one wage law to cover all. Here, if ever, is a business that 
is so local in character that individual States in establishing minimums have 
invariably set 1 minimum for service workers, 1 for nonservice workers, an- 
other for 1 city within the State and still another for a village or hamlet. To 
attempt to federalize legislation of this sort is not only unrealistic, but consti- 
tutes a dangerous precedent of invasion of the rights of each State to determine 
for itself the conditions and laws regulating business within that State. Cor- 
porate structure and dollar volume are not the keys here. The key lies in the 
strictly local character of each restaurant operation regardless of its bookkeep- 
ing and recordkeeping method. 

Further, the very basis of the law which assumes that dollar volume or 
number of units can establish a business status in interstate commerce is highly 
questionable. Restaurants do not affect the flow of commerce and are not com- 
petitive across State lines. In the matter of wage structure, the variables that 
affect restaurant wages have not even been taken into consideration. The mat- 
ter of uniforms furnished and laundered by the employer, the question of tips, 
the value of meals, are not only variables from the norm in other industries, 
but variables within the industry. State minimum-wage boards who are cer- 
tainly closer to the local situation have given varying values, and rightly so, 
to each of these benefits inherent in restaurant employment. They are the only 
groups who could hope to estimate local situations. To place this on a Federal 
level would compound not only confusion but bureaucracy. 


DISRUPTIVE PRESSURES AND BUMPING EFFECT 


Should the act be amended to take jurisdiction of any local retail or service 
establishments restaurant costs of doing business and menu prices will imme- 
diately skyrocket. Many of our employees are currently receiving over the 
minimum wage. They hold a sensible wage differential over the service people 
who may be below the minimum due to the variables affecting their income. 
if we are now forced to pay service people the minimum, we must automatically 
hold that wage differential and give nonservice workers an increase, too. This 
is the first inflationary step. 

In some cases, where a union contract has already set the nonservice wages 
above the minimum, it may be argued that these contracts would hold and our 
argument not be justified. This must be rejected. It is axiomatic that when 
minimums are increased they exert an escalator effect on going wage scales. 
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Indeed, this is the very effect hoped for and has been so stated publicly as the 
position of the Hotel and Restaurant Employees and Bartenders International 
Union. I quote directly from their official organ, Catering Industry Employee, 
which says, “It appears that the higher the legal minimum is, the higher the 
wages which we can bargain from our employers. * * * We still hope to secure 
coverage for our industry under the Fair Labor Standards Act. * * * Having 
this there can be no doubt that for the members of our union we will be able to 
negotiate better wages.” This is the inflationary threat exposed. 


THE WINDFALL EFFECT 


The average business organization when it faces increased costs may pass the 
purden along at several layers of our economy. This is not the case in our field. 

Goods that reach our premises are converted on the premises into salable 
items which are sold and consumed on the spot. There is only one place where 
we can pass on the increased cost; this is at our one point of sale—to Mr. and 
Mrs. Public who eat in our establishments. It is Mr. and Mrs. Public who will 
eventually pay the bill for the proposed increase. 

Service employees of restaurants or those receiving tips generally receive less 
than $1 an hour wages from the employer. Their tips make up the greatest 
portion of their income, and wages plus tips are substantially above $1 per 
hour. If an employer were required to raise the wages he pays service employees 
and thereby proportionately increase other nonservice employees, wages, it would 
require him to pass these increases on to the consumer in the form of higher 
menu prices. One restaurant operator whose establishment employing 18 people 
is located near Washington, has analyzed the immediate effect of the proposed 
legislation on his business. He reports that the bill would mean an increased 
wage cost to him of 50 percent. This in dollars and cents is nearly twice what 
the business earned last year. This man goes on to say that to meet this added 
cost, he would have to increase menu prices 25 to 35 percent. 

On the basis of current operating figures of a group of typical restaurant com- 
panies, it is reliably estimated that this 25 percent to 35 percent increase would 
be national and immediate in all classes and types of restaurants. 

In raising menu prices to meet increased costs of doing business, it is not 
customary in the industry to make the adjustments over the entire menu. 
Usually it is the practice to ascertain how much additional income is needed, 
and then obtain this additional income by raising the selling prices of popular 
items such as coffee, potatoes, hamburgers, or those items which would have an 
immediate effect on a cost-conscious customer. 


CUMULATIVE INFLATION AT THE POINT OF SALE 


This menu increase was arrived at on the basis of the proposed minimum wage 
only. It does not take into consideration increased costs in material that will 
be felt by the restaurant businesses as other retail, farm, and service organiza- 
tions who supply the restaurants are also forced into price increases due to the 
new minimum. 

One restaurant man, employing 18 people, had this to say about the overall 
effect of the minimum wage on his establishment : 

“While I am contemplating these price changes, the small businesses that 
supply me with such essentials as paper, china, glassware, silver, detergents, 
staple goods, cooking equipment, maintenance service, are also contemplating 
their price changes. It is very unfortunate to the restaurant operator that in 
this chain of sales and distributions, he is the last man to handle the goods 
before it reaches the consumer. In fact, in the restaurant business, the goods are 
manufactured, sold and consumed on the premises. All of these costs due to 
rising prices compound themselves upon reaching my business. * * * The dine- 
out public who buy their meals in the popular-priced food market will not patron- 
ize an establishment that increases at this rate. Regardless of what my justi- 
fication might be, the customers feel outraged at having been asked to pay price 
increases of this size.” 

This is another inflationary step—one that would be felt by every single man 
and woman who eats out. One organization alone serves 40 million meals a 
year: every one of their patrons would feel the pinch. Forty million times each 
year the inflationary effect of increased menu prices would be felt by Mr. and 
Mrs. Public in a comparatively small geographical area. As 70 million people 
dine out each day, this impact would be felt by that many people immediately. 
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RETURN OF THE LUNCH BUCKET 


Still another vital area that would be affected by such price increases is the 
working man and woman who eats daily in the cafeteria or dining facilities pro- 
vided by the company for which they work. There is an ever-increasing tendency 
to provide this “business feeding or inplant service.” Sometimes this is simply 
an added benefit for the employees. On other occasions it is a real necessity for 
the workers due to the location of the plant or offices in rural or suburban areas 
where restaurant facilities do not exist. The inplant operator will face exactly 
the situation of increased costs as outlined. So the people affected by this in- 
crease will be the men and women serviced by these inplant operations. It will 
not be long before these workers will be requesting appropriate wage increases 
to meet the new pressure on their weekly wages. And so the inflationary spiral 
grows. 


STATE OF THE UNION 


That inflation is a very real danger at the present moment comes to us from 
the President’s recent state of the Union message. These direct quotations from 
that statement are worthy of serious consideration in connection with this pro- 
posed legislation : 

“This danger requires a firm resolution that the Federal Government shall 
utilize only a prudent share of the Nation’s resources, that it shall live within 
its means, carefully measuring against need alternative proposals for expendi- 
tures. * * * But the Government’s efforts cannot be the entire campaign against 
inflation. * * * I urge leaders in business and in labor to think well on their 
responsibility to the American people. * * * Business in its pricing policies 
should avoid unnecessary price increases especially at a time like the present. 
* * * If our economy is to remain healthy, increases in wages and other labor 
benefits, negotiated by labor and management, must be reasonably related to 
improvements in productivity. * * * Wage increases that outrun productivity 
* * * are an inflationary factor.” 

And certainly the proposed legislation brings into existence wages that outrun 
productivity. 

PRODUCTIVITY IN THE RESTAURANT BUSINESS 


Productivity in the restaurant business is not like productivity in any other 
field. It cannot be increased beyond a certain very definite point. The situa- 
tion of our industry is simply this. We must be open for very long periods of 
service in order to satisfy the demands of our customers and to conform to the 
eating habits of the American people—habits which cannot be changed by legis- 
lation. This means simply that we need a full complement of workers at peak 
service periods and less than a full complement during long hours of the day. 
During those quiet periods our workers stand by. They are not, cannot be, pro- 
ductive. There is money going out in payroll—nothing coming in to the cashier’s 
desk. There is, of course, an answer to this—the split shift. But this is some- 
thing we would like to avoid and certainly something that the workers want to 
avoid at all costs. 

Further, we must have a full force every day in the expectation of business. 
Yet if the weather turns bad, we have no business. I know of one operator who 
had a full force of 100 men and women at work at a seashore restaurant. The 
weather turned cold, rainy, and blowy, and although under the terms of his 
agreement with the resort management he had to keep open in case anyone should 
want service, he did not actualy have one single customer during an 8-hour 
period. Productivity was nonexistent—throngh no fault of the operator— 
through no fault of the workers. 

Nor can we increase productivity by automation in our industry. No machine 
has yet been invented to replace the waitress, the busboy, the cook. 

There is, of course, a type of automation—the vending machine. They are 
operated with a bare minimum of service and are a definite depressant to 
employment within our industry. 


KEEPING EMPLOYMENT HIGH 
One more word about inflation. The Fair Labor Standards Act was originally 


passed during a time of depression and a large labor market. Today’s labor 
market is a tight one. It was the hope of the original law to spread employ- 
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ment. ‘Today’s employment is at an alltime high; the vast majority of employ- 
able people are hard at work. Now, in the face of this employment situation, 
in order to meet the hours of service required of a restaurant by the public, 
many of our people work overtime. This will have to continue in many parts of 
the country. And thus the effect of the legislation will not be to raise the wages 
of a great many workers but to provide windfalls in high overtime pay for a 


few. 


And speaking of the labor market, it is here that the pinch would come on the 
small business, the individual owner. He draws his help from exactly the same 
source as does the chain or larger organization. If Mr. Chain is paying the 


minimum of a dollar, Mr. Small must pay it, 


too, or he will not get any help 


or at best inefficient, substandard help. That is where competition does enter 
the picture—and in direct opposition to the aim of the law, which is to create fair 
competition, the loss of exemption would create entirely unfair competition. 


CURTAILING OF EMPLOYMENT OPPORTUNITIES 


Further, our business currently employs many men and women and young 
adults who cannot find employment—suitable employment—in any other field. 


Because work in our field only rarely requires 


specific education, many people 


are able to make a living in it who would otherwise be unemployable. There 
are two large groups currently in our industry who would be adversely affected. 
These are the older people who have retired on small incomes provided by in- 
dustrial or governmental pensions, and the youngsters in schools who are able to 
put themselves through college or to take other advanced work with the aid of the 
money they make in part-time employment in our field. 

Pensioners whose income is fixed are adversely affected by today’s rising cost 


picture and more and more have turned to us 


for assistance. Fortunately be- 


cause of our ability to use untrained people and the fact that we may pace our 
work to their lessened capabilities, we have been able to help many people, who 
would otherwise become public charges, to maintain a decent standard of living 


and to feel of use to the community. 


As for the youngsters, we have only to look about us in almost every pro- 


fession to discover successful men and women who were able to get an education 
by working in our business. Again, training was unimportant, and hours could 


be arranged for the convenience of the student. 


The average of two meals fur- 


nished free of charge every day plus tips added to the basic salary fills a very 


real need in the lives of many students. 


Yet forcing us to pay the minimum wage will virtually eliminate the possibility 
of our employing either of these two groups of people. If we must pay the higher 
rate we must get dollar for dollar as does heavy industry. We must insist on 
trained people who plan to make a full-time career of our industry and who can 
work at a quickened pace. We will be forced to find ways and means to eliminate 
these marginal jobs, and we will dump on the job market a group of people who 


simply will not be able to find other work. 


THE WIDESPREAD IMPACT 


The influence of the restaurant field on economics is wider than would appear 
at first glance. Not only are inflation and decreased employment a certain re- 
sult of the proposed legislation, but the buying power of the restaurant business, 
curtailed by the increased costs of the legislation and the consumer resistance 
to advancing prices, would affect many other areas of our economic structure. 
Notable in this affected group would be the farmers of America. It is interesting, 
and vital to the question here, to note that although the restaurant business’ 


annual sales account for only 4 percent of the 


gross national product, they ac- 


count for exactly 26 percent of all the food consumed in the entire country. In- 
creased costs to the consumer will mean decreased use of food by the industry 
that will be felt immediately by the food-producing farm areas right straight 
across the country. Further, our business, by inventive menu planning and 


modern merchandising methods, has been able 


to help move some of the farm 


surplus items. There would be a noticeable drop in this contribution, too. 


THE VICIOUS CIRCLE 


Here again we have evidence of the vicious circle ever widening from the neces- 


sity of increasing costs and the inflationary rise 
and the subsequent decreases in employment. 





in prices to the loss of patronage 
Even cutting the number of em- 
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ployees would not help in many instances, for our business as a whole is up 
against a very different profit picture right at the moment than are other indus- 


tries. 
ECONOMIC STATUS OF OUR INDUSTRY 


The national average profit in our business runs only between 1 and 3 percent, 
A slim margin, indeed, and one which may have been found inadequate. Witness 
that 1956 was the most critical year for our business since 1941. By actual 
record, 1,149 restaurants actually were forced into bankruptcy proceedings with 
a resulting loss to creditors, and it is reliably estimated by a leading financial 
statistical house that these “legal failures” represent only 2 to 5 percent of the 
total number that were actually unable to continue business because they had 
for so long operated in the red that their owners could not continue. It isa 
matter of record that of the total number of restaurants which start operation 
in a given year, 50 percent fail in 1 year, and of the total number inaugurated 
in any 5-year period, some 66 percent fail. 

The reasons for this situation are many. The increasing costs of materials is 
ene. Another is the increasing tendency to suburban shopping areas where most 
of the shopping center restaurants are those of large chain operations. They 
are draining off revenue from the small restaurant man. Further, the new road 
system and throughways that route transient traffic around towns and villages 
are siphoning off still more. Nor can he hope to recover this by opening on 
the throughway as in every known instance throughway contracts are awarded 
on the assumption that hundreds of miles will be serviced by one management 
requiring chain operation, or even in some cases, Government or National Parks 
Department operation. 


LEGISLATING SMALL BUSINESS OUT OF EXISTENCE 


During recent years there has been a trend of consolidation and mergers. 
Smaller companies are going by the wayside or have consolidated with multiunit 
operations. The restaurant industry primarily is small business and a fine 
example of free enterprise. If costs of operation become too big, a burden for 
the small operator, he will either cease doing business or be absorbed by the large 
multiunit concern. As the restaurant industry is a highly personalized service, 
this seems to be a most undesirable trend. 

So once more the single operator is taking it on the chin, in this direction. 
Compound his problems by increasing his labor costs, and you have really put 
him in a vulnerable position, dissipating still more of that narrow margin 
of profit. 

THE GREATEST GOOD 


Surely the intent of any well-made Federal law is for the greatest good of the 
greatest number of people. A sane and reasoned examination of our situation 
will show that only by continuing our exemption under the Fair Labor Standards 
Act can the greatest good for the greatest number be achieved. Encouraging 
inflation, increased prices, and decreased employment—the inevitable results of 
the proposed legislation—cannot be twisted by any befogging of the facts to be 
classified as the greatest good. It becomes a clear-cut case of robbing Peter 
to pay Paul—of establishing false standards, of creating unfair competition 
in the labor market, and of burdening an already overburdened business on 
which the firm foundation of much of our national economy rests. 

When the Fair Labor Standards Act of 1938 was amended in 1949, Congress 
clarified the various exemptions and selected wording in the act so that business 
people knew exactly where they stood with reference to the Federal wage and 
hour law. Because of ambiguities in the language of the original wording, there 
were some adininistrative departures from congressional intent. Any change 
in the act as it now stands would again create the confusion and doubts which 
existed prior to the 1949 amendments. 

The restaurant industry wants to prevent raising menu prices and contributing 
to the inflationary spiral; it wants to keep employment at a peak level. In order 
to maintain these objectives, we recommend that the exemption to retail and serv- 
ice establishments under the present Fair Labor Standards Act be continued and 
that no amendments be made to the existing law. 
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STATEMENT OF LAURENCE J. CROSS 


Mr. Chairman and gentlemen of the subcommittee, my name is Laurence J. 
Cross, owner and operator of Cross’s Restaurant, Franklin Street, right in the 
center of Boston, Mass. About 99 percent of my business is at a fountain and 
counter and I have a few tables—a total seating capacity of 125. I have 40 
employees, 14 of whom are service employees. We are open for breakfast and 
lunch from 8:30 to 5:30—514 days a week. 

Our big problem, if the proposed legislation came about, would be to cut service 
to the bare essentials. We'd have to because as sure as you force me to pay $1 an 
hour to my people who are now below that, I'll be asked for a corresponding 
increase from those who are already over that. They’d be crazy if they didn’t 
ask. 

And if you gentlemen tell me that because I’m a small operator I’m exempt and 
wouldn’t have to pay the minimum, let me tell you that I’d have to meet the 
minimum or I'd have no help at all. There are a lot of operators in and near 
Boston who would come under any one of the bills you are considering—and 
when one half of the city pays a wage the other half has to follow. 

Of course, in the end it wouldn’t be me who did the paying, it would be my 
eustomers. I serve bank and insurance employees who are on fixed weekly 
salaries and they can’t take the 26 percent menu price increase I’d have to make 
to meet the proposed minimum and the bumps upward on the rest of my payroll. 

As the chairman, Mr. Kennedy, knows, we have a labor board in our State 
and a minimum-wage law. They know what workers need in Massachusetts 
better than anyone outside the State or on a National level. They review the 
law regularly and they just finished settling this away. Our minimum there is 
so high right now that it has already eliminated jobs for people that can’t give 
a dollar’s worth of work for a dollar paid. I don’t hire anybody who isn’t a 
good, fast, efficient worker. Why should I when I have to pay the same price 
as the fellow that can get a full day’s work? 

This proposed legislation is going to give a lot of extra money to people who 
are already well above the minimum, it’s going to take jobs away from a lot of 
people and it’s going to take a big bite out of the fixed income of a lot of work- 
ing men and women. It’s going to take me into a higher cost bracket whether 
you name my name or not, and I’m against it. 

I ask you to keep the wording of the present law and retain the retail and 
service exemption. 


STATEMENT OF STANLEY TYKS 


Mr. Chairman and gentlemen of the subcommittee, my name is Stanley Tyks 
and I operate Gene’s Restaurant and Catering Service in Skowhegan, Maine. 
I am a past president of our local chamber of commerce, Rotary, and of the 
Maine Restaurant Association. I have also had the honor of serving President 
Hisenhower at the home of our beloved Senator Margaret Chase Smith. 

We in Maine know that this committee is confronted with a very important 
decision, regarding the amendments to the Federal wage-and-hour law. It is 
my desire as a small operator to help you reach a proper decision. 

It is quite apparent that the people of Maine, in general, are very much 
disturbed with this proposed measure. We have already seen what took place 
with some people, who were affected by the Federal wage-and-hour law covering 
interstate commerce. Those who were unable to produce more work to offset 
the increased wages, were discharged. Fortunately, intrastate retail and service 
establishments were able to absorb many of these employees because they could 
pay according to the employees’ ability to produce. Thus, intrastate commerce 
created employment for these people and they did not find it necessary to seek 
community aid. 

At this time, I would like to present three examples from my restaurant, 
which are typical throughout our State, and especially within the restaurant 
industry. 

A few years ago, I hired a 55-year-old man who was discharged from factory 
work because he was unable to produce the amount of work necessary to com- 
pensate for the increase in salary under the Federal wage and hour law. This 
man is doubly handicapped. He is illiterate and has one leg, so he cannot work 
constantly without some rest. I am now paying this man $40 per week plus 
meals for a 48-hour week and he is very happy with his job as sanitary tech- 
nician. If I had to pay this man more money, I would have to replace him with 
someone who could be of more all-round value to our organization. 
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Example No. 2 represents a 56-year-old widow that I hired as a cashier several 
years ago. At that time, she was retired as a telephone operator, on partial 
pension. Because of her limited experience, finding a job was not easy. Our 
business did not and does not require a second cashier. However, because I 
wanted to be relieved of this responsibility, I hired her. With the $30 per week 
which I am paying her, plus meals, and a telephone pension, she is free of financial 
worries. 

My last example, and most important, is as follows: 9 months of the year I 
employ approximately 18 people. For the other 3 months, or during the summer 
season, I employ about 42 people. Therefore, I find it necessary to get as many 
experienced people from out of State as possible, because most of our experienced 
natives are already gainfully employed when our season opens. 

Last year I was able to get only 8 experienced employees from out of town 
and out of State. The other 16 employees were college or high school students 
with little or no experience. Youngsters like this must be trained, require more 
supervision, and consume twice the amount of food as required by adults. 
Actually, 7, experienced, adult employees could produce the same amount of 
work, with less confusion, than all of the 16 teen-agers. Last year I paid these 
youngsters an average of $24 per week plus meals. If I had to pay them accord- 
ing to the proposed minimum wage measure, it would have increased my payroll 
for the season by approximately $4,600. Adding an increase for the 2 employees 
mentioned earlier, would have brought the total increased sum to about $6,000. 
This would increase my menu prices by about 20 percent and I am sure that 
many of my customers would find it necessary to eat at home again. 

Gentlemen, I know that some of the bills you are considering, specifically say 
that a place like mine will not be covered by the law. Legally that might be so. 
Practically, it will not be. I had a hard enough time getting seasonal help last 
year. If the amendments pass, I couldn’t hope to offer less than the minimum 
and get anybody. Ill haye to pay. So I urge you to make no changes in the 
retail and service exemption. It is vital for the economic health of the small 
operator that this exemption be kept. 

Thank you for listening. 


STATEMENT OF Dotty LONGINO 


Mr. Chairman and gentlemen of the subcommittee; My name is Dolly Longino. 
I operate a restaurant known as Longino’s Luncheon (formerly Black’s Tea 
Room), located at 29 Forsythe Street, Atlanta, Ga., a small restaurant in the 
heart of the city of Atlanta, and one of the oldest in that city. It is a table- 
service restaurant with 250 seats. My restaurant is only open for the luncheon 
business from 11 o’clock to 2 p. m. I employ approximately 42 people in the 
following categories : 15 waitresses, 4 bus boys and 3 clear girls, and 20 helpers, 
cooks, dishwashers, and preparation people. I pay the waitresses $1 in wages 
for working from 11 to 2 o’clock during the luncheon period ; each of them serve 
from 30 to 40 people at noon, and average from $3 to $4 in tips, or an average of 
$1.25 per hour in tips alone. Ten of my employees receive 75 cents an hour, and 
the remainder receive 85 cents per hour. In addition to these cash wages and 
tips, my employees receive 2 meals if they serve full time, and the waitresses re- 
ceive 1 meal. During the noon luncheon period we serve from 400 to 450 cus- 
tomers. These customers are equally divided between men and women, and most 
of the customers are employed by newspapers, insurance companies, banks, the 
cotton-goods industry and other typical business from this area. My luncheon 
prices range from 85 cents to $1.25. The average check is 95 cents. 

As a small-restaurant operator I am greatly concerned about the proposal to 
bring retail and service establishments under the Federal wage and hour law. 
I know that many of the bills now before you state that they are only bringing 
in the large operators, and we are told that small operators are exempt. If 
the Federal wage and hour law were amended so that it brought any of the 
retail and service industries under this provision, then all of us are covered in- 
directly, and we know that it would be only a question of time before we would 
be covered directly. At any rate, we would have to compete for labor with the 
larger operators who would be under the act, so that we would have to meet their 
rates. To show how we are affected indirectly let me give you an experience 
which just happened last week. Two of my waitresses came to me and said: 
“You are not complying with the wage and hour law. We are supposed to get 
adollar an hour. If you don’t start paying us a dollar an hour, you are going to 
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be forced to do it.” No doubt this occurred because these employees had read 
about the Federal wage and hour law requiring $1 an hour in interstate business 
and wrongfully concluded that they would be entitled to this same hourly wage. 

If I were required to raise wages for any employees, any raise I gave would 
have to be reflected in increased menu prices. Because of increased costs of 
doing business, I recently had to raise some of my prices 5 cents. I immediately 
ran into customer resistance as many of my patrons told me that their budget 
would not allow them to pay any more for their luncheon, and they would have 
to start carrying their own lunches. If I were required to increase my wages, 
I would immediately have to raise my menu prices approximately 20 percent. 
J can’t offset this by decreasing the number of employees for, although I am open 
for 3 hours a day, the bulk of my business is done within an hour and my present 
staff is handling all that they can. 

As asmall-restaurant operator I do not think the restaurant business should be 
brought under the Federal wage and hour law, and I know that if you change 
the law to bring only the big ones under this law, I am immediately confronted 
with the increased rate and it would be only a question, of time before I am 
directly under the law. 

Thank you, gentlemen, for the opportunity to appear before you. 

Mr. LeSavvace. I will see that they are available for the record. 

And I would like to make a final suggestion, that the time allotted 
to me be now given to Mr. Howard Daugherty, of Lake Charles, La., 
who will give you some testimony on the condition existing in this 
part of the country. 

You had a small piece of information already on that. 

But before I finish, I would like to answer a statement that Mr. 
Roosevelt made as regards tips. And I would like to answer it this 
way: 

1 have been on five minimum-wage boards in the State of New York, 
and in every single one of those cases labor agreed to a substantial 
differentia] ‘for those employees receiving tips. Furthermore, there 
is in the record of the Senate pr oceedings of a couple of years ago 
testimony by a representative of the American Federation of Labor 
by the name of Sands, who recommended a substantial differentiation 
in the case of tips. 

We, in the restaurant business—and I am talking ad lib now, and 
this is not in the statement—are confronted with conditions that are 
quite different, I think, from those in many industries. There are 
525.000 public ating places in the United States, and not 2 of them 
are alike. ‘The conditions ex xisting in Maine are entirely different 
from those existing in Florida or in ‘this location. And, consequently, 
to try to get them ‘all under one particular set of rules, we think, can- 
not be done legitimately. 

There are 25 minimum-wage laws in 27 States in this Union, and in 
every one of those 27 States there is a particular and substantial dif- 
ferentiation in the question of tips. 

Now, I think it would be a very dangerous procedure for anybody 
to try to convince the waitresses of this country that they no longer 
should receive any tips. And there is another fallacy about it. Tips 
are not always given because it happens to be a good-looking waitress. 
I think most of them are good looking, but not all, unfortunately. 
Tips are given, also, for the food that is served; the atmosphere of 
the place. All of these things have much to do with the matter of 
tips. If you go to a poor restaurant you are likely to walk out saying, 
“T won't tip anybody in this place.” 

This question of tips is one we have contended with for years. I 
know only of one place that tried to stop it and I do not think they 
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are stopping it. My own company tried to stop it twice, and we had 
to give it up. 

The fact. of the matter is—and I am pressing this question of tips 
hard—that the girls in most restaurants, who are in the service end, 
make more take-home pay than the people in the back of the house. 
And that is one of our great problems. Because it does not require 
as great a training nowadays to become a waitress. She goes in there, 
and in 2 or 3 weeks she takes home more money than the cook, who is 
getting more than a dollar an hour. 

Mr. Ketrry. What concerns me is that we have had some testimony 
that sometimes the firm, or the business, takes the tips. 

Mr. LeSauvacer. I have never heard of it. And I have been in 
business a long time. I am the national president. I have been 
chairman of this committee for 23 years, and I have never heard that, 
among all the people I know in this industry, and I know most all 
of them. 

I just wanted to answer the situation as Mr. Roosevelt presented it. 
Ts it agreeable? 

Mr. Rooseverr. Admir al, I know you won't mind my saying that, 
although this is something that has grown up in the industry and 
something that would be very difficult to change—I think it is well 
to point out that in services of a ike nature, a hostess on an airline 
performs a very serviceable function, and I suppose if she received 
tips her tips would depend on whether you got a smooth or a bumpy 
ride. But you do not have to pay her. Except in the very rare in- 
stance of some guy that wants something special, there are no tips 
paid to stewardesses on those lines. 

And I cannot help but reiterate the basic fundamental thing that, 
morally, I think it is a bad system. 

Mr. LeSavvace. Well, it is a custom that you cannot stop. Now, 
they have tried to stop it in Europe. I have traveled a good deal in 
Europe. And you get 15 percent of your bill that is supposed to be 
the tip. But you try to get out of that place without paying tips, in 
addition to the 15 percent. 

We have got to face a situation that can’t be cured by law. 

Now, Mr. Chairman, is it agreeable to you that we file all this 
instead of trying to go through it? 

This represents the situation as it exists all over the United States. 

Mr. Kerrey. That will be perfectly all right, Admiral. 

Mr. LeSauvaee. It is exactly the same one that I submitted to the 
Senate. I will turn this over to the reporter so that he will have a 
complete set. 

Now, I would like to have you listen to Mr. Daugherty, who has a 
small restaurant in Lake Charles, La. We thought we would pick 
out a restaurant in a little community rather than in a larger 
community. 

Mr. Keuziry. All right, Mr. Daugherty. You may proceed. 

Mr. Daveuertry. Mr. Chairman and gentlemen of the committee, 
my name is How ard Daugherty, and I operate Daugherty’s Restau- 
rant, in Lake Charles, La. It is a small city about 250 miles west of 
here on Highway 90. My place is downtown across the street. from 
the Federal building and the post office. 

Many of my customers are Federal employees, including Federal 
judges, FBI men, T-men, marshals, their office clerks, et cetera. My 
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place is open 24 hours a day, 863 days per year. My gross business is 
approximately $3,000 per week, or slightly better than $400 per day. 
My customer count aver ages a little better than 1,200 people per day, 
with a check average of roughly ; 35 cents. I have 14 counter stools, 5 
tables, and 6 booths—58 seats in all. You can see that there is a lot 
of labor involved in such smal] items; namely, coffee, soft drinks, and 
tidbits such as doughnuts, sandwiches, et cetera. 

As a matter of fact, some of our tradspeople call our place the 
OEB place, “Order it, eat it, and beat it. 

My gross volume last year was under $150,000, and my labor cost 

varied between 27 percent and 30 percent of the gross dollars. My 
net profit has been on the average of 8 percent, which I share 50-50 
with my widowed mother, who is my partner and who is inactive in 
the business. 

With these statistics that I have mentioned, it is apparent why I am 
concerned with the proposed minimum-wage law, and how it will 
affect ny personal situation as well as the 31 fine employees who work 
for me, as well as my customers, who are not in the high-income 
bracket, as exper lei’ ‘ed by other sections of the country where the 
cost of living is much higher. 

My place, although small and clean, does not have an expensive 
atmosphere, as my customers are more interested in just plain good 
food ata reasonable price, served as fast as possible so as to permit them 
to get back to their work in the minimum time. 

My first reaction, when I heard of the minimum wage proposed, 
was to put my place up for sale and go back to a salaried job with 
relatively no headaches, as compared to the many problems we face in 
the cafe business. Then ws that I had my mother’s future to 
consider, as well as the fact that I do like the restaurant business, | 
decided to talk to other operators and see what their reactions were, 
before I acted hastily. 

And as an aside, I think that is why I am here today. These people 
knew I had made this survey, and wanted me to be here. 

I would like to say here that, although I am keeping my remarks 
to my own business, I am prepared to answer those questions the com- 
mittee might want to ask about the other restaurants that are in my 
area, as I made, I think, a pretty thorough survey that might be per- 
tinent in helping you decide what is best for our people i in making 
our laws. 

In every case, in talking to both small and large restaurant owners, 
the reaction was about the same. M: any said that they could not exist 
if the law was passed. Many said that it would change the individual 
ways of doing business in America, as they would have to lay off many 
faithful employees, because they just could not produce the neces- 
sary work that would be expected under the change. Many dishes that 
are NOW enjoyed, but time consuming, would have to be discontinued, 
in favor of factory prefabricated dishes. 

After many serious discussions with these restaurant men, and 
applying this law to my own business, I would like to state the follow- 
ing observations: 

I sincerely believe that if the minimum wage laws were passed, they 
would actually do more harm than good to more people. The restan- 
rant business is an individual business, more so than anv other trade 
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with possibly the exception of the artist profession. Like an artist, 
the restaurant reflects the personality of the man who runs it. It can- 
not be classed in categories with manufacturers, mills, or even small 
business such as jewelry stores, dry-goods stores, et cetera. There are 
no two places alike; each place is dependent on its own specialty to 
attract customers. 

Now, to reiterate a little bit, I know of one place that has a beautiful 
goldfish bowl. Their food is not particularly good, but they have this 
unusual goldfish thing, and people go there to see that, and, of course, 
they spend money. 

However, it is a business that, for the most part, if it became regi- 
mented and standardized, would become unpopular and eventually 
be destroyed as it is not a human need. For instance, if the labor cost 
goes up in manufacturing a car, the company passes on the cost to the 
buyer. He has no alternative but to eventually pay it. If the price 
on rings and watches goes up, the same alternative is applied, but if 
the price on a restaurant meal gets out of line, what happens is that the 
customer visits the grocery, buys a box of crackers and cheese and 
makes his lunch. 

I would not have you gentlemen thing for one moment that restaur- 
ant people do not want to pay a fair wage or think that we want to 
work people at less than their worth. 

And to digress a minute: We would love to pay them. We go 
through a problem getting help now, and if we thought we could add 
this on te our check and get out with 5 to 8 percent, we would do it 
without the Congress passing laws for it. 

Mr. Keiiry. If every restaurant owner or proprietor had to raise 
it a few cents, the people would still have to eat. 

Mr. Daveuerty. They don’t have to eat in a restaurant, though. 
There are little grocery stores within walking distance anywhere. 
And if you let me finish, I can elaborate a little bit. 

We are saying that the individual operator can evaluate an em- 
ployee’s worth as it is applied to his operation and not to a general 
category, as restaurant skills vary and run from a low menial labor 
with no apparent skill, to a highly trained skill that you gentlemen 
know exists in some famous places throughout the country. 

Our people are in training, so to speak, from the time they start 
as scrub people and dishwashers until they reach tle peak of being 
a fine chef with a high salary, or as bus people picking up soiled dishes 
to the highly skilled hostesses. Yes, gentlemen, the opportunity is 
there. 

I know that the proposed legislation does not include small restau- 
rants in my category, but don’t be misled that this will not be applied 
indirectly. You cannot have half a law. I know you gentlemen want 
to represent all the people and not just the large operators with many 
corporation dollars. These large operators have the capital to 
smother us small operators. If they pay these wages, they will get 
our employees. We have nothing to hold onto, so, of course, we will 
have to meet the price. 

I personally would have to raise my prices 25 to 30 percent. Even 
if, by the same act, the purveyors that I buy from did not raise the 
price to me. 

We have heard testimony this afternoon already where the shell- 
fish people—if they are included they are going to have to add onto 
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the oysters, and if the farmers are included they will have to add onto 
their product, and justly so. By the time that gets to us we will have 
to add that on, plus our own. And look what that will do to the price 
in the restaurant. 

The big places will get bigger and the small, individually owned 
lace will be destroyed. 

The public will be denied their pleasures in a great meal prepared 
at leisure and enjoyed at leisure and will be paying a price much 
higher, if they choose to eat out under these conditions. 

I personally don’t think many people will pay the higher prices 
for an assembly line run-of-the-mill meal. Many eeneee would 
be out of work as below minimum producers, and we can’t use 
them to wash dishes, who can? Only welfare for many at public 
expense. 

Gentlemen, I think the restaurants should be exempt from the 
minimum wage law and let’s keep the wonderful heritage that Ameri- 

cans enjoy, in dining with pleasure at their favorite “bistro, out of 
controls that will surely destroy a way of life that is enjoyed in no 
other country in the world. 

In conclusion, I would like to say for the record that the small 
restaurants are not misled by the fact that the law will not apply 
to them. 

The admiral has elaborated on tips a little bit. I worked in a place 
when I was a young man during the depression that would not allow 
tips. My boss thought that if he paid us a decent wage and got young 
men—he used only young men—the proseeee®: would be enough to 
where he could justify it on his menus prices. Gentlemen, he is still 
in business today, and before I left there he had to do away with it, 
because it just did not work out. 

Many, many times people came in and left money on the counter. 
What was I to do with it? Throw it in the dish tub? Because the 
next time they came in, they wanted me to know them. The Amer- 
ican people want to be recognized. It has been inherent in them for 
hundreds of years. And they are going to do it. 

In the airlines, that is the exc eption, and I will tell you why. You 
people are in a high-class income, and your business requires you to 
travel. So you get hit pretty hard. And no doubt some of you have 
paid a pretty substantial gratuity since you have been in Lake Charles 
here. But hundreds of thousands of ‘people never ride an airline. 
They get a hamburger and a cup of coffee. We have to take care of 
those people and at a price which they can afford. So I think the 
exception would be the airplanes. 

Mr. Ketxiey. Mr. Landrum, any questions ? 

Mr. Lanprum. Where are your chief labor costs in the operation 
of a restaurant. 

Mr. Davenerty. Of course, our chief labor cost is in our key peo- 
ple. We pay cooks awfully good wages. 

Mr. Lanprum. Who are they ? 

Mr. Daveuerry. Our cooks, chefs, people that do our buying. Iam 
a small man, and I do that myself. I have four cooks working fcr 
me. My top cook makes $85 a week. And what I call my prepara- 
tion person mi akes $50. Our waitresses are our cheapest people. We 
pay $24 a week in my place. 

Mr. Lanprum. How many hours do they work? 
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Mr. Davenerty. We give them credit for 48, sir. They work 42, 
because we give them 30 minutes off for lunch and two 15-minute 
breaks during the day. And any time they are not busy we allow 
them to smoke at a table when the ‘y sit down. And, believe me, in 
24 hours in a day, we have some time we are not busy. 

Mr. Lanprum. You say you give them credit for 48? 

Mr. Davenerty. Yes; but we only require them to work 7 hours. 
They are on the job 8 hours. 

If they come on for the morning shift—my shifts start from 6 to 
2—they eat breakfast before they come to work on their time. Of 
course, that means they work through a lunch hour, so they eat lunch 
on my time. And the same way with the afternoon and the night. 
They eat one meal before they come to work or after they get ‘off. 
And, of course, the mealtime they are on duty, they eat while they 
are on duty. 

Mr. LeSavvace. And that is free. 

Mr. Davueuerry. Two meals are free; yes, sir. And they eat good. 

The only thing we do not allow them to eat is the high-priced 
steaks and so forth. 

And if they work on Sunday, we allow them to eat everything they 
want, because that is a little unusual. So on Sunday they eat special 
food. 

Mr. Keizer. Any further questions / 

Thank you very much, gentlemen. 

(Whereupon, at 5:45 p. m. the hearing was adjourned until 1 p.m. 
Tuesday, May 14, 1! 957.) 
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TUESDAY, MAY 14, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABorR STANARDS 
OF THE COMMITTEE ON Epucation anp LABor 
New Orleans, La. 

The subcommittee met, pursuant to adjournment, at 1 p. m., in the 
Library Auditorium, third floor, International House, Hon. Augustine 
B. Kelley (chairman of the subcommittee) presiding. 

Present: Representatives Kelley, Teller, Holt, Ayres, and Griffin. 

Staff members present: Fred G. Hussey, chief clerk; John O. 
Graham, minority clerk; and A. Regis Kelley, subcommittee clerk. 

Mr. Keiiry. The subcommittee w ill please come to order. 

Mr. Hussey. Mr. Chairman, the first witnesses are those from the 
Textile Workers, Mr. C. D. Boartfield and Miss Grace Marrero. 

Mr. Ketiry. You may proceed. 


STATEMENT OF C. D. BOARTFIELD, MANAGER, MEMPHIS AREA 
JOINT BOARD, TEXTILE WORKERS UNION OF AMERICA, AFL-CIO, 
ACCOMPANIED BY MISS GRACE MARRERO, PRESIDENT, LOCAL 
394, TWUA, AFL-CIO, AND ROY STAHL, PRESIDENT, LOCAL 948, 
TWUA, AFL-CIO 


Mr. Boartrrevp. This testimony is on behalf of Bemis Local 394, 
New Orleans, La.; Plymouth Cordage Local 948, New Orleans, La. ; 
Bemis Local 606, Memphis, Tenn.; and American Finishing Local 
643, Memphis, Tenn., of the Textile Workers Union of America, 
AFL-CIO, presented by C. D. Boartfield, manager, Memphis Area 
Joint Board, Textile Workers Union of America, AFL-CIO, accom- 
panied by Miss Grace Marrero, president, Local 394, Textile Workers 
Union of America, AFL-CIO, and Mr. Roy Stahl, president, local 
948, Textile Workers Union of America. AFL-CIO. 

The several local unions of the Textile Workers Union of America, 
AFL-CIO, for whom I am offering this testimony today, comprise a 
membership of roughly 1,000. The plants in which these workers are 
employed are as follows: 

Bemis Bros. Bag Co., New Orleans. 

Plymouth Cordage Co., New Orleans. 

Bemis Bros. Bag Co., Memphis, Tenn. 

American Finishing Co., Memphis, Tenn. 

When this group of local unions in this region learned that hearings 
would be held here in New Orleans on legislation dealing with the 
amendments to the Fair Labor Standards Act, we immediately decided 
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to request time to make a statement. We as workers in the textile 
industry know from experience the importance and value of sound 
minimum-wage and maximum-hours legislation. Even today the 
textile industry pays considerably lower average wages than are paid 
in manufacturing industries generally. But it was only a few years 
ago that textiles were in the substandard w age category. Even in 
1944, in the midst of the war period, and the worst 1: ubor shorts age, the 
Textile Workers Union of America was forced to stage a nationwide 
drive to have the War Labor Board institute a 55-cent-per-hour mini- 
mum wage. The War Labor Board ordered the 55-cent minimum in 
February 1955. 

In the later forties we in textiles first fought for a 65-cent minimum; 
and a little later for the 75-cent minimum wage. A great many of 
us in this section of the country received wage raises when the law 
was amended in 1949, increasing the minimum wage to 75 cents per 
hour. And that was at a time when the textile industry was booming 
here in the South. 

Again in 1955 when the Congress voted the dollar per hour mini- 
mum wage, the rank and file of our union were actively involved in 
that struggle. We wrote post cards and letters, we signed petitions, 
we adopted resolutions and undertook many projects in our own com- 
munities to win public support for this legislation. We sent delega- 
tions to see our mayors, our city councils, our State legislators, as well 
as our Congressmen and Senators in Washington to build support for 
this legislation. 

We make this point, Mr. Chairman, because we want you to under- 
stand that as far as this union is concerned, minimum-wage legislation 
is something our rank and file understands and feels very strongly 
about. When legislation is being considered in ieee to im- 
prove the Fair Labor Standards Act, we just don’t leave all the work 
to our international officers and our Washington repreaentativ e. We 
know that this is a project on which we in the local unions must actively 
work, as well as our leaders. 

As to the particular provisions of the bills extending coverage now 
before your committee, we do not pretend to any expert knowledge. 
We have, however, read the testimony submitted by top AFL-CIO 
spokesmen and we want to be placed on record as endorsing and sup- 
porting that testimony. More especially we wish to emphasize to the 
Members of Congress that we in the textile industry, who have achieved 
the protection and benefits of the dollar minimum, feel an obligation 
to work to extend these benefits to workers who have been deprived 
of this protection. 

We knew at the time the dollar minimum was adopted by Congress 
in 1955 that in some measure this gain was made at the expense of those 
who were not covered. We were told at the time that the next year 
the question of coverage would be discussed; but as it turned out, 
nothing was done on the coverage issue in 1956. So now in 1957 we 
that have the dollar are before you asking that this same advantage 
be adopted for those who are still outside the wage-and-hour law. 

Both political parties have supported extended coverage in their 
party platforms. The problem seems to be how far should the cover- 
age extend. We feel that the Morse-Kelley bill is more comprehensive 
in its coverage while at the same time it protects those individual small, 
corner stores and business houses of a similar nature. This extension 
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will never come on a State level. Any realistic legislation on this 
subject must come at the Federal level. 

We leave to the lawyers and the economists the question as to which 
workers are employed in interstate commerce and which are in intra- 
state commerce. To us there seems to be no real difference. We see 
around us workers who are not covered by the wage-and-hour law who 
are handling or transporting goods from outside a State, but somehow 
are ruled as being in intrastate commerce. The logic of this kind of 
ruling is something we don’t understand. All that we know is that 
these human beings who have to work in noncovered employment need 
as much food, clothing, and shelter as those of us who happen to work 
in covered jobs. 

We have lived long enough and had experience enough to know that 
both the courts and the C ongress can, over a period of time, change 
their ideas as to the application of certain laws. And with industr y 
changing as rapidly as it is today, it seems to us that our labor laws 
must change to conform with the facts of life all around us. Perhaps 
it was correct to call a laundry a local industry in the days before ma- 
chinery was use sd; but how can a mechanized laundr y that cannot oper- 
ate unless it uses machines made hundreds of miles away and unless it 
uses soap and chemicals also made in other States, be properly called a 
local industry, and, therefore, its employees are excluded from the 
wage-and-hour law? We are aware of the fact that some large-scale 
laundries whose business is with industries which are in interstate com- 
merce are considered under the Fair Labor Standards Act. Actually, 
these large Jaundries may need the protection of the minimum-wage 
law less than do the smaller places. As I say, it is hard for us to see 
why the law works this way. 

We simply state here, Mr. Chairman, that the rank and file trade 
unionist feels most strongly that just as many workers as possible 
should be covered by the Fair Labor Standards Act. To us the pro- 
posals in the Morse-Kelley bill (S. 1267 and H. R. 4575) seem com- 
pletely reasonable and exceedingly modest. We urge the Congress to 
enact the very broadest bill that can be had at this session. 

With living costs rising month after month, the man or woman who 
works for less than a dollar an hour literally cannot feed or clothe 
himself properly. ‘Those of us who earn wages above the bare mini- 
mum are finding it hard enough to get by and some of us are going into 
debt as it is. it would be cruel and unjust if the needs of these hun- 
dreds of thousands of lowest wageworkers were again ignored by the 
Congress. 

The human misery that results from low wages is obvious and until 
these workers and their families are given their economic rights, they 
will continue to live the lives of substandard citizens which in the long 
run will eventually cost all of us. 

As conscientious fellow citizens, it is our duty and responsibility 
to make sure that these less fortunate citizens are no longer a forgotten 
pe ople. 

The world knows that with every increase in minimum wages, busi- 
ness has improved; the threatened calamities have not occurred. 
Industry has found ways and means of a efficiency so that 
actual labor costs have not increased; in many cases the employers 
have been better off when they paid slightly higher wages. We are 
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confident that this same thing is true today. Families who are enabled 
to earn a little more will buy more necessities and business and industry 
will be better off thereby. In our own industry we feel that this will 
be especially true. Figures show that in recent years the average 
family has been spending a decreasing percentage of its income for 
clothing and textiles. The total demand for textiles in the United 
States has remained pract ically stable; but fewer people are employed 
to make the sume volume of goods. Clearly industries like ours need 
more consumption. One way to insure that increased consumption 
would be to pass legislation that would see to it that workers not now 
getting at least a dollar per hour would be brought up to that figure, 

We have read in the newspapers that the Sears, Roebuck & Co. has 
ordered that the $1 minimum wage apply in all its hundreds of stores 
and to all of its thousands of employees. If Sears, Roebuck finds it 
good business to pay the dollar minimum, surely it would be an 
equally good thing for all the other retail chain stores and large 
department stores. Also, let us point out that since Sears, Roebuck is 
paying the dollar minimum, it would be unfair to permit this firm’s 
chain competitors to try to steal business by chiseling on wages to 
their lowest paid employees. 

The same principle that motivated Congress to pass the Fair Labor 
Standards Act in 1937 still exists and we are in complete agreement 
with the thinking of the Senate Committee on Education and Labor 
at that time that the channels of interstate commerce should be closed 
to “goods produced under conditions which do not meet the rudi- 
mentary requirements of a civilized democracy.” There is no more 
reason today for the existence of substandard wages and working 
conditions in the distribution of goods and services than in the produc- 
tion of goods. 

It it were possible to unionize these millions of poorly paid people, 
we could take care of these problems through collective bargaining. 
The sad fact is, however, that those who need the help of unions the 
worst are often the most difficult to organize. We are not givmg up 
all hope of organizing these very poorly paid workers; some day the 
job will be done. But. meanwhile, society itself is suffering from these 
low wages. The entire community is affected when some people are 
deprived of basic necessities. 

We in the labor movement long ago learned that an injury to a few 
is in the long run an injury and a detriment to all of us. It is that 
principle which impels us to appear here to urge and plead that men 
and women who today are still being discriminated against economi- 
cally, who are still living in actual poverty, who are denied the 
opportunity to live like Americans, should be given the protection 
of the Fair Labor Standards Act which has done so much for those 
of us who have experienced its benefits over the years. 

Mr. Ketiry. Mr. Boartfield, what is the average wage for the textile 
industry ¢ 

Mr. Boartrievp. I think the overall average is either $1.54 or $1.48. 

Mr. Ketiey. Are many of them paying less than a dollar an hour to 
employ ees outside of your organization ¢ 

Mr. Boarrrieip. Not in textile, because they are covered by the Fair 
Labor Standards Act. 

Mr. Ketiry. You are speaking of those outside ? 
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abled Mr. BoarrrieLtp. We are seeking to bring those outside under the 
ustKy coverage of the act. That is right. 
5 will Mr. Keuuny. Mr. Ayres? 
a Mr. Ayres. In the textile industry, where you negotiate these con- 
e for tracts, is there a difference in the wage scale in different sections of 
ied the country ? 

ome Mr. Boartrreip. Yes. 

viain Mr. Ayres. You negotiate a contract on a local basis; not on a na- 
pHaOR tional basis? 

oe Mr. Boarrrrecp. It is on an area basis. We are able to kind of ne- 
—s gotiate on a southern basis, mid-Atlantic, and eastern. It usually 
ae runs in that pattern. 
wees Mr. Ayres. Is there a difference in the amount of wages paid be- 
ds it tween say, a textile worker in the New England area, and a textile 
oa worker in the Louisiana area ¢ 
large Mr. Boarrrietp. Very definitely ; yes, sir. 
ck is Mr. Ayres. Why is that differential necessary ? 
warn Mr. Boartrieip, The differential is not necessary. 
walker Mr. Ayres. Why does it exist, then ? 

: Mr. Boartrievp. It exists, we think, because we have been unable 
abor to organize the textile wor kers of the South sufficiently to be able to 
ment : negotiate with the same strength that they do up East. 
bor i Mr. Ayres. What causes you to be less : able, shall we say, to organize 
osed them in the South? 

‘udi- : Mr. BoartrieLp. Well, I would have to give you my pet answer on 
— that: That since the passage of the so-called Taft- Hartley Act, we have 
king | been unable to do practically any organizing in the South. 


duc Mr. Ayres. What provisions in Taft- Hartley prevent you from 





organizing ¢ 

»ple, | Mr. Boartrieip. Well, I could say 
Mg. Mr. Ayres. Maybe I can help you. In my area, Taft-Hartley has 
s the helped organize industrial workers. 
ep Mr. BoarrrieLp. Might I ask what area you are from, sir? 

the | Mr. Ayres. Akron, Ohio, the rubber worke 

Mr. Ayres ron, Ohio, the rubber workers. 

hese Mr. BoarrrienD. That is entirely possible there, sir. But the in- 
Docs dustry that has had the hardest time organizing is textiles, for some 
unknown reason. 

few Mr. Ayres. That is my question. What does Taft-Hartley have to 
that do with the textile industry which would be different from the rubber 
men : industry ¢ 
a : Mr. Boarrrietp. Well, the interpretations placed upon the act by 
the the presently constituted National Labor Relations Board give the 
tion management of the cotton mills such leeway that those things which 
hose used to constitute coercion, intimidation, and threats are no longer 

considered such, and the net result is that they can literally scare the 
tile pants off of the workers a few days before the election. I can give 

. you an example of that. I just had an election in Osceola, Ark., just 
45, the 26th day of last month. Up until 2 days before the election, the 
r to people who were backing the union and the leadership 1 in that par- 
ae ticular plant felt that they had an even chance to win. The company 
"alr calls them all in, makes them a paternalistic speech 2 days before 


the election, and as a result of it 25 percent of those who had signed 
cards deserted us. We don’t know why. 











1114 FAIR LABOR STANDARDS ACT 


Mr. Ayres. What were you going to give them that they do not now 
have? 

Mr. Boarrrietp. What were we going to give them that they don’t 
now have? 

Mr. Ayres. Assuming that they had decided that you should repre- 
sent them, what advantages did you have to offer ¢ 

Mr. Boarrrrevp. Well, the first and foremost advantage they would 
have would be the privilege of handling their problems collectively 
rather than as individuals. 

Mr. Ayres. How many employees did this particular plant have 
that you attempted to organize ? 

Mr. Boarrriecp. 120. 

Mr. Ayres. Well, do you not think that a plant of 120 employees 
can deal directly with the boss individually fairly easily ? 

Mr. BoarrrreLD. No, sir. There were only 10 there that could deal 
with the boss directly and get the results that they could get if they 
were organized into an organization and had a spokesman to speak for 
them. 

Mr. Ayres. I believe in unions, and I believe they are absolutely 
necessary where the individual workman does not have access to a 
conference with the man who is running the show. And in large or- 
ganizations, naturally the employee cannot deal directly with the man, 
and he has to have someone represent him. However, it has been 
my experience, and I have been through quite a few situations where 
they were attempting to organize a plant, that in any industry it is 
very difficult to organize a few employees if they are close to the 
employer. 

Mr. Boartrrevp. Well, in this particular instance they were not so 
close to the employer, because it was a new organization. It had only 
been established for a period of time. And the management had not 
had the time that the old established mills have to establish their 
relationship with the employees. 

Mr. Ayres. Well, you have indicated from the vote that they ap- 
parently were more anxious to continue under the present operation 
than to have you represent them. 

Mr. Boartrretp. That is exactly what I meant, sir. Management, 
in this talk with them, indicated that there was a possibility that there 
might not be jobs there if they voted for the union, and they would 

rather have $1.02 an hour than nothing at all, apparently. And that 
is the way they voted. 

Mr. Ayres. Well, you are making the charge that this particular 
plant—for the sake of the record what was the name of the plant ? 

Mr. Boarrrietp. Osceola Finishing Co., subsidiary of the Cromp- 
ton-Richmond Co., of Boston, I believe; anyway, from the New Eng- 
land States. 

Mr. Ayres. You are making the charge, then, that in your judg- 
ment the employees on this pla int did not vote to have you represent 
them, because they were directly or indirectly threatened by manage- 
ment ? 

Mr. Boarrrtetp. That is true. That happens in every textile plant 

Mr. Ayres. And are you also making the charge that the Nation: il 
Labor Relations Board has ruled in the | past that management did not 
make any undue statements that would pressure these people / 
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Mr. BoarrrteLp. Well, let me give you an example of what I mean 
by that. 

In the past, before the advent of the Taft-Hartley law, management 
had the right, and used that right, to make certain statements. But 
one of the statements that they ‘could not. make prior to that time was 
that, “If you vote for the union, we will close the plant down and move 
“7 

Since that time, they make that statement in every instance, and 
the Labor Board has held that it is not a threat, because they didn’t 
close the plant down. 

Mr. Ayres. Well now, are not most of the textile workers in the 

North organized / 

Mr. BoARTFIELD. Yes, sir. 

Mr. Ayres. Then what is the difference between the operation of 
the Taft-Hartley Act in the State of Massachusetts and the State of 
Louisiana / 

Mr. Boartrietp. The difference is that they were organized before 
Taft-Hartley, and we are still trying to organize since. 

Mr. Ayres. When was the textile workers CIO union organized ¢ 

Mr. BoarrrieLp. The textile workers’ union came into existence in 
1939, as the Textile Workers Union of America. Two years prior to 
that, there was the Textile Workers Organizing Committee. 

Mr. Ayres. When you go into a plant to organize it, you have to 
get 30 percent of the employees to sign and state that they want an 
election. 

Mr. Boartrieip. That is correct. Thirty percent is the figure which 
the Board will consider. 

Mr. Ayres. Have you ever had any trouble getting that 30 percent ? 

Mr. Boarrrietp. Oh, no. I can get 30 percent in any plant. 

Mr. Ayres. But you cannot get 51 percent at the ballot box. 

Mr. Boartriexp. I can’t get 51 percent of the ballots; no, sir. 

Mr. Ayres. Well, this is most interesting. Because I cannot help 
but feel if you have something to offer the employee in your industry, 
he is going to vote to have you represent him. 

Mr. Boartrietp. Let me give you an example. And maybe I can 
bring it to you. 

We will take Osceola again. That is a new organization, and in 
hiring their employees they made a point to get people as far away 
from the plant as they could who would still be able to get there, 15, 
20, 25, and 30 miles distance from the plant. They only hired a few 
from each little community. Each of these people that they had hired 
for the most part had never worked in public works before, and their 
only experience had been farming. 

And management, in questioning one of the employees, asked him 
what benefit he expected to get from the union, | 

He said, “Well, they can get me more money.’ 

And management immediately told him, “You are making mere 
money now than you ever made before in your life.” Which was 
true. 

Mr. Keiiey. That was not coercion, then, in that instance. 

Mr. Boartrietp. Oh, no, sir. That was not coercion. That was a 
statement of fact. 

Mr. Horr. You are not against those; are you ? 
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Mr. Boartrieitp. No. The difference was that he was not farming 
any more. He was now in an industry covered by the Fair Labor 
Standards Act. and they had to pay him at least a dollar an hour, 
and they do pay him $1.0214, and $1.17! 

Mr. Ayres. We have had corisiderable testimony from union repre- 
sentatives who have negotiated contracts for less than the dollar 
minimum. 

Mr. Boartrtevp. In the textile industry, sir ? 

Mr. Ayres. No. 

Mr. Boartrtexp. I did not think so. 

Mr. Ayres. In various industries. In fact, we had some testimony 
here yesterday to that effect. 

Mr. Boarrrtetp. Well, that is possible, if the industry is not 
covered under the Fair Labor Standards Act. It is possible that we 
would have to do that; and even by negotiating a wage below the 
dollar and a half, it is possible sometimes to improve the worker’s 
éarnings by 25 to 30 or 35 percent and still not reach the dollar an 
hour minimum. 

Mr. Ayres. How long have you been with the union ? 

Mr. Boarrrretp. With the union? Since 1943. 

Mr. Ayres. Prior to the dollar minimum, did you ever negotiate 
any contracts with the textile industry for less than a doll: ar? 

Mr. Boarrrtetp. Prior to then? Oh, yes. Yes, we started off, as 
I‘read in the statement here—at one time our minimum was 55 cents. 

Mr. Ayres. I mean regardless of the law. 

Mr. Boartrretp. Did we ever negotiate a minimum less than the 
law ? 

Mr. Ayres. No, less than a dollar. Prior to getting the dollar 
minimum, which covered you—and naturally your negotiations 
started from that point. 

My question is: Prior to the dollar minimum, did you negotiate 
any contracts for less than a dollar, between the period of 1949 and 
1955 2 

Mr. Boartrtretp. Yes. We had contracts that had a minimuin of 
less than a dollar, prior to the dollar an hour minimum. 

Mr. Ayres. Well, now, if your position is correct that it was not 
fair to pay less than a dollar, what made it necessary for you to nego- 
tiate a contract for a lower pay scale? 

Mr. Boarrrretp. Would you mind stating that again, sir? I didn’t 
quite catch it. 

Mr. Ayres. What factors were involved that made it necessary for 
you to negotiate a contract and settle for less than $1 an hour wage? 

Mr. Boartrretp. Well, in most cases it would be the inability of 
the people, or the lack of organization among the people, to t: ike the 
final action that would be necessary to force an employer to come up 
in his proposal. In other words, if we were not able to strike the 
plant, just to put it bluntly, and felt that we could not strike the 
plant, because of our strength, then we would have to settle for less 
or nothing at all. 

Mr. Ayres. In the Textile Workers Union; do you take a strike 
vote ¢ 

Mr. Boartrretp. Oh, ves. In every case. 
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ming Mr. Ayres. Does that take a majority of those voting? Or a ma- 
sabor jority of the membership? Or do they vote to give you the authority 
hour, to use your good judgment ? 

Mr. Boarrrievp. It takes either a majority of those voting or in 
epre- some cases a majority of those voting delegate the authority to the 
ollar committee; not to the representative but to the negotiating committee. 


Mr. Ayres. You are given that right under Taft-Hartley, are you 
not, to strike? 

Mr. Boartrrevp. To strike? Oh, yes. 

Mr. Teiier. Would the gentleman yield? 


10ny Is that not a right you always possessed, which the Taft-Hartley 
Act. has limited ? 
not Mr. Boarrrtetp. Yes. 
t we Mr. Tevier. Well, do you wish to revise your answer that the Taft- 
the Hartley Act has given you a right to strike / 
ker’s Mr. Boarrrietp. That is cor rrect, sir. We had that right. 
r an Mr. Ayres. It did not take that right away. 


Mr. Tevuer. It limited it a good deal; did it not? 

Mr. Boartrretp. Very definitely so. 
Mr. Ayres. In reply to Mr. Teller’s comment there, you have just 
Hate stated that the reason you did not strike was because the people did not 
vote to strike. Now, that had no connection with what is written in 


rT, as Taft-Hartley; did it? 
nts. Mr. Boartrievp. I didn’t say that, sir. I said that the reason we 
did not get the higher wage in some plants was because the strength of 
the the organization was such that it could not be struck successfully. 
Mr. Ayres. Well, the people, prior to joining the Textile Workers 
Nar Union, had confidence in you, or they would not have joined. Now, 
ions where is this weakness in the organization? Maybe “weakness” is 
not the right word. You said you did not have the strength, so I 
iate . cuess perhaps “weakness” is the right word. Where did this weakness 
and occur which prevented you from doing what you thought was the 
proper thing to do, which was to strike? 
1 of Mr. Boarrrterp. If you won an election by 51 to 55 percent or 
something of that nature, unless you can convince the others to come 
not along w ith you, you don’t have the strength, You have to have almost 
‘0- 100 percent strength to pull a successful strike. 
Mr. Ayres. In other words, you have organized plants by such a 
in’t small margin that although you have won the election and the right 
to represent them, you do not have the strength to have them be solid 
for on many of the issues that come up at a later date? 
ge? Mr. Boarrrtetp. That is right. Especially with the first contract. 
of And I might point out that Taft- Hartley did do one thing that has 
the : also helped to hold us down, especially in certain States. It gave the 
up States the right to pass laws—that if that law was more stringent 
the than the Taft- Hartley law, it would prevail. So we have the so- called 
the right-to-work law. And under the so-called right-to-work law, al] 
less | és company has to do to get an injunction, even though you have got 
100 percent following of your union—they can get an injunction and 
‘ike confine you to two pic ‘kets and go out here and hire forty-eleven plow- 


boys and bring them in there and put them in the cotton mill and 
have them producing goods in a few weeks. 

Mr. Ayres. Would you be in a position to estimate how many 
textile works—you say you have these divided up into regions, the 
southern region, the eastern region, and so forth, 
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Mr. Boartriecp. Well, it operates something on that nature; yes; 
as far as we are concerned. 

Mr. Ayres. How much territory does your authority cover? 

Mr. Boartrreip. My authority only covers western Tennessee and 
New Orleans. 

Mr. Ayres. How many textile workers in the area that. you cover 
would you estimate are not represented by your organization? 

In other words, how many prospects do you have? 

Mr. Boarrrretp. Well now, let’s stop and figure that up. Many 
more times than that which we have. 

Mr. Ayres. You mean there are more people that do not belong 
to the union than do? 

Mr. Boartrrietp. Oh, very definitely. 

Mr. Ayres. In your particular industry? 

Mr. Boartrretp. That is right. 

Mr. Ayres. That is not true in the Rubber Workers. 

Miss Marrero. That is exactly right, sir. 

Mr. Boartrretp. The Rubber Workers negotiate master contracts, 
and we cannot do that. The textile industry for the South is about 
somewheres in the neighborhood of between 15 and 20 percent or- 
ganized, The tail wags the dog in the South. 

Mr. Ayres. Do those that are organized make more money than 
those who are not? 

Mr. Boartrretp. On the average they do; yes. 

Mr. Ayres. Then, going back to your testimony earlier, you feel 
that it is the pressure applied by management that prevents more of 
them from joining your organization ? 

Mr. BoarrrrenD. Oh, definitely. Management and the citizens’ 
committees. You see, when you go in to organize a mill, for instance 
in Osceola, the chamber of commerce sets up a citizens’ committee, and 
the citizens’ committee makes it a point to call upon all of the work- 
ers to convince them that they should not join this organization that 
is going to “come in here and disrupt the whole community and cause 
this industry that just moved into town to leave town.” 

In fact, the mayor of the town of Osceola was heard to make 
the remark by not one but several people when this plant first came 
there, that the management wanted to pay more than 75 cents an 
hour. And management told them, “You don’t have to. You can 
get all the help you want for 75 cents.” 

That was before the dollar minimum. 

Mr. Ayres. Do you have a very good seniority system set up with- 
in your union ? 

Mr. Boartrretp. We feel that our seniority systems are good. Each 
seniority system is in accordance with the past practice and what the 
employees in a particular plant desire to have. 

Mr. Ayres. Are layoffs and rehires based on seniority ? 

Mr. Boartrretp. Seniority and qualifications to perform the work. 

Mr. Ayres. Does it make any difference whether it is a white em- 
ployee or a colored employee insofar as the layoff is concerned ? 

Mr. Boartrre.p. Not if they are qualified to do the job and have the 
seniority. 

Mr. Ayres. Who determines whether or not they are qualified ? 

Mr. Boartrieip. Usually management will make a decision. If the 
union disagrees with it, they take up the grievance. 
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Mr. Ayrres. But there is no discrimination insofar as layoffs are 


: res; o . . Cr . 
v5 concerned! If there are 10 employees with a special classification, 
and there happens to be 2 of those that are colored, they would be 
> and laid off on the basis of seniority only ? 


Mr. Boartrretb. That is exactly right. 
cover Mr. Ayres. That is all I have, Mr. Chairman. 
Mr. Ke.iey. Mr. Griffin? 
Mr. Grirrrn. I want to go back to this one case that you talked 
Many about, as to the Osceola plant. And as I understand it, shortly before 
’ the election, management told the employees what ? 
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slong Mr. Boarrrtetp. I don’t have the exact wording of what they told 
them, but it was to the effect that “we are a new organization, and we 
have just come here, and if some outside organization were to come 
in and create a problem and start some trouble here, we might not be ‘ 
able to continue in business,” words to that effect. 
Mr. Grirrin. They did not say they were going to move out if they | 
did join the union? ) 
acts, _Mr. Boarrrievp. Oh, no. This particular plant didn’t say that. ; 
bout Others have. ; i 
I eye Mr. Grirrin. And you say that in the other cases the Taft-Hartley 4 
law now protects those employers ? 
heh Mr. Boartrtetp. Oh, yes. Because prior to the Taft-Hartley law, 
they could not make these implied threats that they can make now— 
which is not a threat, because the Board has ruled that inasmuch as it ' 
fee] never takes place, it wasn’t a threat to begin with, you see. In other 
- ot words, I am going to hit you with a club, but if I never hit you, it 
wasn’t a threat. 
‘en Mr. TeLter. Well, now, that cannot be the law. 
ie Mr. Boartrtetp. I will say that is the interpretation that is placed 
int on the law by the presently constituted National Labor Relations 
nies Board. 3 { 
that Mr. Teter. Well, let us put it that way. I think we all differ with 
ua you. I think you are under a misapprehension. A threat to close 
down in the face of an impending election is clearly a violation. Sec- 
De tion 8 (2) (5) specifically says that the right to free speech is not 
ro guaranteed insofar as a threat to close down is concerned. 
" Mr. Ayres. We have just had a ruling by the Board on a little 
Ce rubber shop in Akron, Ohio, where they come in and forced them to 
‘ hold another election because some statements had been made that 
were interpreted that they might have been construed as a little 
4] | threatening. So they held a little election just based on that. And 
BA- that was the Board’s decision. 
Mr. Grirrin. I think that my reaction would be that using the Taft- 
ach Hartley law as a bugaboo—I do not think it keeps unions from organ- 
the ! izing. I donot think that is a good excuse. But there we differ. That 
is all. 
Do vou think the Taft-Hartley law should be repealed ? 
rk, Mr. Boarrrierp. As I have stated before, I would settle for one 
_- amendment to the Taft-Hartley law. 
Mr. Grirrtx. And that is to prevent the States from enacting right- 
the to-work laws ? 
: Mr. Boarrrretp. No; that the Taft-Hartley law supersedes the 
4 State laws. And the States can make any laws they want to. 
1e | 
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Mr. Grirrin. In instances where you negotiated a contract for 
settling for less than a dollar an hour before the minimum wage was 
raised to a dollar, and you said that you did not think you had enough 
support of the union to strike, could it also have been possible that 
maybe you were convinced at that time that maybe the company could 
not afford to pay any more than the amount you settled for? Or was 
not that even taken into account ? 

Mr. Boarrrtevp. It is possible that if such were the case, it would 
be taken into account. 

Mr. Grirrin. You would take that into account certainly, would 
you not ¢ 

Mr. Boarrrterp. That is true. But it certainly has not been my 
experience to find a situation of that nature. 

Mr. Grirrtn. They are all making enough money and profit that 
they all could pay at that time? 

Mr. Boartrtetp. Those that I have had experience with, yes. 

Mr. Grirrin. That is all, Mr. Chairman. 

Mr. Ke.iry. Mr. Teller? 

Mr. Texier. I want to clarify that while I disagree with you in 
regard to the one question that you raised, about whether a certain set 
of facts constitutes the Taft-Hartley Act, I do not at all seek to in- 
dicate thereby that I approve of the Taft-Hartley Act. We were 
simply discussing one ruling thereunder, 

I am curious to know, while it may not be exactly germane to the 
subject of our inquiry here in New Orleans, but apparently it has 
been opened : How do these so-called right-to-work laws actually work 
out in practice? Now, let me ask you a number of questions. Perhaps 
that might be the way to find out these facts. 

At the end of a contract, when a contract expires, have you had 
experiences where employers ask for an election in order to determine 
whether you still represent the employees in the shop ? 

Mr. Boartriexp. Not recently ; no, sir. 

Mr. Teter. Well, tell us how in your view these so-called right-to- 
work laws, which I personally believe is a terrible expression, because 
it is nothing but a union-busting law, in my opinion. I do not know 
why union labor uses the term. They have been taken in. 

But what is the nature of the right-to-work law that makes it, in 
your experience, such an antiunion practice ? 

Mr. Boarrrie.p. Well, I think, primarily, it deprives the unions of 
the right to negotiate certain types of union security, such as the union 
shop or the maintenance of membership, either one. 

Mr. Treiiter. Why is that bad? Tell us why that is bad, in your 
experience. 

Mr. Boarrrtetp. Well, frankly, in the several shops that I handle, 
I have not had any bad experience with it. But the other thing is 
the ease with which injunctions can be had to keep you from pulling 
a successful strike. 

Mr. Tetizr. Why? How does the right-to-work law facilitate an 
injunction against a successful strike ¢ 

Mr. Boartrietp. Well, as the manageemnt of the Osceola plant told 
the workers in their individual conversations with them, “You know 
that Arkansas has a right-to-work law, and if you go out on strike 
we can immediately hire employees to take your place, and you will 
no longer have a job.” 
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Mr. Teter. Well, that has no relation to the right-to-work law. 
That is true under the original Wagner Act. If people go out on 
strike, the employer can replace them. 

Mr. Boarrrieip. But they use it, sir, for that purpose. 

Mr. Teter. But that statement has no sense. Would you not agree 
with me? 

Mr. Boartrrecp. Certainly. But I cannot convince those workers 
of that. 

Mr. Texier. Well, I do not follow you, Because we are interested 
in facts. And the textile workers’ union has been in the forefr ont of 
the movement to repeal the right-to-work laws, so called. 

Mr. Boarrrieip. That is true. 

Mr. Teviter. And I am particularly anxious, and I know that all 
the members of our committee are anxious, to understand what it is 
in the right-to-work laws, in your experience, that have been so harm- 
ful. We are not moved by an employer’s expression, which has no 
validity at all. 

Mr. Boarrrietp. Well, as I stated, the threats that they use, the 
inability to negotiate union-security clauses, and, frankly, a union 
for the most part cannot stay in existence unless there is some means 
of collecting dues from the membership because a union is like any 
other organization. It must have funds to operate w ith. 

Mr. TELLER. In these shops where you have no union-security clause, 
whether it be a union shop or a mainten: ance-of-member ship clause, 
do you have any checkoff arrangements ? 

Mr. Boarrrieip. Yes. 

Mr. Trtier. You do? 

Mr. Boarrriecp. Yes. 

Mr. Tetier. Are there any shops where you do not have any check- 
off arrangements ? 

Mr. Boarrrte.p. I think in the textile workers’ union we have sev- 
eral shops where they have negotiated contracts without a checkoff 
clause. Unfortunately they are not collecting any dues. 

Mr. Tener. Is thatso? Are they large shops? 

Mr. Boartrrietp. Large shops. 

Mr. TeLier. But in most of the shops you have had checkoff 
arrangements ¢ 

Mr. Boartrrietp. We have had for years; yes. 

Mr. Tercer. And these are pursuant to written voluntary 
authorizations ? 

Mr. Boartrietp. That is correct, sir. 

Mr. Teter. And these right-to-work laws do not interfere with 
those arrangements ¢ 

Mr. Boartrieip. Except to the extent that an employee is assigned 
an authorization, and where there is a right-to-work law, if some- 
times he does not like what someone in the union did, or if the union 
didn’t wim a grievance for him that was not a grievance to begin 
with, he says, “To heck with you,” and tells management to stop 
taking out the dues. In other words, whether justified or not, he can 


stop the withdrawing of his dues. As I say, I don’t know whether 


I have unusual local unions or I am giving them the service they want, 
but I haven’t had that problem. 

Mr. Tecter. Now in regard to the obstacles to union organization 
to which you have referred, are many of the shops which you deal 
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with in your union so-called runaway shops? That is, they were up 
North, and they moved down South. 

Mr. Boarrrretp. Oh, no. Mine are old, established shops that have 
been here for years. 

Mr. Tecter. And do the employers ever use the argument that 
shops had to move away from the North in order to get away from 
unions, and that that ought to be a reason why they should not join 
unions down South? 

Mr. Boarrrreip. Well, they give me that as a reason for not giving 
a wage increase. I had one in * Memphis especially that reminds me, 
every time I go into negotiations, of a number of shops that have shut 
down and moved South, and that there are more of them closing up 
every day. 

Mr. Trier. Now, I interpreted your answer to a question by Con- 
gressman Ayres to mean that you were satisfied with the SAEs 
Hartley Act except for this so-called right-to-work provision; is that 
a correct interpretation ? 

Mr. Boartriecp. No, sir; that is not correct. I said I would settle 
for one particular amendment, at this time. That is what I meant. 
I would like to see the whole thing revert back to the Wagner Act. 
But I know that is not in the making now, or even in the future. 

Mr. Teiier. How about the provision giving strikebreakers the 
right to vote? Are you satisfied with that provision of the Taft- 
Hartley Act? 

Mr. Boartrtetp. Oh, no, sir. I never have been. 

Mr. Trevier. Have you ever encountered it as an obstacle, where 
you call a strike, and the employer has hired replacements, and then 
these replacements have voted, and your strikers are out ? 

Mr. Boarrrrevp. I had one instance of that; yes. 

Mr. Teviter. And did you lose the shop ? 

Mr. Boarrrrevp. Oh, no. I won it. But I still don’t have a con- 
tract there. And that was in 1951. No; I mean that. A shop of 
1,200 people, and we can sign 1,200 of them up. But you can’t strike 
them. Because they don’t want some scab coming in there and taking 
their job, and they know that will happen. 

Mr. Texter. Well, I have always had a high regard for the con- 
servatism of the South, and perhaps this is an instance of it. 

Now, in regard to the minimum-wage law, and I understand that 
you are here primarily in support of the extension of the minimum- 
wage law 

Mr. Boarrrretp. Extension of the coverage to those service indus- 
tries and other industries that are not covered ; yes. 

Mr. Trtter. Now, you were asked whether you had agreed to mini- 
mum wages below a dollar an hour prior to the dollar minimum rate 
which went into effect here recently, and, as I understand you, you 
stated, “Yes, prior to that time.” Is that not right ? 

Mr. Boartrtevp. I think that is, in substance, what I said. 

Mr. Tretier. Now, when the dollar minimum rate went into effect, 
did that help you to get higher wages through collective bargaining 
in plants ? 

Mr. Boarrrtetp. Yes; it did. 

Mr. Tetier. And was it not a fact that the 75-cent minimum rate 
so depressed wages generally that it interfered with your ability to 
get higher rates through collective bar gaining ? . 
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Mr. Boarrrietp. It definitely did; yes, sir. Because, within the 
textile industry, there were so many of those unorganized shops that 
were paying a minimum wage as much as 25 cents an hour below the 
minimum wage in the organized shops that when the dollar minimum 
went in and these people had to add that extra cost to their produc- 
tion, then it made it easier for the organized mills to compete with 
the unorganized mills on the market. 

Mr. Teter. Are wages in the service industries, in the retail in- 
dustries here in New Orleans, so far as you know, much below a dollar 
an hour? 

Mr. Boarrrtevp. As I understand it; yes. I am not too familiar 
with New Orleans. I work out of Memphis. 

Mr. Tretier. Because we are concerned about the degree of hard- 
ship which would be imposed by the extension, and we are very 
much interested in that. 

I have no further questions. 

Mr. Ketiey. Mr. Holt? 

Mr. Horr. In getting on and off the subject I might have missed 
this, and if you have answered this question before I wish you would 
repeat it. 

What the the wages in the companies you have organized, approxi- 
mately? Was is $1.34 or $1.43 ! 

Mr. Boarrrrevp. That is an average wage. 

Mr. Horr. Plants that are organized. And I understood it that 
about 20 percent were organized in your territory. 

Mr. Boartrtetp. Somewhere between 15 and 20 percent. 

Mr. Hour. What are the wages in the plants that are unorganized, 
approximately ¢ 

Mr. Boarrrietp. Well, the minimum would be, of course, a dollar, 
and some of their rates will compare with ours, and some will not. 

Now, I think this average that I gave you includes the unorganized 
plants. I am not sure. I think that is based upon BLS figures. 

Mr. Horr. What is the minimum wage under your contract? 

Mr. Boarrrtetp. Under our contract? One dollar an hour. 

Mr. Horr. Under your contract ? 

Mr. Boarrrtevp. Let’s see. We have one contract with a dollar 
an hour minimum, which is a bag plant, and one with $1.07, and a 
finishing plant at $1.1614 ; and yours is $1.20 minimum ¢ 

Mr. Stan. $1.20. 

Mr. Hoxr. Take these two plants you mentioned, the Bemis and the 
Plymouth Cordage. Are there two plants in the same type of busi- 
ness here that are unorganized? If so, what are their wages? 

Mr. Boartrretp. No, the cordage plant is strictly a manufacturer 
of rope and baling twine, and there are two other rope plants in New 
Orleans, but they are both organized; not in our union, but they 
are organized. 

Mr. Hort. In what union are they organized ? 

Mr. Boartrievp. One is in the UTW, United Textile Workers, and 
the other is in the International Association of Machinists and their 
rates are slightly under ours. We are a little above them. 

Mr. Teter. Will the gentleman yield for a correction ? 

Mr. Hotr. Surely. 
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Mr. Teer. I simply would like to have the record clear here. I 
see a statement here on page 1 of your mimeographed statement: 


The War Labor Board ordered the 55-cent minimum in February 1955. 


I assume you mean February 1945? 

Mr. Boarrrrecp. Yes. Thank you. 

Mr. Horr. What types of plants are under your textile union? 

I notice there are bags and cordage. What is a finishing plant? 

Mr. Boartrretp. The finishing plant is the dyeing and printing 
of textile material. 

Mr. Ho tr. Is there anything else that is not listed here? 

Mr. Boarrrietp. I have a weaving mill that weaves the cloth i 
Jackson, Tenn., I did not include it in there. I service that, too. 

The textile industry deals with the manufacture of yarns, both 
cotton and synthetic; the manufacture of cloth, both cotton and syn- 
thetic; rugs, which is a weaving process, and the manufacture of syn- 
thetic yarns. 

Mr. Horr. Your statement, here, is fairly general. You drew this 
statement up yourself, did you ? 

Mr. Boartrrietp. Well, I had some assistance on it. 

Mr. Hour. I was curious as to what particular industries were down 
here. I am down here to learn about these millions of people that 
could be covered by this legislation. I do not know that you listed any 
of them here. 

Mr. Boartrievp. No; I didn’t list any of them, because I was just 
making a general statement. 

Mr. Hour. I appreciate your keeping it brief. 

Mr: Boarrrretp. You have the chain department stores. I don’t 
remember the exact name of the concern, but you have the Maison 
Blane here in New Orleans, and the Lowenstein plant in Memphis, 
both part of a chain, and their wages are far below. 

Mr. Horr. What are they, Mr. Boartfield ? 

Mr. Boartrtexp. I couldn’t give you the exact figures. 

Mr. Hour. You just said they are far below. 

Mr. Boartrteitp. They are below a dollar an hour. 

Mr. Hour. How far below ? 

Mr. Boartrietp: Seventy-five cents to a dollar. 

Miss Marrero. Some make less than that, in the department stores. 

Mr. Boartrrecp. You take the Baker & Chandler shoe stores. That 
isa part of the Edison Co. And I know what they pay in Memphis. 
They pay $6 a day, whether the day is 8 hours, 10 hours, or 12 hours 
long; no overtime; $6 a day, period. 

Mr. Hour. Some of those people get commissions, do they? 

Mr. BoartrteLp. Some of the salesmen get commissions; yes. 

Mr. Horr. What others? 

Mr: Boarrrretp. Then you have parts of the woodworking industry. 

Mr. Hotr. What do they get? 

Mr. Boartrie.p. [ am sorry, but I am not prepared to give you any 
particular 

Mr. Horr. Well, you made these general statements, and I am 
cur lous, as to this section of the country, what industries you are talk- 





Mr. Boarrrienp. Well, I am talking about the laundries and the 
department stores and the chain dime stores. 
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Mr. Hour. What do the laundries get, and what do the dime stores 
get an hour ‘ 

Mr. Boartrietp. From 50 cents to a dollar an hour. It depends. 

I must confess that this is my first appearance of this kind and I did 
not know what to expect, or I could have had some figures, I am sure. 

Mr. Horr. Mr. Boarttield, your answers have been honest, to the 
very best of your ability, and I appreciate the answers you have given 
the committee. 

Well, Mr. Chairman, I think this gentleman might be heard from 
at a later time. It is interesting material, and I thank the gentle- 
man. It might be put in the record at another time. It is on this 
same general subject, but it is not complete. 

I will not ask any more questions, Mr. Boartfield. I would just 
like to say this. I say this kindly and advisedly to you. I came 
down here particularly to learn about something in this section of 
the country, and I would appreciate a little more information about 
the textile industry and the problems that you face and how this ‘wage 
would affect you. I hope the committee, at a later time, will learn 
a little more about that. I have not gotten much out of your testi- 
mony pertaining to your own industry. 

Mr. Kretitey. Do we have any more testimony coming from the tex- 
tile industry, do you know ¢ 

Mr. Hussey. This is all. 

Mr. Hour. Thank you very much. We appreciate your answers to 
our questions. 

Mr. Boarrtrtevp. I think our union has already testified through 
our research department. 

Mr. Hour. Thank you, Mr. Chairman. 

That is all. 

Mr. Ketitey. Thank you very much, Mr. Boartfield. 

Mr. Boarrrrecp. Thank you, sir. 

Mr. Hussey. Mr. Chairman, the next witness is Mr. David Nelson, 
of the laundry industry. 

He will be accompanied by H. T. Osteen, of Jacksonville, Fla.; Sam 
Wix, Atlanta, Ga.; Dudley Phelps, of Jackson, Miss.; Gray Morrison, 
New Orleans, La.: Mac Hansbrough, Dyersburg, Tenn.; Myron 
Lasker, of Litle Rock, Ark.; and Roland Dansby, of Bryan, Tex. 

Mr. Ketiey. You may proceed, Mr. Nelson. 

Are you going to read that statement, or will you summarize it? 


STATEMENT OF DAVID NELSON, NELSON-HUCKINS LAUNDRY C0O., 
TEXARKANA, TEX. 


Mr. Nexson. I would read it, if I may, sir. 

Mr. Kerry. I was just interested in the time factor. 

Mr. Netson. Please understand that I am representing no one but 
myself. My appearance before your committee is on my own initia- 
tive, and at my own expense. 

Naturally, because of the widespread interest in the Federal Fair 
Labor Standards Act as it concerns the textile maintenance trades, 
I have consulted with friends of mine in our industry in the prepa- 
ration of this brief and I truly hope that some will be in attendance 
at the hearing to give me moral support. 
89327—57—pt. 1——-73 
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Because I am a small-business man, and inasmuch as we cover six 
phase of the textile maintenance trade in one plant, I hope that m 
presentation will be of interest to you and your committee and that 
I will be able to give you information that will be helpful in your 
final determination. A determination that will lead to leaving our 
exemptions as they are now. 

And Congressman, there are 22 laundry owners here, and I would 
appreciate it if you would permit this list to be entered into the record 
without being read. 

Mr. Ketiry. Are they here? 

Mr. Netson. Yes, sir; they are in the room. 

Mr. Ketury. It has been the practice of the committee to have no 
one in the record except those who are going to testify, and I think we 
had better leave it out. 

As for you gentlemen who are up here, it is all right for your names 
to go in the record. 

Mr. Netson. All right, sir. 

Our laundry company is a family owned and operated enterprise. 
There are no outside stockholders, notwithstanding the fact we op- 
erate as a corporation. My mother, my wife, and I own over 80 per- 
cent of the stock in the company. A first cousin of mine owns the 
balance. Our business was organized in 1908 by my father and my 
uncle. There has never been, at any time, any interest in our business 
outside of family interests. Our business is strictly local and our 
trucks scarcely go beyond the city limits of our town. Consequently, 
we do not compete in any way with the laundry 30 miles away, 300 
miles away, or a laundry here in New Orleans or Washington, D. C. 
We, like all small business, are so very local. 

When the Federal Fair Labor Standards Act was made a law in 
1938 we had a short feeling of security that we were exempt from the 
law. Then in 1941, 3 years after the passage of the act the Admin- 
istrator of the Wage and Hour Division began to make administra- 
tive interpretations ; that not only changed the coverage, but began to 
limit the exemptions provided for by Jaw. And our worries began, 

During the war years it was utterly impossible for us to make any 
improvements in our plant and fortunately because of the dire war 
ro we were not harrassed by the Wage and Hour Division, 
and I am quite sure by the then interpretations (which created a vast 
twilight zone) we may have been guilty of violating some part of the 
act. When the war emergency was over in 1945 and things began to 
settle down in 1946, we were able, through increased efficiency and the 
purchase of much needed equipment—together with price increases— 
to comply with the current interpretations and provisions of the Fed- 
eral Fair Labor Standards Act, as of then. 

This condition continued in our plant until the Federal Fair Labor 
Standards Act of 1938 was amended in 1949 and our plant was ade- 
quately covered by the exemptions written into the amended act of 
1949. Naturally, at that point we did not and could not raise our 
wage rates up to the 75 cents provided for in the 1949 law. However, 
our company did not remain still. We have constantly endeavored 
to improve our plant and equipment to enable us to pay a wage equal 
to or better than our employees could earn from any other concern 
in Texarkana drawing workers from the same type labor pool we 
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would draw from. That would be hotel and motel maids, domestic 
servants, and female farmworkers, and restaurant workers. 

In the last 10 years our company has purchased over $100,000 worth 
of new equipment and over $50,000 worth of new buildings to enable 
us to do our work more efficiently and to enable us to continue to pay 
the highest wages in our community to the type of workers found in 
laundry and drycleaning plants. 

Today we employ in our organization approximately 70 people. 
Within this group we touch all economic strata from the most unskilled 
worker—who alternates from our type of employment to picking 
cotton in the fields or being a dishwasher in a restaurant—to skilled 
supervisors, competent salesmen, and careful accountants; and I can 
say without fear of contradiction that the wage paid to each class 
is equal to or better than wages paid in Texarkana for similar jobs. 

There is much for me to fear in the present bills before Congress 
to amend the Fair Labor Standards Act. Many of the proposals 
limit the scope of exemptions to a certain size establishment. Some 
of the bills provide a ceiling in sales, others a ceiling in interstate 
purchases, some the number of employees, and others use a very 
elastic word “establishment,” and other bills a new word—a much 
more elastic word—“enterprise.” I cannot help but feel that these 
artificial separations are designed solely to divide all small business 
in order that opposition at the grassroots would be lulled to sleep 
with the unwholesome thought in the mind of the small-business man 
that the law would only touch the bigs. Such reasoning is unfair 
and in the end will wreck small business. In the first place, your 
committee can give no assurance to us, small-business men, that your 
recommendations will be carried through legislative channels. Your 
committee cannot assure small-business men that these artificial sepa- 
rations will not or cannot be changed unfavorably by subsequent ad- 
ministrative interpretations. I am fearful of subsequent amendments 
and interpretations as if they were written in the bill today. I fear 
subsequent changes. I fear amendments or interpretations lowering 
the limits, whether it be sales or number of employees. I fear admin- 
istrative interpretations that would completely change the intent of 
Congress. I have seen this take place. 

There is a serious problem of waiting for administrative interpre- 
tations and court decisions whenever the law is changed either in its 
covering language, and if Congress starts changing both the cover- 
age and the exemptions, small business would be in a period of uncer- 
tainty and jeopardy for some years tocome. The language may seem 

erfectly clear to the committee members at this time, but you well 
ae what an aggressive administrator was able to do with the 
language of the 1938 law. 

I fear the phraseology in the proposed laws which would deny 
exemptions if you operated four or more establishments. An estab- 
lishment can be construed very broadly—neither you nor I could 
foretell what is in the minds of future administrators of the wage- 
hour law in their determination of an “establishment.” For instance, 
in our business one would naturally think of an establishment as 
a laundry plant. Now there is a trend to branch office installations 
which are nothing more than pickup stations. Yet many laundry 
concerns have installed certain pieces of washing equipment in these 
call offices to do work on the premises and they then take on the char- 
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acteristics of a branch plant. Consequently, then because they take 
on the characteristics of a branch plant, would not the administrator 
be inclined to interpret that as an “establishment” and because he 
interprets the activated branch call office as an “establishment,” would 
he not be compelled then to interpret a competitive call office across 
the street, one without washing equipment, also a branch or an “estab- 
lishment”? Hence, when the “administrator has gone that far in the 
interpretations of the word “establishment,” would he not be com- 
pelled to interpret a delivery truck operating in the same neighbor- 
hood in competition with the branch call office an “establishment”? 
Further placing one’s self at the mercy of future administrative 
interpretations 

For example, we sell laundry service, and dry cleaning service, 
and garment storage service; we rent linens and diapers and industrial 
uniforms—six different phases of work, all in the textile maintenance 
field. But in many localities you might find 6 separate establish- 
ments owned by 6 different people doing what we do all under 1 roof 
under 1 ownership. Is it not conceivable then for some future Ad- 
ministrator to interpret that I operate six enterprises? It is natural 
that I should fear this “four establishment” or “enterprise” wording. 
Really, what is the difference between 6 different phases in 1 building 
and 1 ownership—or in 6 different branch plants, or 6 different own- 
erships ? 

In Senator Kennedy’s and Congressman Kelley’s bill the word “com- 
mercial” has been added to the nonexempt category. Consequently, if 
we do a certain percentage of our business w ith neighborhood aauaee 
shop, local doctor, or neighbor hood filling station, we lose our exem 
tion, and you cannot conceive of any way these folks are involved in 
interstate commerce. We would forever then be placing our exemp- 
tion in jeopardy by literally doing business with my family physician, 
or renting hand towels to our attorney for use in his office. To attempt 
to place laundries in categories as to whether the work is “commercial 
or retail” business is as unsound and impractical as if laundries are 
to be exempt or nonexempt according to the number of employees, or 
annual sales. Here again we place ourselves at the mercy of the future 
unknown whims of future W age-Hour Administrators or Secretaries 
of Labor. 

Congressman Kelley in his bill H. R. 4575 eliminates the present 
exemption for outside salesmen. These men are all commission-pay 
men. Their pay is entirely governed by the amount of their physical 
effort they themselv es are W illing to put in. None of them works on a 
time clock, and it is my experience that those outside salesmen who are 
willing to work a few extra hours are more than handsomely repaid for 
their effort by increased earnings. I find on the other hand a class of 
so-called salesmen interested only in getting by, and who would wel- 
come the feather bed of wage-hour coverage. To provide wage-hour 
protection for the outside salesmen interested only in getting by puts 
a premium on indifference and triflingness, and a pen nalty on energy 
and usefulness. 

Moreover, in some of the bills now before your committee the ex- 
emptions will be denied a concern in competition with a “covered” 
establishment operating under the wage-hour law. Provided then 
that my business would qualify in every way to remain an exempt 
establishment, I would then find myself caught, so to speak, because 





FAIR LABOR STANDARDS ACT 1129 


ike there is a linen supply concern coming into Texarkana from Shreve- 
‘or ort, La., and industrial uniform concerns coming in from Tyler and 
he hreveport, all of which I am sure would be covered under some of the 
ld proposed bills currently being studied by your committee, and because 
3SS these people choose to come into my town and compete with me in my 
b- own town I then become subject to the wage-hour law after qualifying 
he in every other way for my exemptions. Perhaps this may be a bit far- 
m- fetched, but I have seen administrative interpretation issued by the 
or | wage-hour people during the past 20 years no more farfetched than 
™ | this, and it requires no interpretations to determine that I compete 
ve | with them in my own town—even if they come from another town far 
away to compete with me. Visualize, if you will, the impact this could 
ce, have on any small local business. 
ial T am sure your committee realizes the magnitude of this “competing 
ice with” phraseology. It would be possible for a covered laundry or 
h- linen supply concern to send trucks into the community of an exempt 
of | laundry and thereby force the exempt local laundry to comply with 
d- | the wage-hour law or close up—and close up they would be compelled 
al to do. 
ig. Recently we analyzed our payroll and for that week it amounted to 
ng | $2,078.44. We than extended that payroll based on the same number 
n- of working hours at a minimum wage of $1 per hour plus accepted 
differentials in wages for certain other employees, and the projected 
n- payroll amounted to $2,894.85, nearly 40 percent increase in payroll. 
if Over $800 per week additional money would be required by our plant 
er to pay $1 minimum wage. And I question how far we can raise 
p- prices to recover that cost, without losing still more customers or 
in present customers reducing their work flow to us, thereby reducing 
p- our poundage, which will have a depressing effect on our employment. 
ny I would not attempt to mislead your committee and it would be 
pt wrong for me to not mention that certain laundry plants are now 
al paying $1 per hour. The certainly are paying it. Most of the plants 
re on the Pacific coast, the plants in the city of Washington, D. C., and 
or some plants throughout the industrial East are paying it. On the 
re other hand, the selling prices for their services are considerably more 
es than the selling prices we charge in Texarkana. And, to anticipate 
a question, I am sure you would be inclined to ask me why I cannot 
nt charge those prices in Texarkana. First, there is the simple reason 
ty that the housewife in a small southern town is our foremost competitor 
al and I am very sure, for laundry service priced higher than she chooses 
a to pay, she will do her own washing. 
re Second, in our part of the country—notwithstanding all of our 
or social advances—-the washerwoman has not disappeared. Third, we 
of are more or less restrained from raising our rates to small local 
1- commercial establishments such as beauty shops, motels and restau- 
ir rants, because if we try to recover our costs of $1 per hour labor from 
ts them, they would put in their own laundry plant and operate their 
y own laundry department with exempt labor which they would be able 
to hire at the prevailing rate around Texarkana from $14 to $18 
per week. So between the home do-it-yourself methods, the washer- 
| woman, and the owner of a small commercial establishment who will 
n operate his own laundry with exempt labor, our selling prices are 
rt just about fixed. I questioned a motel operator a few days ago, and 


3€ he pays his girls $64 per month. Less than $16 per week. 
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We are compelled to maintain our present level of prices for there 
is not a single item that we wash and iron that the customer cannot 
do himself if he so desired. Too, an important factor which governs 
our selling prices might be found in some figures recently published 
by the Federal Reserve bank, which shows the effective buying in- 
come per year for many States and towns—among them—Congress- 
man, I would like to correct the reference there. This is from Sales 
Management magazine quoting figures from the Federal Reserve bank 
and the Bureau of the Census. It was done by Sales Management 
magazine for the benefit of companies in setting their sales quotas, 
and so forth. 

The towns are: 





I a . ceuiulgnips amie ds maninSilismiiies ow & ooh mance : 1214 
Ne nee eee ee ee St ke 
a Se ha db Odden bbn ed cddnicaoldude 1820 
Pe i a a a a catia be benedubdnebhi 1828 
I ates intense ee 762 
a a sniseiibiipnaneio mente eocnileampeni wgainmiaomnaitedaleaun 1244 


You may see from these figures that the areas now able to pay higher 
wages can charge higher prices because the buying public has more 
to spend—hence they are less sensitive to incres ased prices. 

In our plant in 1956 we had the engineering firm of Stevenson, 
Jordan & Harrison revamp our operating procedures. This work 
cost us nearly $5,000. We were able to eliminate 15 jobs and reduce 
the employees from around 85 or 90 persons to around 70 or 75 per- 
sons. In each instance the wages saved by the jobs eliminated 
were divided up in full among the remaining workers. For instance, 
if you will refer to the following table, which will show 18 girls em- 
ployed in our flatwork department for the first quarter of 1956 to 
whom we paid $5,092.06, or an average of $268 per girl for the quar- 
ter, you will see that after rearranging this departme nt the crew 
was cut to 13 girls who were paid a total of $5,136.47, or an average 
of $395 per g girl for the first quarter of 1957. Each girl in the crew 
earned from $75 to $150 more after these changes were made—but 
what became of the girls not mentally or physically able to maintain 
the pace required to meet these new standards? Similar examples 
can be shown to your committee from other departments of our 
plant. 

(Table referred to by witness follows :) 


Flat work 


1 
| 
| 





Name 13 months, | 3 months, || Name 3 months,/3 months, 
| 1956' | 19572 | 1956 ! 1957 2 

eS ee ee ee eee ae — 7 ——— | > 
G. Anderson. __-.. . $265. 14 $339.10 || S. Davis.... | BT OSS sncintnenic 
M. Caldwell_____- | 264.95 343.93 || L. Blevins... ig ff ehapeteeie. 
J. Sims. ot: se TO! 335. 70 || E. Wrightner ay em 
H. Bean ni : 260. 42 305. 88 || N. Hackett__. 422. 92 $535. 20 
A. Johnson. akties | 250.36 | 342. 36 || Ida Walton 423. 41 é 
M. McDuffie __- 250. 36 333.69 || B. Rhodes-___. 764. 40 862. 58 
A. Perkins____. _..| 251.30 335. 64 || C. Harvey. x iz | 302.63 
H. Williams. --- ---| 193.33 | tA || O. F. Spigner__.-. : | 425. 85 
M. Trammell_--- -| 266. 52 ; R. Campbell. -- ae 343. 93 
Dana Holloway --_- | 202.03 | ‘ A. Biddle___- 329. 98 
Eldonia Kelly : 239.11 |... joer 
M. McElroy 353 243. 35 . Total__. ..| 5,092.06 | 5, 136.47 
. A.) SOG Rs odin os Average. inn 268.00 | 395. 00 


18 girls. 
2 13 girls. 
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ere Mr. Nexson. I firmly believe we have gone as far as we can with 
not internal improvements to enable us to pay higher wages—from now 
rns on higher wages must come from unwelcome higher selling prices. 
hed Inflation is truly caused when prices are increased without equal 
in- increases in efficiency and output. 

*SS- We are small business in every sense of the word—so very, very few 
les are what one would call big business, or, to coin a phrase, “stockholder, 
nk paid management, operated.” Over the past few years much has been 
ont said in Washington about aid to small business—it has been a talking 
as, oint by both major political parties—hence the term “small business” 


is nothing new. Here is a real chance for your committee to render 
concrete aid to small business. The real aid can be for your committee 


214 to recommend to Congress that the service trades exemption to the 
334 Federal Fair Labor Standards Act not be changed. 
320 I therefore ask your committee to reject all proposals which would 
= result in increasing labor costs in power laundries by artificial and 
44 statutory means and specifically to urge you not to change the laundry 
and dry-cleaning establishment exemption as presently written in sec- 
oe tion 13 (a) (8) of the Fair Labor Standar ds Act. The present exemp- 
in tion enacted in 1949 has worked well in our industry. It has not 
| exempted every plant nor was it intended to exempt those plants which 
my are substantially engaged in interstate commerce or those plants which 
r to a large degree serve the obvious instrumentalities of interstate com- 
- | merce, such as transportation companies and manufacturing concerns. 
a This exemption has provided no impediment to labor-management- 
od | relations negotiations nor has it affected local trading area group 
~ bargaining procedures which have worked so well for years. Moreover, 
to the exemption language has in no way obstructed the rights of workers 
to organize. 
ee It has permitted an industry to exist which provides a needful and 
by healthful service to housewives at an acceptable and reasonable cost 
a and at the same time provide employment for 227,000 workers, many 
it of whom are unskilled and older workers not readily employable in the 
oe skilled jobs of manuf acturing plants. 
cs I appreciate, Congressman, the opportunity to lay this brief before 
es you, and I hope I can cover any question you care to ask, or some of my 
7 associates here will. 
Mr. Ketiry. Mr. Nelson, how many hours a week do they work ? 
Mr. Nerson. I would say at the present time our girls are working 
about 3714 hours. 
Mr. Kerry. That is an average? 
., Mr. Netson. Yes, sir. 


Mr. Ketiry. Some of them work more than 40? 

? Mr. Netson. No, sir. 

" Mr. Ketiry. Well, in strict interpretation of interestate commerce, 
you would really be in interstate commerce. You operate in two 


, States. 

; Mr. Nerson. Oh, boy! No; I mailed you a letter the other day 
5 and had to go over in Arkansas to buy a stamp to put on it. 

8 Mr. Keniry. The point I was making is that you do business in 
7 both States. 

e Mr. Nexson. Yes. 


. Mr. Ketxiry. Your laundry business is in both States ? 
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Mr. Netson. Yes. It is 1 commercial community in 2 States. The 
town operates as one. We have 1 fire department there, 2 police de- 

artments, but they operate, and they pay no attention to the State 
ine. 

Mr. Keitiey. What is the population of Texarkana / 

Mr. Netson. About 50, 000, sir. 

Mr. Ketiry. Have you any questions, Mr. Teller? 

Mr. Tetuer. Yes, Mr. Kelley. 

Let us talk about outside salesmen first. How many do you employ? 

Mr. Netson. I have 8 in the laundry department, 2 in my linen de- 
partment, 1 in my industrial-uniform department, who also handle 
our diaper business. Our diaper business is very small. The town is 
not big enough to support it. That would give me 11. 

Mr. Tretier. Do these outside salesmen do anything but outside 
selling ? 

Mr. Netson. That is all. 

Mr. Teter. No deliveries? 

Mr. Nexson. Oh, yes. What we mean by “outside salesmen” are 
the laundry-route men that pick up your laundry or pick up your 
merchandise and take it down and process it and deliver it. We call 
them outside salesmen. 

Mr. Teter. Is each outside salesman restricted so far as his route 
is concerned ? 

Mr. Netson. Yes, sir. 

Mr. Tetier. And you pay him on a commission basis? 

Mr. Netson. Yes, sir. 

Mr. Tetter. Well now, what does each one of them earn, actually ? 

Mr. Netson. Well, I have some men who are willing to put in extra 
hours that will make anywhere from—any time he makes less than 
a hundred dollars a week, he is a very disappointed boy. I have several 
that have working wives, and they are perfectly content to take home 
$60 a week, and you can always catch them at home around 4 o’clock 
in the afternoon. And I know they stay at home after 8 in the morn- 
ing, because we have a TV program, and they will always tell us what 
they saw on our TV program at 8 o’clock in the morning. 

But this boy that makes a hundred dollars, and we have several 
making $90, they are out beating the bushes. 

Mr. Terier. They are all full-time people? 

Mr. Netson. Yes, sir; all of them. 

Mr. Tretier. Then the dollar minimum rate would not affect you 
adversely insofar as the outside salesmen are concerned. You are 
concerned over the overtime provisions; is that it? 

Mr. Netson. Yes; the overtime provisions would affect us adversely, 
sir. And I think the psychology of taking a commission man and 
giving him this type of protection would be bad. 

Mr. Teter. You do not know how many hours they work. 

Mr. Netson. I wish I could feel they work 40. I am afraid it is 
closer to 30. 

Mr. Teter. But they do not punch a card ? 

Mr. Netson. Oh, no; nor do they turn in a time report. 

Mr. Tetier. And they do not turn in a time report? 

Mr. Netson. No, sir. 

Mr. Teter. I have been doubtful for some time about eliminating 
the outside-salesmen exemption. 
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Now, any of these 22 laundries or laundry propriptors that you 
speak oe-wete any of them union establishments ? 

Mr. Nexson. I could not answer that question. Perhaps some of 
these gentleman up here can say. 

None from Florida I am told. Some from Louisiana. 

Mr. Texter. Does any representative whose name was called by 
Mr. Hussey when you first got up to testify—does any one of you have 
a union in your ests :blishment ? 

Mr. Netson. No, sir. 

Mr. Trevier. Is there any union establishment in your community ? 

Mr. NELSON. No laundry union, no, sir. 

Mr. Tevier. Yes. I am referring to laundry unions. 

Mr. Netson. That is correct, sir. 

Mr. Tevier. I am curious about a disparity here which appears 
at page 10 of your testimony, in which you talk about or at least 
give figures relating to effective buying income in various cities and 
various States. 

Mr. Netson. Yes, sir. 

Mr. Tetier. You have the State of Arkansas. The effective buy- 
ing income there is $762. 

Mr. Newson. Yes, sir. 

Mr. Trier. And in the State of Texas it is $1,244. Quite a dis- 
parity there; right? 

Mr. Netson. That is very true. 

Mr. Teter. Now, which of those do you elect to take? 

Mr. Netson. I am afraid our Texarkana industry leans more to the 
Arkansas level. Dallas, Fort Worth, Corpus Christi—these towns 
account for a tremendous amount of effective buying power in Texas. 

You see, Texas is big. It is 800 miles from Texarkana, Tex., to 
El Paso. 

Mr. Tretter. Now, as to Mobile, Ala., there is no reason why that 
should be almost as high as Texas, is there? Is that an inflated area 
so far as income is concerned ? 

Mr. Netson. I would not be in a position to answer that question, 
other than on a presumption. It is a poor town like New Orleans. 
There is considerable industry at both places. 

Mr. Tretxter. How about New Orleans, La.? Is that a rare and 
unusual kind of city? Is this a rare and unusual kind of city so 
far as income is concerned? Is it excessively high compared with 
other cities? 

Mr. Netson. I could not answer that, sir, because I do not know 
enough about the economy of this area. 

Mr. Tretxier. And how about San Francisco, Calif.? Why should 
that be $1,820? There does not seem to be any reason, other than the 
fact that they have aggressive Congressmen. 

Mr. Nextson. That might account for it, sir. And you see what 
these effective Congressmen do to the effective buying power in 
Washington ? 

Mr. Tetier. Yes. 

But what concerns me is that you have here in the State of Arkan- 
sas what is referred to as “effective buying income” so disproportion- 
ately low as compared with the Nation as a whole. 
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Mr. Newtson. Yes. Unfortunately, that is really the truth. Ar- 
kansas has just in the last 2 or 3 years steppéd out of the agricultural 
class. I just recently traveled all over the State of Arkansas during 
the Easter holidays. And it is strictly farming. 

Mr. Teter. The people in the State of Arkansas pay taxes to the 
Federal Government in accordance with the schedule applicable to all 
over people in the country, do they not? 

Mr. Netson. Oh, certainly. They even have a State income tax, 

Mr. Tetuer. And they pay a State income tax ? 

Mr. Netson. Yes, sir. 

Mr. Tetier. But insofar as the national income tax is concerned, 
we provide no exception for the State of Arkansas. 

Mr. Netson. That is right. 

Mr. Tretrter. Now, what about the cost of living in the State of 
Arkansas? Is it substantially lower than any other State? 

Mr. Newson. I would say it is about the same. You might say the 
standards of living would be a little lower. 

Mr. Texter. But the published figures for the increase in the cost 
of living and the index published by the Bureau of Labor Statistics, so 
far as my recollection goes, does not give the State of Arkansas any 
tremendous advantage. They have to pay generally what everybody 
else in the country has to pay for whatever they buy. Is that not true? 

Mr. Netson. That is right. 

Mr. Tetirr. Then it seems to me that in the State of Arkansas 
there is quite a depressed situation. 

Mr. Netson. I expect there is. 

Mr. TELier. Well, is that not our responsibility as Congressmen, 
levying taxes without discrimination, or without favoritism, and 
adopting policies which may very well affect the increased cost of liv- 
ing, to adopt measures to see to it that the people receive the protection 
of the Federal minimum wage laws? Why should they be discrimi- 
nated against simply because they have lower buying power? 

Mr. Netson. I would say, in answer to your question, Congressman 
Teller, that probably the percentage of laundries in the State of 
Arkansas is as low as any State in the country in relation to the 
population. 

Mr. Lasker, you know more about Arkansas, living in Little Rock. 
Could you enlighten us? 

Mr. Lasker. Well, of course, we are not asking exemption on a 
State basis, but on an industry basis. Our income basis is a general 
State problem. 

Mr. Tetier. What is the average hourly rate paid to the people 
who work in your laundry establishment ? 

Mr. Netson. We have our entire plant, sir, on what is known as an 
incentive basis. Our hourly rate is 5214 cents an hour, of which a 
girl has a quota, and she gets paid the hourly rate as she exceeds os 
quota. In other words, her quota is 100 points, and if she gets 12! 
points she gets 25 percent increase over the hourly rate. 

Our average wage at the present time in our plant is 70 cents an 
hour. Our take-home pay is that. 

Mr. Terier. And none work in excess of 40 hours? 

Mr. Netson. That is correct. 

Mr. Teter. Do you have a vacation schedule? 
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Mr. Netson. No, sir. 

Mr. Texter. Any holidays? 

Mr. Netson. We take Christmas, Thanksgiving, Fourth of July, 
and those holidays. 

Mr. Teter. Do you pay the people for those holidays? 

Mr. Netson. That is correct. 

Mr. Teter. Do you have provision for sickness and insurance? 

Mr. Newson. Yes, sir. 

Mr. Teter. Do you have people work all the year around ? 

Mr. Nerson. Yes, sir. Our employment fluctuates very little. 

Mr. Tetter. How many people did you say you have? 

Mr. Nexson. Between 70 and 75. 

Mr. Triter. What concerns us, of course, is: Why should these 
people be exempted from a generally applicable wage law? They 
work as hard as they would if they were to work in a factory or a 
plant. And they would be protected by the law in a factory or plant. 
They are affected by the income tax law and by the cost of living. 
Why should they be discriminated against as far as the operation of 
the minimum wage law is concerned ? 

Mr. Nexson. I am afraid we might find ourselves in the position 
lots of laundries find themselves in, where they have priced themselves 
out of business. There has been a tragic trend particularly on the 
Pacific coast toward the elimination of laundry plants. 

Mr. Tecter. You mean they are being replaced by these automatic 
machines ? 

Mr. Netson. By automatic machines and by the housewife herself. 
She just rebels at paying more than she wants to. She is willing to 
pay a certain amount. You will pay a certain amount to go to a 
theater or a certain amount for a steak, but you won’t pay more. You 
will step yourself down to a little less luxury cut of meat when the 
price goes up. And as we raise prices, our poundage goes down. 
You may still pay us $2 a week or $3 a week. But we have less work 
from you. 

Mr. Hour. Would the gentleman yield ? 

What are your prices, like for a shirt ? 

Mr. Netson. Twenty cents. 

Mr. Hour. Name some other things, like sheets. 

Mr. Newson. Sheets, 14 cents; hand towels, 3 cents; pillowcases, 6 
cents; work pants, 40 cents. 

Mr. Tetier. Texas has no minimum wage law ? 

Mr. Netson. No, sir. 

Mr. Teter. Arkansas has no minimum law ? 

Mr. Newson. Yes, sir. 

Mr. Teter. Generally applicable? 

Mr. Netson. It is so inconsequential that I think they have even 
forgotten about it. Itis$1.25aday. Arkansas has a 48-hour law for 
women, 6 days a week. 

Mr. TrtierR. One of the things that we are concerned about is the 
fact that so few of the States have taken the lead of the Federal Gov- 
ernment in regard to minimum wage protection. And do you not 
think there is an area within which the States ought to take the lead of 
the Federal Government in providing minimum wage protection for 
the workers? 
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Mr. Netson. That would be a hard question to answer, sir. Again 
take Texas. It covers an area from Texarkana to El] Paso, 800 
miles. Itis closer to Chicago. 

Mr. Tettxr. I have no further questions. 

Mr. Ketiey. Mr. Griffin? 

Mr. Grirrin. I was just looking at the prior testimony of Mr. 
Boartfield, and my eyes have come to this statement that he made: 

The world knows that with every increase in minimum wages, business has 
improved; the threatened calamities have not occurred. Industry has found 
ways and means of improving efficiency so that actual labor costs have not 
increased. 

You do not subscribe to that philosophy, do you ? 

Mr. Newson. I would subscribe to that fully if what we worked on 
was a uniform-sized product, or if we did nothing but iron shirts all 
day or nothing but iron sheets. He refers to a manufacturing plant 
that sits there all day long and grinds out one item, or this production 
crew grinds out one item. Visualize your family bundle, that comes 
out of your house, next time you are at home, when you are sending 
out your laundry—I hope you do send out your laundry to a commer- 
cial establishment; pardon the plug but visualize how many different 
sizes of things there are in there. Your underwear has to be handled 
one way, your shirts another. We iron a sheet on one type of equip- 
ment, and a handkerchief on another type of equipment. All that has 
to be checked in and identified individually. Each item has to be 
processed. This shirt that I have on and the shirt that you have on 
cannot be washed together, because this is a colored shirt and yours is 
a white shirt. It is processed, and then it has to be assembled and 
checked out. 

There is so much handwork. There is so much thinking. Whereas 
it just does not lend to machine work. 

Now, we do have, in some laundry plants, considerable machinery 
where they have a great many pieces of the same thing, in the industrial 
field, where they just have shirts and pants. They have production 
figures that would stagger you. 

But that girl sits there all day long and does nothing but iron pants. 
She never irons a suit of underwear. She doesn’t break her rhythm. 

Mr. Grirrin. I do not have anything further. 

Mr. Ketitey. Thank you very much, gentlemen, for your testimony. 

Mr. Netson. Thank you, sir. 

Mr. Hussey. Mr. Chairman, next is the representative of the Sani- 
tary Institute of America. Mr. Emile L. Grossbart is the witness, 
accompanied by Mr. A. Rosen. 

Mr. Ketter. You may proceed, Mr. Grossbart. 


STATEMENT OF EMILE L. GROSSBART, MEMBER, WAGE AND HOUR 
COMMITTEE AND VICE PRESIDENT, SANITARY INSTITUTE OF 
AMERICA 


Mr. Grosspart. Honorable chairman and committee members: I 
greatly appreciate your consideration in providing me with an oppor- 
tunity to present the position of the Sanitary Institute of America 
concerning possible amendments to the Fair Labor Standards Act. 

I should like to make clear that this statement reflects the views not 
only of my firm, Southern Wiping Cloth Co. of Memphis, Tenn., but 
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also of 115 firms engaged in the laundering and processing of indus- 
trial wiping cloths who are members of the Sanitary Institute of 
Americ: 

The wining cloths produced by these firms are sold both in intra- 
state commerce and in interstate commerce to tr ades, industry, and 
Government agencies. In addition to the 115 members of our asso- 
ciation, there are approximately 200 other firms engaged in the same 
activity which are not members. 

Both associate members and nonmembers, however, are governed by 
the provisions of sections 6 and 7 of the Fair Labor Standards Act. 
Each of these firms, therefore, must pay the minimum wage of $1 per 
hour and an additional 50 percent for hours in excess of 40 hours 
worked in any one week. 

The purpose of this statement to your committee is to make known 

the position of the wiping cloth industry with particular reference to 
the laundry exemption now contained in the act. As you know, 
laundries are now exempt from the minimum wage and overtime pro- 
visions of the act arate that— 
more than 50 percent of the establishment’s annual dollar volume of sales of such 
service is made within the State in which the establishment is located and pro- 
vided that 75 percent of such establishment’s annual dollar volume of sales of 
such services is made to customers who are not engaged in a mining, manufac- 
turing, transportation, or communications business (par. 154, sec. 13, Fair Labor 
Standards Act). 
As a result of the exemption eranted laundries meeting the above 
requirements, it is obviously now possible for any laundry which does 
51 percent of its business within the State and which makes 75 per- 
cent of its sales to customers who are not engaged in mining, manu- 
facturing, transportation, or communications business still to do 25 
percent of its annual volume of business through the sale, servicing, 
or rental of industrial wiping cloths either within or without the 
State in which the establishment is located without being required 
to conform to sections 6 and 7 of the act. 

Since these laundries are not required by law to pay the $1 mini- 
mum or overtime wages, they, of course, have a significant advantage in 
competing with wiping cloth laundries who are compelled under the 
law to conform with sections 6 and 7 of the act. Laundries engaged 
in this practice are family laundries, linen supply laundries, diaper 
laundries, and industrial laundries, many of whom wash or rewash 
industrial towels or reclaimed rags for use as wiping materials. 

It is the firm conviction of members of our association and of the 
ean industry that the wage-hour law was not intended to 

sate discriminatory conditions of competition in any industry. We 
are entirely in sympathy with the philosophy of minimum wages and 
maximum hours. We believe, however, if we are able to be bound by 
the wage-and-hour provisions of the act, our competitors should also 
be so bound. 

For these reasons, our association and industry wish earnestly to 
endorse, with one change, H. R. 4575, introduced by Congressman 
Augustine B. Kelley and now before your committee for considera- 
tion. That part of H. R. 4575 dealing with the laundry exemption 
reads as follows: 

(83) Any employee employed in any establishment engaged in laundering, 
cleaning, or repairing clothes or fabrics by an employer having neither more 
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than 4 such establishments nor more than a total annual dollar volume of 
sales or servicing of $500,000: Provided, That not more than 25 percent of such 
employer’s annual dollar volume of sales or servicing shall be made to customers 
who are engaged in a mining, manufacturing, transportation, commercial, or 
communications business (p. 3, lines 16-25, H. R. 4575). 

The change which we recommend is the substitution of “10 percent” 
for “25 percent” in line 21. Lines 21 to 25 would then read: 

Provided, That not more than 10 percent of such employer’s annual dollar 
volume of sales or servicing shall be made to customers who are engaged in a 
mining, manufacturing, transportation, commercial, or communications 
business. 

There is one paragraph I would like to insert here, which is some- 
what contrary to Mr. Kelley’s bill. 

It is our considered opinion that outside route men and/or sales- 
men for service industries should be excluded from the wage-and- 
hour provisions of H. R. 4575. By “service industries,” I refer to 
laundries, dairies, bakeries, and the like, whose outside men are not 
subject to control as to hours, wages, or production achieved. 

In the South, particularly, certain laundries doing industrial wash- 
ing are branches of huge family laundries which do a total annual 
volume of business of $1 million or more. Such a laundry, doing a 
total annual volume of $1 million, may at present sell as much as 
$250,000 worth of its products or services to businesses engaged in 
mining, manufacturing, transportation, or communications, and still 
legally be exempt from the minimum-wage and overtime provisions 
of the Fair Labor Standards Act. Wiping-cloth laundries, all of 
whom are covered by the minimum-wage and overtime provisions of 
the act, simply cannot meet such competition. In addition to family 
laundries and linen-supply services who have for years taken advan- 
tage of this loophole in the law to undersell our industry, numerous 
diaper laundries have recently seized this opportunity to branch out 
into the processing of wiping cloths or industrial towels, thus further 
encroaching on markets formerly held by wiping-cloth laundries. 

They have been able to undersell wiping-cloth processors for the 
sole reason that they have a legally protected privilege to pay wages 
less than those paid by wiping-cloth processors. Testimony sub- 
mitted to the Senate Subcommittee on Labor in 1956 showed hourly 
laundry wages to be as low as 63 cents in Birmingham and Nashville, 
66 cents in Atlanta, and 67 cents in Memphis, during the period May- 
July 1955. (See p. 44, Hearings Before the Subcommittee on Labor 
of the Committee on Labor and Public Welfare, U. S. Senate, printed 
by the U. S. Government Printing Office.) The manifest injustice 
of this situation is, I am sure, apparent to your committee. 

It is true that H. R. 4575, as introduced by Congressman Kelley, 
does grant a partial measure of relief by excluding from the exemption 
those employers having 4 establishments or more than a total annual 
dollar volume of sales or servicing of $600,000. The exemption is also 
somewhat narrowed by the addition of the word “commercial” in 
establishing the 25 percent of sales which in the present act may be 
made to customers engaged in “mining, manufacturing, transporta- 
tion, or communications business.” 

Even with the exemption as limited by H. R. 4575, however, it should 
be noted that a family, linen-supply, or diaper laundry doing an 
annual volume of business of $499,000 could still, if it so desired, sell 
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or service wiping cloths or industrial towels to the amount of more 
than $124,000 per year and still be exempt from the minimum-wage 
and overtime provisions of the act. Since the annual volume of busi- 
ness of the average wiping-cloth laundry is only approximately 
$250,000, the importance of the exemption, even as limited by H. R. 
4575, is readily apparent. 

It would be a very simple matter for any laundry or corporation 
to set up a separate group of companies so that each company would 
come under the necessary dollar volume as indicated in the proposed 
changes for the Fair Labor Standards Act. 

Attached to this presentation is a reprint of page 378 of the classified 
section of the Memphis, Tenn., telephone directory. Of the 9 firms 
listed under wiping cloths, 5 are not covered under the Fair Labor 
Standards Act, although they are competing both in intrastate and 
interstate commerce with the 4 firms which are governed by the pro- 
visions of sections 6 and 7 of the Fair Labor Standards Act. We have 
no objection to competition from the laundries involved and the two 
others which are not yet listed in the classified section. We do not 
ask that the laundries go out of business, we simply request that, if 
they are going to compete against us, they be required to compete on 
equal terms. 

(The reprint referred to was filed with the committee, and is avail- 
able for reference.) 

Mr. Grosspart. There should be suflicient volume of business for 
them on regular home-laundry work and diaper-service work. If 
they don’t want to compete with us under the provisions of the Fair 
Labor Standards Act, then we are satisfied that they not come under 
the provisions of the act. We do, however, request protection if they 
are going to be allowed to compete with us. 

It is for this reason that we urge the change from 25 to 10 percent of 
the volume of sales or service which may be made to customers engaged 
in “mining, manufacturing, transportation, commercial, or communi- 
cations business.” 

The 10 percent still permitted, if our recommendation is adopted, 
will more than amply cover the occasional sales or servicing of those 
laundries which are primarily local in character and engaged in serv- 
icing nonindustrial accounts. Those laundries doing more than 10 
percent of business to firms engaged in mining, manufacturing, trans- 
portation, commercial, or communications business should, in all fair- 
ness, pay the same wages and overtime which are paid by wiping-cloth 
laundries with which they are competing. 

It is our belief that one of the major purposes of H. R. 4575 is to 
eliminate the numerous loopholes which created injustices and unfair 
competition because certain firms are now covered by the act while 
their competitors are not. It was, we believe, to prevent such situa- 
tions that H. R. 4575 defines “activity affecting commerce” as follows: 

Includes any activity in commerce, necessary to commerce, or competing with 
any activity in commerce, or where the payment of wages at rates below those 
prescribed by this act burdens or obstructs or tends to burden or obstruct com- 
merce or the free flow of goods in commerce. (See p. 4, lines 4-9, H. R. 4575.) 

In defining “activity affecting commerce” so as to include activities 
“competing with any activity in commerce,” the amendment proposed 
by Mr. Kelley takes an important step toward elimination of unfair 
competition arising from the act as at the present written. 
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If the spirit of this section were carried through to its logical con- 
clusion and applied to the laundry industry, no laundry competing 
with wiping-cloth laundries (which are engaged in commerce) would 
be granted exemption from the act. It is not our intention or desire, 
however, to seek denial of the exemption to those laundries engaged al- 
most exclusively in servicing householders. The 10 percent which we 
recommend as the maximum of sales permissible to firms engaged in 
a mining, manufacturing, transportation, commercial, or communica- 
tions business is a fair and reasonable tolerance. 

In the interest of equity and fair play. We again urge you to sup- 
port H. R. 4575, but with the important amendment substituting “10 
percentum” for “25 percentum” in that section dealing with the laun- 
dry exemption (p. 8, line 21, H. R. 4575). 

Mr. Hort. Do you have outside salesmen ? 

Mr. Grossparr. In the wiping-cloth business? Yes, sir 

Mr. Horr. How are they paid? 

Mr. Grossparr. Most of them are paid on a commission basis. But 
most of them earn far above the endive That is not a problem. 
The only problem is that it is almost physically impossible to know 
how many hours a man actually works when he is not punching a clock, 
if he is out of town, or in some other city. You have no way of telling 
what he does. 

Mr. Hour. How far away do they go from the home plant ? 

Mr. Grosspart. Are you speaking of my own operation or of the 
industry ? 

Mr. Horr. Whatever you are speaking for. 

Mr. Grossparr. There are many that travel from 48 States. They 
may have one location, but they do business in all States of the Union. 
Our particular company does business in 16 States. That is the 
Southern Wiping Cloth Co. as well as the Sanitary Institute of 
America. 

Mr. Horr. What I am asking is, How far away do your drivers 
or the people j you pay commission to go to get business ? 

Mr. Grosspart. We have no route men. All our salesmen are just 
salesmen. 

Mr. Horr. That is right. 

Mr. Grosssart. I put this in, because I am familiar with that 
problem, and I think in all fairness to a definite problem and one that 
is almost impossible to solve as far as the outside route men and 
salesmen are concerned, because you strictly don’t know what they 
are doing or the number of hours that they work. Unless IBM or 
somebody like that can come up with a machine that will solve the 
problem, I see no way to do it. 

Mr. Hour. How many of the people you represent are unionized ? 

Mr. Grossparr. I don’t know exactly, sir. I know that some of 
them are and some of them aren’t. Most of those up east ar union- 
ized, and most of those in the South are not. 

Mr. Horr. You are primarily representing, as I understand it, the 
southern group ? 

Mr. Grosspart. The Southern Wiping Cloth Co. happens to be 
my own business. But we are representing the Nation, members 
from New York to California. 

Mr. Hour. That is what I wanted to get clear. 


On- 
ing 
uld 
ire, 
al- 
we 
in 
ca- 


ip- 
‘10 


ut 


m. 
IW 


k, 


he 


“Vv 
n. 
is 


»f 


FAIR LABOR STANDARDS ACT 1141 


What are your prices, incidentally? How do your prices com- 
pare for doing the same thing with work that a laundry does? 

Mr. Grosspart. I thought that might come up. 

In most of the industrial laundries about which we are complain- 
ing as to unfair competition, they have something like this, which 
is called a shop towel. That is usually put out on a rental basis. 
And this is what the wiping cloth people produce. It would be 
colored or white wiping cloths or wiping rags, whatever you would 
like to call them. 

Now, we do not have an actual contrast, in the fact that that 

roduct is rented while this product is usually sold outright. Now, 
it is sold for the same purpose, to wipe grease off of machinery or off 
a mechanic’s hands. And it takes care of the same wiping problem. 

But under the situation as it now stands, those people who are 
putting this type of service out, and who have a big home laundry 
business to enjoy the 25 percent, are able to do as much business 
in that as we do in this product, and we have to pay the dollar minimum 
whereas they do not. 

Mr. Hour. Do you folks stick exclusively to wiping cloths? Do 
you handle uniforms? 

Mr. Grosspart. Most of the members of our association are in the 
wiping-cloth business only. They may do other merchandising. 
They may handle cloths of all kinds. There are many ramifications. 

Mr. Hotr. They stick to the cloths; they do not go into laundry 
uniforms ? 

Mr. Grosssart. Most of them do; some do not. 

Mr. Horr. What do you mean by “most” and “some” ? 

Mr. Grosspart. Out of the 150 members, to my own knowledge, 
less than 20 of them are engaged in any form of rental business. 

Mr. Horr. That is what I wanted to know. 

On page 4, you say: 

The 10 percent still permitted, if our recommendation is adopted, will more 
than amply cover the “occasional” sales or servicing of those laundries which 
are primarily local in character and engaged in servicing nonindustrial accounts. 
Those laundries doing more than 10 percent of business to firms engaged in 


mining— 
and so on. 

How did you arrive at that statement ? 

Mr. Grosssartr. Frankly, sir, we would rather have it 90 percent. 
But we thought we had a greater chance of getting a change made if 
we showed some tolerance toward our neighbors. 

Mr. Hour. You are a very honest man. 

That is the answer I am seeking. 

No further questions. 

Mr. Grirrin. In your own business, the Southern Co., what is the 
average wage that you pay to people in the laundry plant? 

Mr. Grosspart. A dollar an hour. We have no choice. 

Mr. Grirrin. You could pay them more than that. But you pay 
them a dollar. 

Mr. Grosspart. That is correct. 

Mr. Grirrin. Before the dollar-an-hour minimum wage went into 
effect, did you then pay 75 cents? 

Mr. Grosspart. Most of them are 75 cents. There are a few de- 
partment heads, say 4 or 5 people, who might have a 10-cent or 15-cent 
differential. 

89327—57—pt. 174 
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Mr. Grirrin. The minimum law was changed to put the dollar mini- 
mum in effect, and most of your employees got a 25-cent increase? 

Mr. Grosspart. That is correct. 

Mr. Grirrin. What about the impact of that change on your busi- 
ness ? 

Mr. Grosspart. Frankly, I thought it would be tremendous. But 
actually, everybody was in the same boat, and we all had to make 
changes, internally, and some price increases. 

Mr. Grirrin. What about your business? Did your business fall 
off ? 

Mr. Grosspart. No, sir. But the only problem is that it gave an 
increasing wedge to the shop competition. And that has been our 
problem for many years. And one reason I think we are not able 
to deal with it better is because of the protected wages they have. 
And in Memphis, if we had to pay a dollar an hour, the price would 
not be a cent anda half. In contrast, there are about 12 towels to the 
pound. Ata cent and a half that conforms to 18 cents for a wiping 
cloth. At 2 cents it is 24 cents. 

Mr. Grirrin. No further questions. 

Mr. Ketiey. Thank you very much, Mr. Grossbart. 

Mr. Reets Ketitry. Mr. Chairman, the next witness will be Mr. Sam 
Twedell of the Amalgamated Meat Cutters and Butcher Workmen 
of North America. 


STATEMENT OF SAM TWEDELL, VICE PRESIDENT, AMALGAMATED 
MEAT CUTTERS AND BUTCHER WORKMEN OF NORTH AMERICA, 
AFL-CIO, ACCOMPANIED BY NATALE MASI, NATIONAL REPRE- 
SENTATIVE 


Mr. Twepetx. Mr. Chairman and gentlemen of the committee, my 
name is Sam Twedell. I am the vice president for the south-central 
area of the United States for the Amalgamated Meat Cutters and 
Butcher Workmen of North America, AFL-CIO. 

The gentleman to my right is Mr. Natale Masi, one of our national 
representatives currently stationed here in New Orleans. 

The area of which I am regional vice president covers the States 
of Texas, Louisiana, Oklahoma, and Arkansas. 

The AMCBW is a labor union with a total membership of 325,000 
in the United States and Canada. The AMCBW and its locals have 
contracts with thousands of employers in meat, retail, food stores, 
poultry, egg, canning, leather, fish processing, and fur industries. 

I am extremely orateful to the committee for this opportunity to 
present the reasons why the AMCBW in the South believes the Fair 
Labor Standards Act should be amended to extend coverage to mil- 
lions of workers now exempted from its protection. Our union has 
already testified in great detail about the need for extended coverage, 
especially in the food industries. I should like to add testimony 
concentrating on relevant conditions in the South. 

Workers in the South need the protection of the Fair Labor Stand- 
ards Act even more than in other areas of the country. Unfortu- 
nately, our wages here are generally lower than in other sections. 
Substandard pay is more common in more industries in this than in 
other areas. Our purchasing power is lower. 
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The condition is an unjustified one. Our people here are as able, 
intelligent, hard working, and vigorous as in other areas. In fact, 
if you will permit the pride of one who has adopted this area for his 
home and has been adopted by it, I believe southerners excel in these 
qualities over other Americans. 

There is no reason in the world why we should be the low regional 
in the American economic scale. One of the means of increasing the 
standard of living of all in this area is to set basic standards—mini- 
mum standards—for the compensation of workers. These minimum 
standards can be best brought about by expanding the coverage of 
the Fair Labor Standards Act to the maximum number of workers 
economically feasible. 

The committee has two measures before it which accomplishes these 
excellent purposes. One is H. R. 4575 by the chairman, Representa- 
tive Augustine Kelley, and the other—a similar bill, except that it 
concentrates on the food industries—is H. R. 4947 by Representative 
James Roosevelt. On behalf of the AMCBW in the South, I should 
like to support both measures. 

In my testimony I shall concentrate on three exemptions in the act. 
These are (1) the retail exemption, (2) the maximum-hours exemp- 
tions for seasonal and first processing of agricultural products, and 
(3) the fish-processing exemption. I do not want to leave the im- 
pression that the AMCBW is not concerned about the exemptions in 
other industries. This is not so. I concentrate on these because they 
are the ones our union is most familiar with. 


THE RETAIL FOOD INDUSTRY 


1. Chain domination 

The retail food industry is dominated by large national corpora- 
tions, many of them engaged not only in the selling of food, but in 
the processing, packaging, transportation, and wholesaling of a wide 
range of food products. 

Three major companies in 1955—A. & P., Kroger, and Safeway— 
rang up grocery sales amounting to $7.5 billion. This was 17 cents 
from every food dollar spent by the American people in that year. 
Eight chainstores in that year added up a total gross sale of $10 bil- 
lion or 23 percent of the sales of all foodstores. 

This pattern of big corporation domination of the retail food busi- 
ness exists in all sections of the country, including the States of the 
South. The 1954 census of business, for example, reveals that the 3.2 
percent of foodstores in 14 Southern States with annual sales averag- 
ing above $500,000 controlled 39.5 percent of all food sales. (See 
table I.) On the other hand, the 83.8 percent of southern foodstores 
with sales of less than $50,000 a year had only 21.3 percent of total food 
sales. And, the 96.8 percent of foodstores—which would remain 
exempt from FLSA coverage under the legislation we favor—carried 
60.5 percent of the retail food business. 

These figure emphasize that labor is not seeking wage-hour coverage 
for the corner or crossroads grocery store in the South nor anywhere 
else. We seek coverage only in that section of the retail food industry, 
which, like other sections of American industry, should be expected 
to shoulder the responsibilities which go along with major economic 
power. 














1144 FAIR LABOR STANDARDS ACT 


A giant food corporation doing billions of dollars of business in 40 
States of the Nation can have no reason for exemption from the mini- 
mum labor standards established in law for other sectors of American 
business. The economic power of food chains is no less than any other 
section of industry, and the record shows a rate of profit tending to be 
above, rather than below, the average for American industry. (Be- 
tween 1952 and 1955, profits after taxes for 20 large food chains, as 
reported in Moody’s Industrials, rose from $83 million to $122.5 mil- 
lion, an increase of 47.5 percent. Return on net worth amounted to 
13.3 percent. ) To identify such an industry with a crossroads grocery 
is like confusing the General Motors Corp. with a village blacksmith 
shop. 

As Secretary of Labor Mitchell testified in Fair Labor Standards 
Act hearings last year: 

These multistate agencies are basically not local or intrastate in the most impor- 
tant characteristics, including ownership, control, financing, management, and 
personnel policy. 

Much the same principle holds for the so-called “independent super- 
markets”—the large combination foodstores not operated by the major 
chains. 

In the last 3 years these “independents—approximately 10,000 of 
them over the entire country—have increased their sales by $5.8 bil- 
lion for an increase of more than 100 percent. Sales of m: vjor chains 
in the same period advance a more modest 37 percent.” (Armour & 
Co. Petition for Modification of Consent Decree, p. 12.) 

The inadequate proposals for coverage supported by Secretary of 
Labor Mitchell would exclude this most powerful section of the retail 
food industry almost entirely. Even though sales per store average 
well over the $1 million a year level, few of them would be legally cov- 
ered under the loose standards proposed i in the administration’s meas- 
ure. 

Current industry standards 

Application of the 40-hour week ue $1 an hour minimum wage 
to foodstores as proposed in H. R. 4575 and H. R. 4947, could be 
accomplished without hardship or disruption. Nationally, the indus- 
try with average hourly earnings above the $1.70 level has already set 
minimum wage levels above the $1 an hour minimum proposed. More 
than 80 percent of our own members working in retail foodstores 
have already written the 40-hour week into collective bargaining 
agreements. 

In the South, where collective bargaining progress has been more 
difficult, the pattern is almost the same. Under Amalgamated retail 
contracts, 51.6 percent of our members in this part of the Nation are 
already working under 40-hour-week provisions. (See table IV. 
Contracts covering 76.2 percent of our members provide no minimum 
rate below $1 an hour—even for beginning apprentices or women 
wrappers. (See table III.) Our estimate is that not 1 percent of 
our members in Southern States are now working at less than $i an 
hour. The total payroll cost of increasing such workers to the $1 an 
hour minimum would be infinitesimal. 

For the stable and responsible sections of the southern retail food 
industry—the overwhelming majority—application of FLSA stand- 
ards could create no perceptible problem. For the unscrupulous 
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minority, which has exploited loopholes in the present law to preserve 
below-standard wage levels and conditions of work, extension of cover- 
age would serve only to nullify an unfair competitive : advantage. In 
this area of the country as in all others, FLSA coverage is necessary 
to stabilize both conditions of employment and basic income levels for 
large groups of workers. 

If the majority of the retail food industry operating in big cities 
and small towns, in large stores and small—E; ast, West, North, and 
South—can carry on without economic difficulty on a 40-hour week 
under collective ‘bargaining agreements, there is and can be no valid 
economic reason why such a 40-hour week may not be made universal 
for larger establishments. There can be no question that the economic 
feasibility of wage and hour standards has been already established 
in the overwhelming bulk of the industry’s units. The failure to estab- 
lish such standards universally can serve only to protect an economic 
advantage held by a constantly diminishing minority of the industry. 
Only the least: se rupulous proprietors could ‘feel any impact whatsoever 
from full Fair Labor Standards Act coverage. 

Retail food prices 

Our organization is concerned with increasing the rea] earning and 
buying power of its members, their families, and all consumers. We 
see this not only as a direct obligation to those hundreds of thousands 
of men and women whose aspirations for a better life created and 
control our union, but also as responsibility to the Nation’s whole 
economy. 

It is our deepest conviction that this Nation can find economic 
stability and progress only when real purchasing power of its people 

can be steadily advanced. 

Operating on these principles, we would not give support to 
measures which would drive up consumer prices—particularly on so 
vital a commodity as food. And food consumption patterns in the 
South tend to run below national averages, as shown by the Depart- 
ment of Agriculture in Food C onsumption of Households i ” the South, 
Household Food C onsumption Survey 1955, Report No. 

No inflationary effect in the South would flow from LSA coverage 
as proposed for the retail food industry. On the national level, other 
spokesmen of our union have demonstrated this by citing the high 
level of food-industry profits and the rapidly increasing productivity 
of food-industry workers. This position has been verified recently by 
reports from the Super Market Institute that, despite substantial wage 
increases given workers, no increase in labor costs per unit of sales had 
taken place in supermarkets between 1955 and 1956. 

Food stores in the South are no exception to this national pattern. 
In fact, the bulk of the evidence suggests that food stores in the South 
have even larger leeway for wage increases without price increases 
than do those in the rest of the country. 

Food prices in this area tend actually to be higher than those in the 
rest of the country. This is shown by the latest. available pricing 
(October 1951) of the Department of Labor’s City Worker’s Family 
Budget. Total annual food costs for a worker, his wife, and two 
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children were as follows for cities in the South and other parts of 
the Nation: 


Southern cities Other cities 
a iat eee RS I I Socata cDieweespieouatieensagenren overall $1, 353 
eter Lecce’) Agee | Owen COA IO eee 1, 330 
Birman em. oe BSBEe Feral te ect sts 1, 360 
I aT alienating Biers INN GIG ok cei dee centowlie urbe 1, 305 
RN i cienttsisenpiiece enteral 1, 335 
ace Be nn UI cece ths ws ecto capeeranes 1, 296 
Pa I ER eae 2S Oe tere sere oc 1, 367 
nn 6 Sitti ok a 3, 400:) Phtedeiphiax 2.04. css 1,370 
BND it ash tied ciciaaisinnns 1,401 |San Francisco_......--.---~-- 1, 353 


Mr. Twepeit. Although only two of these cities, Atlanta and Hous- 
ton, are currently priced by the Bureau of Labor Statistics, there is no 
indication that any significant change in relations between food prices 
in the South and the rest of the Nation has taken place since 1951. 

Southern workers, who pay somewhat higher prices for the food 
they eat, receive somewhat lower wages for the food they process and 
sell. This is clearly indicated by the breakdown of food-stores sales 
per dollar of payroll in 1954, released in the Census of Business. (See 
table IT.) 

Food-store sales per dollar of payroll in Southern States averaged 
$16.62 for stores at or above the $1 million a year level and $15.68 for 
those between $500,000 and $1 million. In the rest of the country, 
sales per payroll dollar were $13.29 and $13.14. Out of every dollar 
taken in by stores in Southern States, 6 cents went to store employees. 
In the rest of the country, workers received 714 cents per dollar of 
sales. Southern payroll costs could be increased by 25 percent without 
raising them above the level of the remainder of the country. Unques- 
tionably, the minimal cost increase of FLSA coverage could be ab- 
sorbed many times over without affecting the retail price of food in 
the South. 

No legitimate argument can be developed that increase in FLSA 
coverage could have any conceivable inflationary impact on the South. 
Its impact, if any, would be in the direction of transferring some buy- 
ing power from the earned surplus and dividend accounts of major 
food corporations throughout the Nation to the family budgets of 
thousands of southern workers. 

Such a development is urgently desirable. It could serve not only 
the human need for overcoming poverty, but the whole Nation’s need 
for purchasing power to shore up our economy at its weakest points. 
The addition of purchasing power at the points where it is most 
urgently needed—for necessities of life, for the improvement of health, 
security, and education of thousands of working families—can also 
serve to protect our economy against the dual dangers of inflation and 
deflation. Through it will come not increased installment debt, but 
real purchasing power urgently needed throughout the Nation. 


SEASONAL EXEMPTION 


Another serious wrong in the Fair Labor Standards Act, which 
H. R. 4575 and H. R. 4947 would correct, are the maximum-hours 
exemption for seasonal and first processing of agricultural products 
(sees. 7 (b) (3) and 7 (c) of FLSA). These exemptions permit large 
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food-processing firms to work their employees a total of 28 weeks in 
the year while paying no or negligible amount of premium pay for 
long hours. A; 

One of the exemptions—the first processing one—permit 14 weeks 
of work with no time and one-half paid at all. This committee has 
previously heard testimony from our union that this exemption re- 
sults in workweeks of over 90 hours. The South is no exception in 
this situation. The other exemption, the seasonal one, permits 14 
weeks of work with time and one-half paid only after 12 hours of 
work in 1 day or 56 hours in 1 week. Advantage of both exemption 

eriods may be taken by an employer. 

Other sections of the food industries, like the meatpacking indus- 
try, must pay overtime at a rate of time and one-half to meet emer- 

encies or to adjust to the peak of seasonal demand. The meatpack- 
ing industry, for example, averaged 45.4 hours per week in the months 
of November and December of 1955, and 44.9 hours per week in Jan- 
uary of 1956. Key plants operated on schedules ranging from 50 or 
more hours per week for substantial periods during this time. Pre- 
mium pay for workers is accepted in this section of the food industry 
as something providing equitable compensation for the physical and 
nervous strains of abnormally long hours of work. But the law ex- 
cludes the even more profitable operations of corporations in the 
canning section of the food industry. 

In some weeks during the season industries handling perishable 
crops, like peas, beans, and tomatoes, find that an extended weekly 
work schedule is necessary. But only in these industries is the full 
load of meeting such a necessity exacted as a sacrifice from workers 
alone. Only in these sections of the food industry do workers alone 
suffer all the penalties arising from the need for a heavy schedule of 
operations. 

In the peak months of seasonal production last year, average hours 
worked per week in canning and preserving were as follows: 


I sa aidan bliin tien enleietin ee bbiten het tiihs iT: Ma isk ii a tips citahvantsenadgiconiate 42.9 
a ae Ati ae tend Ss sai acetic, wdeaiatciatetn hndadalinanmeeninin 41.0 


For the full year of 1956, Department of Labor reports indicate an 
average workweek of only 39.2 hours. 

The burden of overtime is one which is not substantial except for 
a very few weeks during the year. Average hours worked per week 
in canning and preserving actually run below those scheduled in other 
industries where premium pay for overtime is an accepted standard 
for all workers. 

The canning and preserving industry has the economic power to 
meet the established minimum standards of the rest of American 
industry. Certainly it has the ability to add the few cents an hour to 
industry wage rates required for premium pay to match the premium 
efforts put forth by workers in meeting the industry’s seasonal 
problems. 

This is clearly indicated by the net profit reports of nine major food 
corporations. These companies declared $72.5 million in after-tax 
profits in 1952. For 1955, that reported total rose 47.5 percent, to 
$106.9 million. It issharply highlighted, also, by the record of rapidly 
mounting productivity made during recent years. 
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Indewes of earnings and output per man-hour in canning and preserving 
industries, 1947-55 
[1947=100] 














Hourly | Output per 
earnings man-hour 
| 
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Be eres Sais 114.4 | 119.2 
UE hea nk oi noes ; 122.0 | 128.0 
3062... ee eR i ee ie ke Be ; =hst 126.8 | 129. 1 
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Source: Hourly earnings as reported by the Bureau of Labor Statistics; output per man-hour as reported 
by BLS in release 2406 dated March 1957. 


Between 1947 and 1955 hourly earnings in canning and preserving 
have increased by 40.2 percent and output per man-hour by 44.4 
percent. This means that the wage paid per unit of output fell by 
3 percent. For a given volume of production the industry in 1955 
paid 3 percent less money in wages than it paid in 1947. 

In terms of basic justice to workers who have made this rapid gain 
in output there is also another consideration. While gains in output 
have outdistanced wage increases in the period since 1947, living costs 
in the same period have also increased by 20 percent. This means 
a further slash in real pay per unit of production. In return for a 
given quantity of foods produced, cannery workers are today receiv- 
ing at least 20 percent less buying power than was the average of 
1947. 

Preservation of the overtime exemption would strongly imply the 
sanction of national policy to the obvious inequities now suffered by 
workers of this industry. Action is imperative to eliminate seasonal 
and first processing exemptions and to bring the workers of the 
industry the protection and the economic fair play which they have 
lacked for so long a time. 

Now, gentlemen, I have been asked to make this as brief as possible. 
1 am going to eliminate this next subject here, fish processing. It is 
a serious one, but as long as everybody has this, and it will be made 
part of the record, I feel as though we can conserve a little time by 
eliminating that. 

(The material referred to is as follows :) 


FISH PROCESSING 


Fish processing workers are now exempt from both the minimum- 
wage and from the maximum-hour provisions of the Fair Labor 
Standards Act. This has not always been so. Before 1949, these 
workers were protected. However, among the amendments enacted 
that year was one withdrawing the benefits of the Fair Labor Stand- 
ards Act from fish processing employees. 

Fish canning workers are still covered by the minimum wage, but 
not by the maximum hours. This makes for strange conditions, since 
an estimated 15 percent of all fish working operations are in inte- 
grated plants. That is, these firms do both freezing and canning. 
Some of their workers are, therefore, covered under the minimum 
wage, while others are not. Differences in wage exist as a result. 
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Along the gulf coast, as along the southern Atlantic coast, wages 
in the fish processing industry are abominable. Wages of 75 cents 
per hour are common. Sometimes they run as low as 55, 60 and 65 
cents. In Florida, North Carolina, and here in Louisiana, many fish 
processing workers find it virtually impossible to make but the barest 
type of living. 

Average earnings among oyster, crab, and shrimp workers in the 
New Orleans area are estimated to be less than $1,000 a year. Many 
of the workers can find employment only during the season, which 
runs from April to June and from August to November. Their 
starting time can be anywhere from 3 a.m, on. They must furnish 
their own uniforms and equipment. They may have to wait as much 
as 4 hours in the early morning before they are given work. Added 
to these terrible working conditions are substandard wages. 

These, Mr. Chairman and gentlemen of the committee, are condi- 
tions which cry for reform. Including fish processing workers under 
the provisions of the Fair Labor Standards Act again would give 
these men and women at least a minimum of protection. 

Mr. Twepe.u. Now, in conclusion, I beg the privilege of the chair- 
man of departing from my prepared text and making a few very brief 
observations. 

Mr. Texer (presiding). Go ahead. We will be Med to hear from 

you. 
’ Mr. Twepetx. I want to say, gentlemen, that the hand of exploita- 
tion hangs heavy over the heads of thousands and thousands and 
thousands of working people here in the South. People are ill-fed, 
ill-housed, children not given equal opportunities of education like 
other children farther north. To cite an example: In the city of 
San Antonio, it is reliably reported that there are 40,000 substandard 
dwellings. 

I have been in many of these homes. I have found as many as 2 or 3 
families living in 1, 2, and 3 rooms. I have seen children, small 
children, sleeping on pallets on the floor in the corners. And I don’t 
mean hardwood floors; I mean good old hard packed clay floors. 
There are many of those existing in the city of San Antonio. 

A little farther north, from the city of Austin, the capital of Texas, 
almost within the shadow of the capitol dome, there are houses so 
wretchedly constructed that a good farmer would think twice before 
housing cattle there. And in Dallas, the 8 square miles which I term 
the worst 8 miles that hell ever produced, in Dallas, a breeding place 
of crime, juvenile delinquency and adult crime. And as far as this 
area is concerned, I am not too familiar with New Orleans, but 
I strongly suspect that things are not so bad in the New Orleans area. 

Mr. Ketiry. Pardon me. I think we have some question about 
that in Washington, too. 

Mr. Twepeti. And although the States continually scream States 
rights, they have completely closed their eyes to this situation, and 
I think the responsibility of alleviating this somewhat lies in the 
hands of this committee and the Congress. I think this committee 
has the ball. They can strike out and leave this thing the way it is, 
status quo, or they might hit a foul ball and add a few more to the act, 
but the best thing that I could suggest is that they hit a home run and 
knock about 10 million people into a little better way of life here in 
the United States of America. 
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I thank you very much for the privilege of appearing here and 
your patience in listening to me. 

Mr. Teter. I have no questions. 

Mr. Hour. One thing I am curious about, and you touched on it 
briefly : I am not too familiar with this area that you represent. Iam 
quite familiar with it out in California. But how many small grocery 
stores are there compared with the big super markets; what compari- 
son are the independent super markets, the smaller markets or the 
chains ? 

Mr. Twepeti. The only thing I could do is give you an estimate 
of it. And I say they outnumber the chains tremendously, but they 
are going out of business very rapidly. And if things go along the 
way they are going now, 10 years from now there will be no corner 
grocery store whatever. 

Mr. Hour. Do you feel that changing this law will help them stay 
in business ? 

Mr. Twepetx. I am sure it will. 

Mr. Hour. Now, how, exactly, will it help them stay in business? 

Mr. Twepetu. Well, certainly the chains would be forced to pay 
the rate of a dollar an hour and time and a half for anything over 
40 hours. 

Mr. Hor. What are the chains paying now? 

Mr. Twepett. Various amounts. Of course, where we have con- 
tracts, we do not run below a dollar an hour. There is only one place 
that I know of. But anything from $35 a week from sunup to sun- 
down, and $40, $50, or $55 a week for any number of hours. Seventy 
hours a week was nothing untsual working in a retail store here in 
New Orleans up until the Amalgamated got busy. And to keep us 
out of their stores they have reduced somewhat. 

Mr. Hour. What does a butchering union get, and one that does 
not belong in this area ? 

Mr. Twepett. I will take a butcher in Shreveport, La., for example, 
who will make $98 a week, in comparison to a butcher who works 
in one of the largest independent stores in the country at $55 a week. 

Mr. Horr. In Shreveport ? 

Mr. Twepetu. No, that would be in New Orleans, the independent 
that I have reference to. 

Mr. Hour. What would somebody in New Orleans make, then? If 
you are going to compare, let us compare the same area. 

Mr. Twepeti. What is our scale here now? 

Mr. Mast. It will be $80 in July. But our union shops are the 
highest scale. Others work from $55 to $65 as meat-cutters for 60 
or 70 hours a week. 

Mr. Twepetu. Our chain goes to $80 in July. 

Mr. Horr. That is what you pay here? 

Mr. Twepet.. Yes. 

Mr. Horr. What do the nonunion ones pay here? 

Mr. Mast. Anywhere from $45 a week to, I would say, $65, and they 
work them 70 hours a week. That is chains. That is not only inde- 
pendents. That is with the exception of the National Food Stores. 

Mr. Hott. You do not have many of these independents organized ? 

Mr. Mast. No, very few. 

Mr. Horr. Are their wage rates about the same as the chains? 

Mr. Twepett. Oh,no. They are lower. 
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Mr. Horr. In this area, how many of these independents that do 
a volume of about a million—how many of those are there, approxi- 
mately ¢ 

Mr. Mast. It is hard to estimate, because they are banded together. 
They have a trade name. 

Mr. Hour. Do they bargain with somebody like Certified Grocers? 
Do they buy their meats the same way ? 

Mr. Mast. Sort of a co-op. 

Mr. Hour. Are you for taxing co-ops? 

Mr. Mast. No comment. 

Mr. Ketter. What I should do probably is go out and wander 
around some of the stores, but at page 8, you say that southern work- 
ers pay somewhat higher prices for the food they eat. What are some 
examples of higher prices they have to pay down here? I imagine 
the transportation has something to do with some of it. 

(Discussion off the record.) 

Mr. Hour. I was just curious if you had some examples. 

I do not think I have anything else. You threw so many figures 
at us so fast, I got a little confused. I am trying to find out the story 
down South here particularly. But if I can reserve the right to ask 
you questions for your submission in writing, I will be satisfied with 
that. 

Mr. Ayres. Apparently you are quite concerned about seasonal 
exemptions. 

Mr. Twepett. Weare. Weare very much concerned. 

Mr. Ayres. Do you recognize the need for part-time temporary 
employees in many of the industries covered by your union ¢ 

Mr. Twepe.i. We recognize that. 

Mr. Ayres. Do you feel that where you have an industry where ¢ 
small percentage of the employees are permanent employees, and a 
large percentage of the employees are seasonal, the part-time em- 
ployees who do not depend on that employment as their main job 
should be given the same coverage as the permanent employee of a 
company where the job is the sole earnings he has? 

Mr. Twepew.. I would have to favor that position, Congressman. 
Otherwise I am afraid the itinerant worker or the seasonal worker, 
whatever you may name him, would undermine the conditions of the 
regular employee. In other words, they would continually hire these 
itinerants and take the work away from the regulars. So I would 
have to favor the position that they would be covered by the act the 
same as the full-time employee. 

Mr. Ayres. But apparently some of these businesses and operations 
that you refer to, hke when the fish catching season is on, have to 
go out and get unskilled labor in many cases to meet the demand at 
that particular time. But those people are actually not connected on 
a permanent basis, or never will be, with the main organization. 

Now, I can see a lot of merit to covering employees on a minimum 
wage where they are permanent employees in an industry. But I 
can also see many of the problems that would arise in the hiring of 
these people on a temporary basis, where it would be absolutely nec- 
essary in many instances for them to work over 8 hours a day and 
over 40 hours a week in order to get the necessary, in this case, fish 
in during the season. 
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Mr. Twepeiu. Mr. Congressman, I will admit that that merits a 
lot of thought on my part, and if it is all right with you I would like 
to present that in writing; the answer to that question in writing. 

Mr. Ayres. That will be fine. We will appreciate it. 

But while we have you here, maybe we can pursue it just a little 
further. 

We get a lot of mail in Congress, which we do appreciate. 

Mr. Twenge... It is something I have not thought of, and I just 
don’t like to make a statement on it on snap judgment. 

Mr. Ayres. But you do recognize the problem ? 

Mr. Twepe.u. I recognize it isa problem. 

Mr. Ayres, You recognize the problem that the employer has, and 
also the problem that the permanent employee has. 

Mr. Twepett. I recognize that. 

Mr. Ayres. If we could work along the line where a company that, 
just taking a figure, had less than 10 percent of their total employees 
for the year permanent employees, and then 90 percent were the so- 

called floaters, what I am trying to get at, sir, 1s that those people 
who have the breadwinners for their family who have one job, and 
that is their sole means of support, are entitled to a little different 
type of consideration than a fellow who floats around during the 
course of the year to half a dozen different jobs. Because he is 
usually a different type of individual. He is unskilled in most cases. 

Mr. Twepe tt. I think I can agree with you that the steady em- 
ployee should be given perhaps more protection than the fellow that 
is a hit-and-miss employee. 

Mr. Ayres. I think we would stand a much better chance, in the 
Congress, in getting legislation of this type enacted if we could make 
an honest and sincere approach to cover the man who has picked this 
line of work as his means of livelihood and is planning his future 
around a job, to see that he is given a decent means of livelihood. 

Mr. Twepett. Yes; I would go along with you on that. 

Mr. Ayres. But we have in this country several millions of people 
who are floaters. We have to face it. They are going to float from 
one job to another. We had it already brought out here in the testi- 
mony that in the pulp industry a fellow may need an extra $5 for 
Saturday night, and so he goes out on Friday and cuts a cord of 
wood. 

Mr. Twepetit. That is true. And perhaps you have a point there 
that I will agree with you on. 

Mr. Ayres. I would be interested in receiving your thoughtful 
analysis of it. 

Mr. Hott. Do your butchers float much? Is there not quite a 
turnover ? 

Mr. Twepex.. Not in the organized shops. Very, very little. 

Mr. Tetier. Would not the “proposal which you have thrown out, 
at least tentatively, encourage employers to let steady people go for 
a while and take on part-time people if they can hire them at cheaper 
rates ? 

Mr. Ayres. There would be that ramification that would have to 
be considered in any operation of that type. 

Mr. Teter. And it would be a problem if you could draft legisla- 
tion to include a steady employee, a seasonal employee. I am wonder- 
ing about it, and I simply raise the question. 
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Mr. Ayres. But I do think that we are going to have to draw the 
line some place between the floating type of employee and what is 
classified as a permanent employee. Because I think that is where a 
lot of our trouble arises, in the various ramifications, and then these 
various exemptions that we are attempting to give. 

Mr. Twevety. Well, I will see that you get a reply to that question. 

(The information referred to appears at the close of witness’ testi- 
mony.) 

Mr. Ayres. Thank you very much. 

Mr. Grirrin. I just might ask one question. 

I was impressed by the amount of money that your butchers make, 
I mean, under your contracts they are making in the neighborhood of 
$90 a week, and so on. 

Now, on page 5, you say: 

Under Amalgamated retail contracts, 51.6 percent of our members in this part 
of the Nation are already working under 40-hour week provisions. 

I am just wondering why almost half of your members do not have 
a 40-hour week in their contract. I mean: What are the factors in- 
volved in that? 

Mr. Twepeu. It has been a little different here in this section of the 
country getting good contracts for our members. We have just in 
late years concentrated our efforts on organizing in the South, and you 
just cannot come down from 55 hours a week down to 40 overnight. 
It has to come down gradually. And we are now writing contracts 3 
years in advance, so many hours this year, next year so many hours less, 
and you gradually go down to 40 hours. This 40-hour week is new 
here in the retail field in the South, very new. 

Mr. Grirrrn. But you do have it in other areas ¢ 

Mr. Twepe.u. Oh, yes. 

Mr. Teter. Well, would there be a dislocation, if in one fell swoop 
you made it 40 hours by legislation? Would there be a substantial 
dislocation ¢ 

Mr. Twepewu. No, I don’t believe so. 

Mr. Teter. Well, it would dislocate approximately 50 percent of 
the work force, would it not? 

Mr. Twepeww. If I came down to 40 hours all at once? I think it 
would tend to increase the work force. 

Mr. Tetiter. No. I am talking about the dislocation and the hard- 
ship. You have just stated to Mr. Griffin, in response to his inquiry, 
that you have found it difficult to get down to 40 hours. You are doing 
it gradually. And only 51 percent are now covered by the 40-hour 
workweek. 

Now, should this be done gradually? And would it be a substantial 
dislocation and hardship if we did it all at once by congressional 
enactment ? 

Mr. Twepe.u. No. I think it should be done all at once, by congres- 
sional enactment. Because it would affect all alike. And even though 
the law wouldn’t say that they would be restricted to 40 hours—the law 

would say that they would have to be paid time and a half if they 
worked more than 40 hours, And that would be the case, in my opin- 
ion, that many of them would work up to 45 hours a week and be paid 
the additional time and a half. 
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Mr. Mast. Let me add, Mr. Chairman, that the reason that we have 
compromised the hours is: because of competition being so much out of 
line. It would be unfair to the employers that we have contracts with 
to bring them all the way down to 40 unless it would be uniform all 
the way down the line. So, therefore, we have to yield some com- 
promise in favor of the people we are doing business with. 

Mr. Triurr. Of course, we have the Kennedy bill, which has just 
been reported out of the Senate committee, which does it gradually 
by providing for a 44-hour workweek the first year, 42 the second year, 
and 40 the third year. 

Would you go along with an approach of that kind? 

Mr. Mast. I would ; go along in New Orleans. 

Mr. Tetter. You would in New Orleans? 

Mr. Mast. Just in New Orleans, sure. This is the worst. 

Mr. Tetier. You would not in New York, because they have 40 all 
over ? 

Mr. Mast. No, I think this is one of the worst cities in the Union as 
far as the hours and the wages for the retail people. One of the worst 
inthe country. As« matter of fact, the worst. 

Mr. Twepet.. My view on that would be, Mr. Congressman, that 
our international union favors these two bills mentioned here. And 
I wouldn’t want to deviate much from their recommendations. 

Mr. Grrrrin. I just want to comment on what is obvious, as far as 
my questioning is concerned. In figuring out what Congress would 
do in one broad sweep across the Nation, I am impressed by what 
unions do. I mean, when you do not have a 40-hour week, or when 
other unions—and I realize yours is not necessarily in this category— 
negotiate and come up with less than a dollar an hour, to me that 
indicates that maybe there are some reasons why. And we have to 
look at what those reasons are, too. 

Mr. Twepett. Yes. There is a reason for that. 

Mr. Grirrin. Whereas in your collective-bargaining arrangements 
in unions, you can take into account these special conditions that may 
exist in one part of the country or in another part of the country. 

Down in Washington, with one law that goes all the way across the 
Nation, we cannot do that. And maybe it cannot be done this way, 
but I think ideally it would be better if these situations w ere cor rected 
through the processes of collective bargaining where it is necessary 
than for it to be done by legislation. 

That is all I have, Mr. Chairman. 

Mr. Hour. I have another question. 

Mr. Twedell, you mentioned something in passing that you would 
not want to deviate much from the position of your national union. 
And I think you should understand that one of the problems we face 
in Congress is that we have to get the story locally in regions. We 
cannot take the word of a few “people concentrated in W ashington, 
D. C., as to where these millions and tens of millions of people are 
located. That is the reason we are out here. 

So it is my hope that your statement here today does not just include 
what the boys in Washington wanted you to say. That is why we 
have been asking these specific questions, as to whether this area you 
represent is a very important area, a growing area, and as to what 
the specific problems are there. We have to watch, in Congress, to see 
that that applies to business associations as well as unions; that it is 
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not one-sided. People tend to forget to think for themselves on sit- 
uations. That is a very unhealthy situation. The attorneys, the boys 
in the big buildings, seem to dream up these things, and they pass 
the word out. So I hope you did not mean that in your statement. 

Mr. Twepetu. No, I certainly don’t. 

Mr. Hout. I did not think you did. 

Mr. Twepe.. And I will qualify my remarks, sir, to say that I 
believe it should be done all in one fell swoop, as someone termed it 
a while ago, because it would eliminate a lot of cutthroat competition. 
And we would be in a better position to organize then and then go 
from there in collective bargaining. 

Mr. Horr. We are talking about the breadbasket and the food in 
this particular type of work youare in. And I am somewhat familiar 
with it, because we are in the business back home, and they are mostly 
all union shops out there. But any additional information you have 
on the breakdown of the size of these stores, the employees, prices, 
things like that, I find very interesting. We did not get very much 
of that from your people. They gave us some of the same figures you 
had, nationally. And if is difficult unless you take an area, and who 
operates in that area, what chain and how many independents and 
how many small stores. Because particularly down South, we have, 
as you said, more than 50 percent are the smaller types of business, 
and we have to be sure we do not hurt them. 

I enjoyed your testimony. 

Mr. Tweper.. Thank you very much. 

Mr. Keiiry. A very good presentation, Mr. Twedell. 

(Information requested of the witness was subsequently furnished 
and follows :) 


AMALGAMATED MEAT CUTTERS AND BUTCHER WORKMEN 
or NortH AMERICA, AFFILIATED WiTH AFL-CIO, 
Chicago, Ill., May 27, 1957. 
Hon. AUGUSTINE P. KELLEY, 
Chairman, Subcommittee on Labor Standards, 
Committee on Education and Labor, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: During my appearance before your subcommittee on 
May 14 to testify on bills amending the Fair Labor Standards Act, I was asked 
a number of questions concerning coverage of seasonal workers in agricultural 
processing industries. I requested permission, which was granted, to file an- 
swers in writing in order to give the committee complete information on the 
views of our union concerning this question. 

I have discussed the matter with my fellow members on the executive board 
of the Amalgamated Meat Cutters and Butcher Workmen during our meeting on 
May 18. The executive board asked me to send the subcommittee the following 
as the view of our union: 

The Amalgamated Meat Cutters and Butcher Workmen of North America 
(AFL-CIO) believes that seasonal workers in industries processing agricultural 
products should be fully covered by the Fair Labor Standards Act. Further, we 
believe that both the seasonal and full-time workers should not be burdened as 
they are now, by the two exemption periods from the maximum-hours provisions. 

Seasonal workers need the protection of the Fair Labor Standards Act even 
more than do full-time workers. The standard of living for the majority of 
full-time workers in industries processing agricultural products is poor; that of 
the seasonal workers is even worse. Many of the latter are unable to find year- 
round employment. They must earn money during the processing season in 
order to live, as best they can, the year round. 

The objective of the Fair Labor Standards Act is to provide a basic minimum 
of compensation to allow something of a standard of living. It would, therefore, 
be inconsistent with the goals of the act to take these workers, who need the 
protection of the act the most, outside the FLSA benefits. 
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Further, if seasonal workers were not to have the protection of the act, tremen- 
dous competitive pressures would fall on managements in the industries process- 
ing agricultural products to let as many of their full-time workers, as possible, 
go. It would be profitable to hire seasonal workers instead. This would, of 
course, create unemployment, hardship, and economic dislocation in many areas. 

Our union, and the labor movement, as a whole, have long fought for the 
principle of equal pay for equal work. We, therefore, do not believe that a man 
should receive fewer benefits under law because he is a seasonal worker than 
does a full-time worker, if he does his work satisfactorily. 

Finally, we believe it would be dangerous to set a standard of the number of 
days or weeks or months a worker must be employed in order to be covered under 
the Fair Labor Standards Act. We are very much afraid that economic disloca- 
tions, created by automation, will cause unemployment in many industries. 
Should the men and women thus prevented from year-round employment be taken 
from the protection of the Fair Labor Standards Act? Of course not. But to 
prevent the seasonal worker from full coverage under the act would set the 
precedent for exactly that. 

For these reasons we believe that seasonal employees in the industries process- 
ing agricultural products should be treated like full-time employees, as far as the 
Fair Labor Standards Act is concerned. For the reasons stated in my testimony 
and in that of other representatives of our union who appeared before your 
committee, we believe that all workers in the industries processing agricultural 
products should come under full coverage of the Fair Labor Standards Act. 
This means doing away with the seasonal (sec. 7 (b) (3)) and first processing 
(sec. 7 (c)) exemptions from the maximum hours provisions of the act. 

I would again like to thank you and the other members of the subcommittee 
for the opportunity you gave me to present testimony on the need for amend- 
ments to the Fair Labor Standards. I am very grateful for the courtesy shown 
me by the subcommittee. 

In closing, let me repeat the hope that the subcommittee, its parent committee, 
and Congress will approve H. R. 4575. This will be a boon to millions of 
Americans. 

Very truly yours, 
Sam TWEDELL, 
International Vice President, Dallas, Tez. 


_ Mr. Hussey. The next witness, Mr. Chairman, is Mr. Arthur A. 
Spurry, past president, Jennings, La., and John J. Crawford, secre- 
tary-treasurer, Alexandria, La., appearing on behalf of the Deep 
South Farm Equipment Association. 
Mr. Spurry will testify and Mr. Crawford will accompany him. 
This is the last witness of the day, Mr. Chairman. 


STATEMENT OF ARTHUR A. SPURRY, PAST PRESIDENT, JENNINGS, 
LA.; ACCOMPANIED BY JOHN J. CRAWFORD, SECRETARY-TREAS- 
URER, DEEP SOUTH FARM ASSOCIATION, INC., ALEXANDRIA, 
LA. 


Mr. Spurry. My name is Arthur A. Spurry. Iam a past president 
and am presently serving as a member of the advisory board of the 
Deep South Farm E quipment Association. 

At my left is Mr. John J. Crawford, who is the executive secretary- 
treasurer of the Deep South Association. And we have filed a state- 
ment with your committee. 

I am from Jennings, La., a small town of 14,000 located in Jefferson 
Davis Parish, in the rice-producing section of southwest Louisiana. 

T am a farm equipment retailer doing business as Farm Machinery 
& Equipment Co. My volume over the past 5 years has averaged 
approximately $350, 000 per year. Ninety-eight percent of my volume 
is to farmers. In my operation, my business is to sell, service, and 
furnish repairs to the equipment of farmers in that area 
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Practically all farm equipment sold in my area is sold and serviced 
by franchised retail farm equipment retailers. Our farm customers 
are dependent — the dealers in the area for the furnishing and 
maintenance of this equipment. 

At all times I carry in stock from 12,000 to 15,000 repair parts. 
For the past 5 years my repair parts inventory has been approxi- 
mately $65,000 at the close of each fiscal year. I expect my inventory 
to increase steadily due to the introduction of new model machines 
and due to the comparatively long useful life of most farm machinery. 

I employ nine fui!-time employees in addition to myself. My 
employees have an average of approximately 8 years with me. Two 
have been with me since I entered business in 1944, or 13 years; 1 for 
12 years; 2 for 10 years; 1 for 6 years; 1 for 5 years; and 2 for 2 years. 

My employees are all local people with agricultural backgrounds. 
In fact, 7 of them live in the country and 2 of them own small farms. 

Each employee is employed on a year-round basis. He is paid 
every 2 weeks, 52 weeks of the year. Each is paid a straight salary 
plus a year-end bonus based on the profits of the business. This 
system was adopted because the employees preferred the salary and 
bonus arrangement. Each employee is allowed a 10-day paid vacation 
each year. We provide the usual fringe benefits that are customary 
and traditional in all employment today. The average salary of 
our employees is above the minimum wage. When the yearly bonuses 
are included in computing the hourly rates the average would probably 
be above $1.50 per hour. 

During the 13 years I have been in business I have never docked an 
employee for time off. During slack periods employees are allowed 
days off to attend to personal business or just to go hunting or fishing, 
with no loss in pay. In one instance I had an employee off over a 
month due to illness. During this time he was retained on the payroll 
at full salary. 

During the planting and harvesting season it is necessary that we 
work longer than the 40-hour week. For example, due to adverse 
weather conditions the planting of rice was delayed this spring, so 
many of our farmers are operating on a 24-hour basis to make up time 
lost due to weather. In fact, it is necessary in order for them to get the 
crop planted and be assured of a long enough growing season, for the 
crop tomature. During harvest season farmers will operate combines 
the maximum number of hours per day possible in order to prevent 
crop damage by weather if the mature crop is left in the field and not 
havested immediately. Under these circumstances you can readily 
see why we cannot limit our operations to an 8-hour day, 40-hour week, 
We are compelled to operate on practically the same basis as our cus- 
tomers if we are to serve the farm customer and remain in business. 

My mechanics and service people are all factory-trained men. To 
give proper service to our customers we cannot employ other than 
skilled mechanics. With today’s highly mechanized farms, the day 
of repairing farm equipment with a pair of pliers and a piece of baling 
wire is long past. It takes skilled, highly trained personnel to repair 
and service today’s farm tractors, combines, hay balers, and cotton 
pickers. 

It takes many years to have employees become skilled men in order 
to become good employees, because we specialize in various equipment. 
We sell one piece of equipment in a certain month or season of the 
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year and do not sell it again until the following year, so it takes sev- 
eral years for an employee to learn the many items we have to sell and 
furnish repair parts and service for. 

Of course, during November, December, January, February, and 
June our business is very slack. During these 5 months we do not 
need our entire staff; however, we still keep them and pay their regu- 
Jar salaries just as we do in the busy season. 

If it was necessary for me to operate my business under a wage-hour 
law, it would be practically impossible due to complicated records and 
regulations that 1t would be necessary to keep. Our overtime is very 
seasonal. It happens only at certain times of the year and, of course, 
it varies considerably. However, if we had to operate under the wage- 
hour law, it would be necessary to lay off part of my staff during our 
slack season. 

If we do operate under the wage-hour law, it would mean con- 
siderable additional cost to the farmer who, we believe, is in no position 
at the present time to absorb any additional operating costs, and make 
the present cost-price squeeze he is now in worse. 

If it would be necessary for us to operate under the wage-hour law, 
it would be most difficult, if not practically impossible; first, because 
we would be unable to give our employees steady employment due to 
cost; second, we would be unable to keep all records necessary and 
keep current at all times with all rules and regulations set from time 
to time by the administering agency; and third, it would make the 
cost to the farmer prohibitive. 

Gentlemen, I have discussed my particular operation. Mr. Craw- 
ford here is our executive secretary of the Deep South Association, and 
he no doubt can give you some information that you might like on the 
operations of our members throughout Louisiana and south Missis- 
sIppi. 

Mr. Kerry. If you do $350,000 of business a year and only have 
about 8 or 9 employees, you could absorb that easily enough. 

Mr. Srurry. Well, it would be a pretty hard thing to absorb. 

Mr. Ketitzy. Why? 

Mr. Srvrry. Our margin of profit from trade-ins : Lots of times we go 
out and trade for a tractor or a combine, one of those bigger machines. 
We may give the fellow, we have to give him, possibly, two, three, or 
four hundred dollars more than it is worth, than we could resell it for. 
Or it may be in a worse conditions than we actually knew. Because 
you can look at a tractor, and the tractor, the outward appearance of 
the thing, looks like it is in pretty good shape. Lots of times we have 
traded for machines and take them into the shop and look inside the 
motor and find something seriously wrong. The cost is considerably 
more than we had anticipated to repair the motor. And lots of cases 
we lose money on trade-ins. 

It is just an impossibility to evaluate a tractor or combine, not seeing 
the inside of the machine. 

Mr. Ketiry. Dothese bonuses run pretty uniform from year to year? 

Mr. Spurry. Yes, sir; pretty uniform. 

Mr. Ketirey. Why do you not give them stock? Then everybody 
would be working for the company. 

Mr. Spurry. Well,thatistrue. It may come to that. 

Mr. Ketry. Then you would not need to worry about it. 
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Mr. Speurry. That is right. 

Mr. Keuxry. I have no further questions. 

Mr. Griffin ? 

Mr. Grirrrin. I do not think itis a question. It isa comment. 

In your particular case, you and your employees prefer to operate 
on a salary basis? 

Mr. Spurry. Yes, sir; a salary basis. 

Mr. Grirrin. And I know I sympathize with you in this. Because 
I was just thinking one day: If my congressional office had to work 
under the wage-hour law, it would really be something. Because some 
weeks the mail comes in in bushel baskets, and while Congress is in 
session, we are going all kinds of hours. And then when Congress is 
not in session, the employees have 3 or 4 months where things are very 
easy, and they may work 6 hours a day, and so forth. 

Mr. Tetier. Would you yield, Mr. Griffin? 

Mr. Grirrin. Yes. 

I would like to have you comment. 

Mr. Tretiter. The Fair Labor Standards Act as amended in 1950 
specifically authorizes a special arrangement in any case of a fluctuat- 
ing workweek. That was the Belo case that brought that about, the 
case of Belo v. Walling. It istrue that the act will require you to keep 
records, because you could make a salary arrangement with your em- 
ployees within a framework of 40 to 60 hours a week without any re- 
quirement of overtime, unless they work in excess of 60 hours. 

Mr. Grirrtx. Well, I just wonder, Mr. Teller, how realistic it is to 
expect or to think that small-business men are going to know about 
the Belo case. 

Mr. TritieR. Smal]-business men are not immune from the obligation 
of hiring lawyers. 

Mr. Grirrin. But to be practical about it there are few lawyers that 
are familiar with that particular operation. 

Mr. Trtxer. I image that is so. 

Mr. Grirrrn. And I happen to have some familiarity with it, but 
only in a passing way. 

Well, that is not an answer. But I think we have to keep in mind 
that here we are straitjacketing officers to an hourly type of compensa- 
tion, and in this case where we are paying adequate wages we are only 
burdening them with a certain amount of regulation without accom- 
plishing anything. 

Mr. Spurry. It isn’t the rates that we are worried about. It is the 
40-hour week. Because if any of you gentlemen are familiar with 
farming, any hour is his. hour. For instance, just this past Sunday, 
for the last week now, rain has let up, and they have been working 24 
hours a day. This past Sunday I was down to the store 6 different 
times, and 1 of my employees, a parts man, was down there 5 different 
times, to let farmers have repair parts. And they have been working 
day and night in the last week and will continue throughout this week. 

And that is just a condition that came about. It does not happen 
every year. But we have had arainy season, In the fall, if we have 
a rainy fall, the same thing exists there. And it is hard to control our 
number of hours per week dealing with the farmer. And our business 
is strictly with the farmer. 

Mr. Ketixy. Thank you very much. 
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Mr. Srrutier. Thank you. We appreciate the opportunity of 
appearing. 
(Mr. Crawford’s statement is as follows:) 


STATEMENT OF JOHN J. CRAWFORD 


Mr. Chairman, I have been identified as the executive secretary-treasurer of 
the Deep South Farm Equipment Association. Our headquarters are in Alex- 
andria, La. We have approximately 200 members located in Louisiana and 38 
counties in south Mississippi. We are one of the 33 State and regional associa- 
tions affiliated with the National Retail Farm Equipment Association. 

Mr. Spurry is typical of the average retail farm equipment dealer located in 
the area served by our association. His sales volume, number of employees, 
methods of remunerating employees, hours worked, are typical of the average 
dealer in the area. Most of our members are located in small towns of less 
than 14,000. 

As Mr. Spurry has indicated his principal customer is the farmer, and this is 
true of approximately 90 percent of our membership. We do have a few dealers 
located in the larger cities who do a considerable volume in other lines, such 
as hardware, lawn mowers, etc. Farm equipment retailing is a very specialized 
field of retailing and as such does not readily lend itself to the handling of lines 
which would be sold to the customers other than the farmer. 

The retail dealer sells new equipment, used equipment that has been recon- 
ditioned for resale, repair parts, and service labor. In order to properly service 
the machinery and equipment sold to the farmer customer who himself does not 
observe any regular hour schedule, it is necessary that we operate our establish- 
ments on a basis of 44 to 54 hours a week on the average throughout the year. 
During the planting and harvesting season it is not unusual for farmers to call 
for servicemen at any hour of the day or night. 

Most of our employees are definitely skilled and trained men and are not 
readily interchangeable. Farm equipment dealerships are departmentalized and 
employees cannot be employed in other departments. For example, a parts man 
may be a highly skilled parts man but not necessarily a mechanic, a setup man, 
or a bookkeeper. The same is true of other departments of the business, 
Mechanics are particularly essential at all seasons of the year but more so during 
the planting and harvesting seasons, because today’s farm machines are preci- 
sion built, and they are taking care of them. 

The retail farm equipment dealership located in the smaller towns usually 
ranks with the largest businesses in the town on the basis of sales and invest- 
ment. The average in the industry today is approximately $280,000 average 
sales volume and $85,000 investment, exclusive of building, which is in inventory 
and equipment. 

If the Government should ever amend the law to require the farm equipment 
dealer to become subject to the maximum hours and minimum wages, and we 
are not concerned about minimum wages, but only maximum hours, the dealers 
would have two choices: Either they would have to adjust their operations to a 
40-hour workweek because the interchange and staggering of hours is not prac- 
tical, and they would have to require the farmer to get his new equipment, his 
replacement parts and service between the hours of 8 a. m. and 5 p. m., 5 days 
a week, or they would have to charge more for their services and just now, and 
in fact for some time, and perhaps for some years to come, the American farmer 
is not in position to accept higher production costs; so that we believe that it 
would be necessary for the dealer to operate on a 40-hour week rather than to 
increase his wage rates which means his customer rates to the farmer. 

There would be added costs in the operation of the business in addition to the 
increased wages because of the recordkeeping and the amount of reporting 
which might be required. 

Mr. Chairman, we know that there are proposals before this committee to 
eover only a portion of our industry. One of those would be the multiunit opera- 
tions. We have some of those as was reported in the Bureau of the Census 
report on the retail distribution trades in 1954. There are not too many but 
we do have some. Some of those are operated by the farmer cooperatives. 

Normally the sales volume of those multiunit stores per unit is less than 
that of the individual operation whether it be a corporation, a partnership, or a 
single proprietorship. 

One of these proposals also provides for coverage under the act based upon 
dollar sales volume or dollar purchases. We do not believe that that would be 
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equitable in this business, because we are unique in another respect in that 
the million-dollar-volume dealer does not earn any additional discounts because 
of size. The trade volume and cash discounts that are applicable in the industry 
are easily reached at about $50,000 in purchases, so that the large-volume dealer 
has no additional operating advantage. 

A third reason for which we are objecting to the coverage of our industry 
under this proposal is that we believe that it is unwise, uneconomical, im- 
practical for the Federal Government to regulate purely local retail businesses 
in the States. 


(Statement of Deep South Farm Equipment Association follows :) 


STATEMENT OF DeEP SOUTH FARM HQUIPMENT ASSOCIATION 


This statement is presented to the committee by A. A. Spurry, past president, 
Jennings, La., and John J. Crawford, secretary-treasurer, Alexandria, La., 
appearing before the committee on behalf of the Deep South Farm Equipment 
Association. This association has a membership of approximately 200 farm- 
equipment dealers. 

Our membership includes dealers located in the State of Louisiana and 38 
counties in south Mississippi. The members of the association sell and service 
70 to 80 percent of the equipment sold in this area. 

Farm-equipment dealers stock, sell, and service farm machinery and attach- 
ments, repair parts and miscellaneous farm production supplies, and maintain 
modern repair shops. Factory-trained mechanics repair and service implements 
in the dealers’ service shops and, during periods of planting and harvesting, make 
frequent emergency repairs in the farmers’ fields. 

The principal, if not exclusive, customer of the farm-equipment dealer is the 
farmer. Implement dealers, therefore, are all located in rural communities and 
have a rather definite territory which they serve locally. They employ on the 
average from 2 to 3 trained mechanics, a parts man, from 1 to 3 general salesmen 
and merchandisemen, a bookkeeper and a typist. The average employment 
in this area as of April 1, 1957, was nine employees per establishment. Pach 
of these employees assists in different phases of the operation at various times 
as circumstances may require. Employees are local people with an agricultural! 
background. 

Mississippi and Louisiana’s agriculture has become almost completely me 
chanized and is dependent almost entirely on power farm machinery and equip- 
ment. The farmer depends on the dealer to stock repair parts and to provide 
immediate service when breakdowns occur. Most of the employees require 
a long period of training on the job and are employed on a steady year-around 
basis. 

EMPLOYMENT—WAGES AND HOURS 


Employment is on an annual basis, with weekly or semimonthly pay periods. 
In most cases, employees share on some basis in the profits of the business. 
The mechanics and parts men, depending on the season, work from 44 to 54 
hours a week. During slack seasons the hours are shorter and during peak 
periods of planting and harvesting they may even be longer. The hours and 
conditions of work in peak season vary widely from depending upon local cus- 
toms, agricultural crops, and conditions. Employees of implement dealers with 
rare exceptions receive salaries in excess of the minimum wage presently pro- 
vided in the Fair Labor Standards Act. Various systems of overtime pay, 
fringe benefits, bonuses, and profit-sharing plans are prevalent. Implement 
dealers would not be able to adjust to a 40-hour week, nor could they meet 
requirements of existing regulations issued by the Wage-Hour Division. The 
adjustments in salaries based on present wage rates, which would require 
time and one-half for all hours over 40 a week at the regular rate of pay, and 
working out adjustments required by various bonus and profit-sharing plans 
presently in existence would be most complicated and without doubt would 
require dealers to consult outside attorneys and accountants each week. It 
would mean a complete change in present voluntary arrangements in employ- 
ment, that have been worked out to satisfy employees and to serve require 
ments of agriculture in this area. Peak season and slack season arrangements 
which have been worked out to help employees and to serve customer require- 
ments would have to be abandoned. 
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ADJUSTMENTS REQUIRED BY COVERAGE 


Extension of coverage to our industry would require substantial adjustment 
in policies of service to farmer customers. Limitations would have to be 
placed on farm-equipment retail service which would directly increase operating 
costs of farmers who are in no position at this time to absorb such increases in 
production costs. 

A review of this matter with dealers in various sections of Louisiana and 
south Mississippi indicates that, if coverage were extended to the retail farm- 
equipment industry, 1 of 2 courses would be open to dealers. They could limit 
operations, both sales and services, to a 5-day, 40-hour week, or possibly a 
6-day, 44-hour week. They would not be able to stagger employment because 
of the difficulty in hiring and training employees and the unwillingness of the 
present skilled employees to cut down on hours and income, During slack 
seasons, employees would be laid off to compensate for overtime required during 
busy seasons. An alternative would be to raise prices for farm machinery and 
parts and to increase charges for services to meet the substantial pay increases 
which would be required. Under either alternative employment would not be 
spread nor would income of employees be increased. Certainly, any lowering 
of the annual wage for employees would resuit in their seeking part-time 
employment in other endeavors. 


REASONS FOR OPPOSING COVERAGE 


In behalf of the Nation’s farm-implement dealers and their farmer customers 
throughout the United States, we oppose any extension of coverage which would 
affect farm-equipment dealers for the following reasons: 

1. Farmers’ hours are irregular from season to season, week to week, and 
in many cases, day to day. During the planting and harvesting season, the farm 
workweek runs well in excess of 72 hours. Serving the machinery, repair, and 
service requirements of agriculture is definitely a job that cannot be done on 
a regular 5-day 40-hour week basis. 

2. Present systems of compensation of employees and working conditions have 
been worked out with the employees and in such a manner to attract local 
people to the business on a permanent basis. They provide employees perma- 
nent, steady employment on a year-round basis. These systems of compensation 
would have to be completely revised in changing to a 40-hour week under the 
Fair Labor Standards Act. Hours of employment are adjusted as crop seasons 
demand to serve the agricultural needs of the particular agricultural area in 
which the dealer is located. Coverage under the Fair Labor Standards Act 
would change all of this. Employees would lose many of their present benefits 
and would in many cases receive a smaller annual income. Cost of service to 
farmers would be increased. 

8. A major concern to farm-equipment dealers is their inability to follow in- 
volved and complicated rules, regulations and interpretations which are neces- 
sary in the administration of the Fair Labor Standards Act. Dealers know that 
they would be subject to claims and suits in substantial amounts because they 
could not keep up with rules, regulations and court decisions. 

4. The original cost of compliance would be economically prohibitive. The 
detailed record-keeping which would be required would not be possible without 
revising bookkeeping systems and employment of additional personnel to keep 
records. 

5. Our dealers are aware that if subjected to coverages, they would have 
constant checks on their operations by Federal wage-hour inspectors and con- 
tinuous discussions by these inspectors and employees. Such investigations were 
made frequently in this industry prior to 1949 when the retail exemption was 
clarified and in some sections are being made at the present time. They are 
costly and time-consuming to the dealer and his employee. They are particu- 
larly disturbing to dealers in this industry since they do not have legal counsel 
readily available. There has been and continues to be a vigorous effort on the 
part of the wage-hour inspectors to find some phase in the implement dealers’ 
operations which could be used to extend coverage to their establishments. In 
these cases the dealers are quite concerned as a result of statements made by 
investigators of the extent of liability which may be imposed. More serious, 
however, has been the unrest which has resulted among employees who, in many 
cases, resent, even more than the employers, efforts to upset present employment 
arrangements. We are aware that any extension of coverage would mean con- 
tinuous checks of the entire industry. 
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COVERAGE BASED ON NUMBER OF UNITS 


Proposals have been made that coverage be extended to multiunit companies. 
One proposal for example would cover any employer having more than four 
stores or establishments. A few of our members have more than four establish- 
ments. Placing these dealers under the act would disrupt their operations and 
discriminate against them merely because they happen to own more than one 
dealership. The reasons for opposing coverage for single unit operations apply 
equally to our multiunit operations. These multiunit establishments in our in- 
dustry are operated separately and locally, and there is no good reason to dis- 
criminate between such establishments and their competitors in the industry 
simply because such establishments happen to be financed by the same individu- 
als. The industry is completely opposed to any such step in the direction of 
coverage of retailers under the Fair Labor Standards Act. 


COVERAGE RASED ON DOLLAR VOLUME 


Proposals have been made to extent coverage to larger retailers on the basis 
of a certain dollar volume or a certain number of employees in the establish- 
ment. Regardless of volume, a farm equipment dealer cannot serve farmers 
on a 40-hour week. The large-volume dealers in our industry are in no better 
position to completely revise their systems of compensation, working conditions 
and service, or their record-keeping procedures than the smaller-volume dealers. 
They are locally operated and staffed by local people serving only their local 
farm area. They compete with smaller-volume dealers in the same community 
who would not be covered by the proposal. 

Furthermore, the larger-volume dealers are in no better position than the 
smaller dealers to try to keep up with the maze of regulations and the compli- 
eated interpretations. The coverage of some of the retailers in this industry on 
an arbitrary dollar-volume or number-of-employees basis would affect all com- 
peting establishments within the industry. 


EFFECT OF COVERAGE ON AGRICULTURE 


Extension of coverage would be harmful to agriculture. Service to farmers 
would be weakened. The cost of maintaining present fast service to farmers 
when breakdowns occur in the field, particularly during planting and harvesting 
seasons, would be substantially increased. We point out that farmers are in 
no position to have an increase imposed on their production costs. There is no 
reason to change the present system when the employees of the industry are 
well paid, satisfied, and are rendering good service. 

Farm equipment service cannot be managed on an assembly-line basis. Em- 
ployment can and is being handled on steady year-round basis. Hours are 
adjusted to customer need and employee convenience based on local conditions. 
Annual incomes of employees are good. 

The question should be carefully considered of the need to upset present 
satisfactory working conditions, satisfactory compensation of employees, and 
satisfactory service to farmers merely to satisfy those who wish a nationwide 
application of wage-and-hour regulations regardless of effects. 


CONCLUSION 


The retail farm equipment dealers in this area believe that it is making a 
substantial contribution to agricultural production by its service to farmers 
which has been geared to local needs and agricultural conditions. The retail 
dealers in this area have developed a corps of highly-trained satisfied personnel 
with a history of long-term employment in the same establishment. Employees 
in this industry are well-paid, substantial citizens of local rural communities. 

Extension of coverage under the Fair Labor Standards Act to the retail farm 
equipment industry would not accomplish the avowed purposes of that act but, 
on the other hand, would do harm both to employees in the area and the cus- 
tomers they serve. It would tend to break down the established system of 
employee remuneration and steady annual employment which exists in the area 
at the present time. 

On behalf of the 200 dealer members of the Deep South Farm Equipment 
Association, we respectfully urge that no change be made in section 13 (a) (2) 
of the Fair Labor Standards Act and that no amendments be adopted to the 
act extending coverage to the retail and service trades. 
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Mr. Ketiry. That finishes our business for the day. 

We stand adjourned until 1 o’clock tomorrow. 

(Whereupon, at 4: 30 p. m., the hearing was adjourned until 1 p. m., 
Wednesday, May 15, 1957.) 
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WEDNESDAY, MAY 15, 1957 


House or REPRESENTATIVES, 
SvuBcOMMITTEE ON Lasor STANDARDS 
OF THE CoMMITTEE ON EpucaTION AND LaBor, 
New Orleans, La. 
The subcommittee met, pursuant to adjournment, at 1 p. m., in the 
International House Auditorium, Hon. Augustine B. Kelley (chair- 
man of the subcommittee) presiding 
Present: Representatives Kelley, Teller, Holt, and Griffin. 
Staff members present: Fred G. Hussey, chief clerk; John O. 
Graham, minority clerk; and A. Regis Kelley, subcommittee clerk. 
Mr. Ketter. The committee will ‘ple: use come to order. 
Mr. Hussey. Mr. Chairman, the first witness is Mr. L. L. Lovell of 
the Louisiana Farm Bureau Federation. 
Mr. Ketiey. All right, Mr. Lovell. 


STATEMENT OF L. L. LOVELL, PRESIDENT, LOUISIANA FARM 
BUREAU FEDERATION, INC. 


Mr. Lovett. Mr. Chairman and members of the committee, I am 
L. L. Lovell, president, Louisiana Farm Bureau Federation, Inc. On 
behalf of the 25,000 Louisiana Farm Bureau Federation members, I 
wish to thank you for this opportunity to express our views regarding 
extension of minimum wage and hour law provisions to any segment 
of agriculture. 

The impression that some would leave is that farming within the 
United States is a corporate agriculture. This is inaccurate and is 
refuted by 1954 United States Census as illustrated in table I which 
lists farms according to the gross income: 


TABLE I.—Farms classified by value of products sold, 1954 * 





Gross earnings | Number of | Percent of 
farmers total 
| 
$25,000 and over_.- . snebte taal: Sas oF 134, 041 4 
$10,000 to $25,000... Jus 448, 771 13 
$5,000 to $10,000... - Sie 7 706, 680 21 
$2,500 to $5,000__. - 811, 482 | 24 


$250 to $2,500... -- EW aamioeh ak . abi cea 1, 225, 701 | 37 


1U, 8. Census reports. 


Only 4 percent of the farms within the United States have a gross 
income of $25,000. If we deduct from such gross income the cost of 
labor, machinery, equipment, taxes, power, fertilizer, feed and other 
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supplies a gross income of $25,000 in no means expresses a farmer’s 
ialashenen pay since it could reflect a relatively small net income. 
Under present cost-price squeezes in many cases, a loss is reflected 
at the year’s end. Even the largest farms are still small business 
when compared with most nonagriculture oe We reempha- 
size, the percent of total agriculture today classified as corporate 
farming is nil. 

The number of people engaged in agriculture has constantly de- 
creased over a long period of time as shown in table IT. 


TABLE II.—Farms, farm size, employment 1940-54, Louisiana 





| 
1940 1949 | 1954 





ad 150, 007 124, 181 111, 127 

Average acres per farm.___._-____.-. uk 3.3 sind 66. 6 | 90. 2 103. 0 

Persons gainfully employed in agriculture : 249, 100 | 151, 600 129, 900 
| 


| 





At the same time the transition pictured in table II came about, 
it remained equally important that American agriculture maintain 
adequate supplies of food and fiber. To accomplish this, it became 
necessary for agriculture to replace men with machinery. ‘The com- 
petition for labor, in this industrial Nation of ours, forced agriculture 
to mechanize in order to more efficiently utilize higher priced labor 
that was being bid up by ever-increasing industrial wages. As these 
changes have come about, another real problem resulting is the rapidly 
increased capitalization requirements due to this replacement of men 
with machines that agriculture is having to undergo. This increased 
capitalization results in present-day farm investments of $17,000 
per worker employed in American agriculture. 

That agriculture has not exploited farmworkers, even though left 
unregulated, as shown by the increase in farm wages from 1947 to 1956, 
as illustrated in table IIT. 


TABLE III.—Jndez of farm prices and wages, 1947-56 














| | 

Index of— 1 | Index of— 

| — — — 

| | ~ | ~ 

| Farm | Farm i} Farm Farm 

| prices ! Wages? || | prices! wages 2 
ae Af | ee 6 oe wae: a a Ser ee pet 
os cia dee : 276 424 || 1952... 288 508 
1948...... npiiniibaceaal 287 445 1953. . - 258 517 
a are | 250 430 || 1954... 7 249 508 
BASIE Lh a che actin belnnibled | 258 | 432 1055... .. 237 | 519 


Beh osdtcle.-~ wo snannoss] 302 | 481 1956 _ - 235 542 


1 Agricultural Prices, USDA, 1910-14=100. 
? Farm Labor Situation, USDA, 1910-14=100. 





The farm wage index of 424 in 1947 had increased to 542 in 1956. 
At the same time index of farm prices decreased from 276 to 235. 
Since 1910, the base period for most agriculture statistics, farm wages 
have increased 5.42 times whereas farm prices have increased only 
2.35 times. Since 1947 farm wage rates have increased 28 percent 
during a period in which farm prices have declined 15 percent. 

We still have employed in agriculture a number of people largely 
unemployable in any other industry. The number of such people is 
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rapidly diminishing. With improved education, the day will come 
when such people will be largely nonexistent. The application of the 
wages and hours law to agriculture at this time would simply mean 
that these people would have to be unemployed and would represent 
a further burden on the welfare roll of the various States. 

Furthermore, the capital requirements to replace these people with 
machines would further strain agriculture. As a result, many farm- 
ers would be liquidated and there would be a possibility of bank- 
ruptcy in agricultural areas of the United States. The capital re- 
quirements to save agriculture from bankruptcy if the minimum wage 
and hours law was applied would run into the billions and under 

resent conditions the money would simply not be available. 

To illustrate how decreased labor supply and increased wages have 
forced farmers to mechanize Louisiana agriculture we have provided 


table IV. 


TaBLeE 1V.—Degree of agricultural mechanization, 1940-55, Louisiana 























Number | 1940 1950 1955 
iS oi a anehensbee kudeansekenouaaine | 9, 476 35, 735 51, 976 
SOLE, coi cickennctansetad stabs docababpuadhegeheee | whbbawas 1, 888 3,010 
tee nncdnanen sth nntsdennn woe tieh ie ob 2, 911 3, 971 
Milking machines. ...............-.---- a atac RSE e ap REN 2, 586 3, 235 
SN OU i Gnwlk od cde a mmnchbs bhiietibhbsssoknpabatin _—e Lae 2 5 
Electricity (farms)........-.- sens thi kos Teh epEnea eka eaaages aos 17, 187 83, 189 101, 419 
Cane harvesters._.........- sibcheniath alate Gia tatttiipsindattcStiawlen | 8 1 








1 Estimated. 


In table III we illustrated the fact that while farm prices declined 
the farm-wage index continued to rise which clearly shows that farm- 
ers have allowed wage rates to rise as men are replaced with machines 
and as the productivity per man has increased. 

To further accelerate this trend by minimum wage for agriculture 
legislation, you would run the risk of liquidating large segments of 
American agriculture unless additional billions of capital were 
pumped into the agricultural program artificially. A seriously dam- 
aged or bankrupt American agriculture, which could and probably 
would result, would then be your responsibility to account for to an 
American population that has heretofore enjoyed a bountiful rather 
than a starvation food supply. Even if this capital were available, it 
would be an injustice to the present people employed in agriculture 
to pass a law forcing them out of employment and on welfare rolls. 

I can’t believe that it is the purpose of the Congress of the United 
States to force agriculture to replace men with dollars, especially when 
the men thus replaced will be forced to undergo the degradation of 
living on public charity. 

The application of minimum wage and hour regulations to the 
complex business of agriculture is considerably more difficult than 
the application of such regulations to industrial enterprises that can 
work either 8-, 12-, 16-, or 24-hour shifts regardless of the weather 
conditions. Although a farmer plans his operations, they are often 
changed by the Lord without a notice, and labor on the payroll must be 
utilized. When the soil is dry enough to till, farmers and the labor 
work to maximum capacity. It is not uncommon, in farming opera- 
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tions, to put in 50 hours one week and no hours the next because of 
weather conditions. To have enough labor available to operate on a 
40-hour week, it would necessitate a continuous surplus of labor for 
peak operation periods. Anyone with the remotest concept of agri- 
culture would recognize this as being impractical. 

Farm workers are often furnished without charge such perquisites 
as housing and in many cases running water, electric ity, fuel, a dairy 
cow, vegetable plot, transportation and other products or services of 
value. Certainly these perquisites must be considered in determining 
compliance with minimum wage-and-hour legislation. This means 
that some body would have to pl: ice a value on each perquisite. 

As you know, the average farmer is not equipped to keep the kind 
of books and records that would be required to be in compliance with 
the Federal wage-and-hour law. To provide same would further add 
to costs of farming that is now overtaxed. 

The complex qi iestion of application of minimum wage regulations 
to piecework is also of major significance. The great majority of har- 
vest operations in farming are paid f for on a piecework basis. Because 
of wide variations in the capacity of individuals this is an equitable 
and effective means of compensation. 

A skilled and ambitious worker may earn twice as much as an aver- 
age worker. A slow, unskilled, less ambitious or handicapped worker 
may often earn half as much as the average worker or even less. A 
farmer would be required to fix the piecework rate at such a level 
that even the lowest and least productive worker could and would 
earn a required minimum-wage r equirement, which would mean that 
the fastest workers would earn 4 or 5 times the minimum or more. 

Piece work rates in agriculture often are variable, from farm to farm, 
from field to field, and from time to time « lepending < on the size, quality, 
and maturity of the product to be harves ted, whether it is first picking 
or last picking, the price of the commodity and the supply of labor. 
This would further complicate the recordkeeping required to demon- 
strate compliance with the law. 

Bonus payments for those workers who remain with the employer 
through a harvest season are common in agriculture. How are these 
to be handled in determining the regular rate upon which overtime 
pay is compute od? it takes no stretch of the imagination to envisage 
the confusion resul Iting from the complex and comprehensive regula- 
tions that would be required to deal with the application of the law 
to piec ‘ework practices, and the additional recordkeeping required 
to’ demonstrate compliance with the regulations in « rage with the 
hundred variations in special conditions all of which a farmer would 
be supposed to know and observ e, 

Tt is, of course, quite true that none of the bills before the committee 

vould extend coverage of the act to all farmers. We are opposed to 
any proposal to classify farms by size of operation. Farmers who 
have been able to exp: ind their operations should not have regulations 
imposed upon them which would be so burdensome as to be penalties. 
We realize that whatever precedent may be established by the Con- 
gress with respect to those “large” farmers, is in due course likely to 
be followed by legislation applying to medium-size farms, and finally 
toall farms. 

Gentlemen, as you well know, American agriculture today has 
problems the complexity of which endangers the continued existence 
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of a healthy agricultural economy. A country’s ultimate strength is 





13e 
a i based on its ability to feed and clothe itself. Since the extension of 
r for wage-and-hour laws to agriculture would further burden our agricul- 


agri tural economy, which is alres udy in danger of being liquid: ated, the 
er Louisiana Farm Bureau Federation urgently recommends that we 
retain and expand agricultural exemption provisions of the Fair Labor 


jairy Standards Act. 
seh AGRICULTURAL EXEMPTION AMENDMENT RECOMMENDATIONS 
—_—— In view of the fact that the Fair Labor Standards Act provides an 

; all-inclusive exemption to agriculture by defining agriculture to in- 
kind clude not only the production of agricultural commodities but. also 
with “any practice performed by a farmer or on a farm as an inc ident to 
‘add or in conjunction with such farming operations, inc luding preparation 

; for market, delivery to storage or ‘to market or to carriers for trans- 
— portation to market,” it is our view that the United States Supreme 
har- Court decision in Mitchell v. Budd et al., on March 26, 1956. made an 
— extremely strained construction which is in conflict with the intention 
rable of Congress at the time the statute was approved. 

In this case the Supreme Court held that a farmer who “bulks” 
benest tobacco which he has raised, and only such tobacco, is subject to the 
rker Fair Labor Standards Act on such operations. “Bulking” is an opera- 

A tion involving piling and repiling of tobacco during the time in which 
level curing and fermentation takes place. 
a The basis on which the Supreme Court reached this conclusion is 
saat that in the particular area in which the case arose tobacco farmers do 
| not “ordinarily perform the bulking operation but rather have it 
ae performed by independent processors and that it is, therefore, not an 
lity, agricultural operation.” Although it is true that most tobacco farmers 
“ard in the area do not bulk their own tobacco, there are some farmers who 
ee do perform the bulking operation on their own tobacco—and in other 
mae areas many farmers perform the bulking operation on their own 
tobacco. 
ho Most farmers who produce sweetpotatoes or Lrish potatoes do not 
i ; have packing sheds on their farms. Most dairymen do not pasteurize 
‘ime and bottle their own milk. Most poultry producers do not slaughter 
sAgC their own chickens nor do most livestock producers slaughter their own 
ula- livestock. Most rice producers do not have their own driers. In 
jaw every instance these activities are performed more frequently by 
ired independent processing plants then by farmers. But many farmers 
the do perform such functions, Heretofore, it appeared there was no 
uld question but that workers engaged in such operations were not covered 
oi by the Fair Labor Standards Act. Under the Mitchell v. Budd doc- 
tee trine the courts might well conclude that since most farmers do not 
l to “ordinarily” perform these operations that employees of farmers 
vho who do perform such operations are no longer exempt from wage- 
ons and-hour regulations. 
ACS. For the foregoing reasons, the application of minimum wage-and- 
on- hour regulations to the incidental proc essing and handling operations 
y to performed by a farmer in preparing farm products he has produced 
lly for market would be extremely burdensome. This would involve 
costs and record keeping out of line with any conceivable benefit to 
has anyone. 


nce 
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We, therefore, strongly recommend approval of proper amendment 
or amendments to the definition of agriculture exemptions in the Fair 
Labor Standards Act to reverse the “judicial legislation” of the 
Supreme Court and to provide that farmers who engage in a processing 
or handling operation with respect to commodities they have pro- 
duced on their farm, shall be exempt from wage-and-hour regulation, 
irrespective of whether or not the particular handling or processing 
operation is “ordinarily” performed by farmers. 


AREA OF PRODUCTION CLARIFICATION 


Since agriculture processing industries are located predominantly 
in rural areas, and since it is In rural areas that wage costs are most 
affected by minimum-wage legislation such legislation bears heavily 
upon farmers. 

The relationship between farm income and costs and the labor costs 
of distributing farm products is shown in the following table: 


Taste V.—Relationship of labor costs of distributing farm products to realized 
farm income, 1947-56 


{Billions of dollars] 






Realized | | Realized Labor cost 

gross farm Production | netfarm | of distribut- 

| income! expenses! {| income! | _ ing farm 

| products ? 
ei bs 
1947 : a 34.0 16.8 17.2 | 10.8 
1948 PEAS Boe Os. S& b Faee 34. 6 18.6 | 15.9 | 11.8 
lta Sa ae 31.6 17.9 13.7 12.4 
1950 BoNh  Nae2 sit desea il 32.1 | 19. 2 | 12.9 | 13.0 
|) eee pat disl ed daps detcbapsithcteve 7.1 22.3 14.8 | 14.2 
es Poe eon rp be ala 36.7 22.5 | 14.3 15.1 
BORE AO in Coit lad babes 3 | 35.1 | 21.2 13.9 16.0 
i ee 33. § 21.4 12.0 16.5 
19 rit 32.9 | 21.6 11.3 | 17.2 

19MBi ch de. 405. dayc<s. 33. 4 21.7 | 11.7 | (3) 


| 
| 


1 Table 64, 1957 Agricultural Outlook Charts, USDA. 
2? Marketing and Transportation Situation, USDA, April 1956. 
3 Not available. 


In 1947 the labor cost of distributing farm products was 63 percent 
of net farm income. By 1955, the labor cost of distributing farm 
products had increased to 146 percent of net farm income. 

If I might deviate from the prepared testimony, I would like to 
emphasize the point that at the present time labor is getting more 
take-home pay from distributing milk in the city of New Orleans 
than farmers are getting from producing the milk. 

Persons engaged in the processing and distribution of farm prod- 
ucts currently are receiving a much larger percentage of the con- 
sumer’s food dollar than is being received by farmers. 

The extent that an increase in the rate or coverage of minimum- 
wage legislation would increase the cost of processing or of distri- 
bution, this relationship would be further distorted. 

Farm people have a major interest in the costs of processing and 
distributing farm products. These costs are shared by farmers and 
consumers. From time to time the Congress has been concerned, and 
appropriately so, with respect to the fact that consumer prices of 
food products have been increasing despite a reduction in prices re- 
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ceived by farmers. The major factor causing the increase in market- 
ing charges has been the increasing level of wages in processing and 
distributing organizations. 

These labor costs for processing and distributing food products 
are just as directly a cost to farmers as though farmers paid the bills 
out of their own pockets. 

We are in accord with the principle that workers in processing and 
distribution industries should be paid good wages as determined by 
competitive factors and bargaining between employers and employees. 

But when Government steps into the picture to raise such costs 
above the market level, it is in effect transferring income from agri- 
culture to workers by legislative action. 

We further recommend that Congress enact legislation to define 
“area of production” in such manner as to actually accomplish what 
the Congress intended, and which the ordinary meaning of words 
would indicate, that is, that concerns engaged in handling and pre- 
paring farm products for market which are located in the farming 
area in which such products are grown or produced by farmers, are 
exempt from wage-and-hour regulations. 

We sincerely thank you for the opportunity to be heard on this 
subject. It is our hope that these facts will weigh in the merits of 
the legislation being considered. 

Mr. Ketiey. Mr. Lovell, you speak for the farmers of Louisiana ? 

Mr. Lovett. Yes, sir. 

Mr. Ketiey. The average acreage is 103 per farm ¢ 

Mr. Lovetu. Correct. 

Mr. Ketiey. Those are family farms, are they not? The average? 

Mr. Lovetx. That is correct. 

Mr. Ketter. They are not the industrialized farms that you speak 
of. There are industrialized farms in the United States. 

Mr. Lovett. Congressman, since 4 percent of all the farms of the 
United States have a gross income of $25,000, only 4 percent have 
a gross income of $25,000, there cannot be 

Mr. Kewtiery. Is that for the United States? 

Mr. Lovexy. That is for the United States. That is not net income; 
that is gross sales. 

Mr. Ketiey. Corporate farming is pretty much a myth. 

Mr. Lovett. Yes, sure. Most farms are family farms. 

Mr. Keiixy. You are speaking now of family farms. What would 
the largest farm be in Louisiana? 

Mr. Lovetu. The largest farm, of course, is in connection with the 
sugar industry in southeast Louisiana. There are not very many of 
those. I don’t know what acres they have, but they are pretty big. 

The largest cotton farm in Louisiana is about 1,800 acres. 

Mr. Ketiry. Mr. Teller? 

Mr. Terrier. You ask us to enact a law so as to do away with the 
unwise decision of the Supreme Court, that is, you say it is unwise. 

Mr. Lovet. Yes. 

Mr. Teiier. I wonder whether you could submit to the committee 
the actual amendment that you would like to have, so that we would 
be in a position to evaluate it ? 

Mr. Lovetx. Right offhand I don’t think I could. I certainly could 
submit. it. 
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Mr. Ke.ury. We do not mean today. 

Mr. Grirrry. Or through the American Farm Bureau you might 
submit it. 

Mr. Lovett. In my own case, I raise sugarcane as well as cotton. I 
process some sugarcane on my own farm, by manufacturing table 
sirup. Most farmers do not. In fact, I doubt if there are 15 left in 
the State of Louisiana that do. 

Now, on the interpretation of the Supreme Court, I would be liable 
for a wage-hour operation, because I am doing something normally 
done by a sugar mill. 

Mr. Trvter. You say it is very simple. But there is a Supreme 
Court decision of the United States indicating that it is not so simple. 

Mr. Loverx. I think the Congress should say that all operations 
performed on the farm by the farmer are exempt, regardless of 
whether or not they are part of a normal farming operation. 

Mr. Teter. Is that the amendment you would like us to pass? 

Mr. Love.u. Yes. 

Mr. Teter. In other words, the farmer could put on his farm every 
type of industrial operation, and you would want that? 

Mr. Lovetu. No, for farm products. 

Mr. Tetier. For every kind of industrial operation related to his 
farm products, you would want that exemption ? 

Mr. Lovetzi. Yes, for every operation he could perform. If he put 
in a very big industrial operation, he would be buying everybody’s 
products. That is very obvious. 

Mr. Teter. That is why I would like to get from you, based upon 
your expert knowledge and your experience in this field, the kind of 
amendment that you want. 

Mr. Lovet. I would be glad to have such an amendment prepared 
for the committee and submit it. 

Mr. Texter. I would very much appreciate it. 

Mr. Grirrtn. Would you yield, Mr. Teller? 

You also suggest an amendment in the area of production. 

If you or the American Farm Bureau or any of you people would 
have language that you want to submit that you propose we adopt, 
we would be interested in seeing it. 

Mr. Lovetz. We certainly will do so. 

Mr. Trier. I would like to add to that that I would like to supple- 
ment what Mr. Griffin has said. Apparently, from what you say here, 
it is implied, it is not clearly expressed, but I assume you are dissatis- 
fied with the regulations of the Secretary of Labor, and you believe 
that they do not carry out the congressional intent. , 

Mr. Lovett. That is correct. 

Mr. Texter. Is that what you have in mind? 

Well, what we would like to have is reference to actual decisions 
or regulations of the Secretary of Agriculture, and also suggestions 
on your part as to how we can frame language so that the Congress, 
and not the Secretary of Labor or any other administrative body, 
would decide the law of the land. We are particularly anxious to 
have information such as you have indicated, that our congressional 
intent has been distorted by anybody else, whether it be an adminis- 
trative agency or a Cabinet officer or anybody else. 

So, as I say, I join with Congressman Griffin in asking that you 
submit to us some detailed information in that regard. We would 
very much appreciate having it. 
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Mr. Lovey. I will certainly do so, Congressman. 
(The information referred to is as follows :) 


AMERICAN FARM BUREAU FEDERATION, 
Washington, D. C., May 22, 1957. 
Hon. AUGUSTINE B. KELLEY, 
Chairman, Subcommittee on Labor Standards, 
House Committee on Education and Labor, 
House Office Building, Washington, D. C. 

DEAR Mr. KELLEY: We are advised by Mr. L. L. Lovell, president of the 
Louisiana Farm Bureau Federation, that at the New Orleans hearing you 
requested the submittal of specific language amending the Fair Labor Standards 
Act to implement recommendations submitted by Mr. Lovell at the hearing. 
Mr. Lovell indicated that he would ask the American Farm Bureau Federation 
to submit such proposed amendments. 

The amendments to which Mr. Lovell referred will be presented by the 
American Farm Bureau Federation, with explanatory and background informa- 
tion relating thereto, at the time the AFBF appears before your subcommittee 
to present our views with respect to coverage of the Fair Labor Standards 
Act. In accordance with Mr. Lovell’s request, we are setting forth these amend- 
ments below, although it will be readily understood that without some explana- 
tion of their purpose, the mere language of the proposed revisions may not be 
entirely clear. 

We intend to propose four amendments to the Fair Labor Standards Act, as 
follows: 

1. That subsection (f) of section 3 of the act be amended to read as follows: 

“(f) ‘Agriculture’ includes farming in all its branches and among other 
things includes the cultivation and tillage of the soil, dairying, production, 
cultivation, growing and harvesting of any agricultural or horticultural com- 
modities (including commodities defined as agricultural commodities in section 
15 (g¢) of the Agricultural Marketing Act, as amended), the raising of livestock, 
bees, fur-bearing animals, or poultry, and any activities (including any forestry 
or lumbering operations), performed by a farmer or on a farm as an incident to 
or in conjunction with such farming operations, including preparation for market, 
delivery to storage or to market or to carriers for transportation to market, 
whether or not such activities are ordinarily performed by farmers or on farms.” 

2. That a new definition be incorporated in section 3 of the act, to read as 
follows: 

“( ) ‘The area of production’ of any agricultural or hortieuitural commodity, 
including commodities defined as agricultural commodities in section 15 (g) 
of the Agricultural Marketing Act, as amended, and livestock, poultry, bees, 
and fur-bearing animals), includes all of each county in which such commodity is 
produced in commercial quantities, except that it shall not include the area 
within the corporate limits of a city or municipality having a population in 
excess of two hundred and fifty thousand as reported in the 1950 census.” 

3. Add to section 7 (c) of the act the following additional sentence: 

“For the purpose of this subsection (c) the term ‘first processing’ shall include 
all operations or activities prior to, including, and through the completion of 
such first processing, whether performed at the same or different times, or in 
one or more places or by one or more employers.” 

4. That section 18 (a) (10) of the act be amended to read as follows: 

“(10) Any employee of an employer who is engaged within the area of pro- 
duction in the preparation for market or handling of any agricultural or horti- 
cultural commodity, including livestock and poultry, and including but not 
limited to the handling, packing, storing, cleaning, dressing, eviscerating, ex 
tracting, grading, ginning, compressing, pasteurizing, curing, bulking, drying, 
fermenting, canning, cooling, or freezing any such commodity, or the making 
of cheese, butter, or other dairy products, if such employee is employed in a 
place of employment where the employer is so engaged, or” 

We appreciate your interest in this matter and will welcome an opportunity 
to review the purposes for the above revisions at the time we present our state- 
ment on Fair Labor Standards Act coverage to your Committee. 

Very sincerely, 
MATT TrRicGs, 
Assistant Legislative Director. 
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Mr. Hott. What was your story about the milk situation here? [ 
think you ad libbed that, did you not? 

Mr. Loven. Yes. To illustrate the point I was making, the net 
return to a man delivering milk in New Orleans per quart of milk 
is much more than the net return for the man that produced the milk, 

Mr. Keuiry. That is true generally, is it not? 

Mr. Lovett. Yes. On all agriculture, the cost of delivering the 
commodities today is 146 percent of the net income of farmers. That 
is processing and delivering commodities, 

Mr. Horr. That is all. 

Mr. Grirrin. And the gestion you raise is whether the Government, 
by legislative action, should increase still further that discrepancy, 

Mr. Loven. That is the question I raise, yes, sir; plus the question 
as to whether or not it would be wise for the Government to try to 
accelerate the capital requirements of agriculture. One of the big 
strains on agriculture today is having to put from 3 to 5 percent of 
its gross income into capital outlay every year to keep up with the 
rise in the cost of labor. 

Mr. Grirrin. What do farm laborers make in Louisiana now? 

Mr. Lovett. We will have to define that. Farm laborers who live 
on the place, and farm laborers who are transients, make different 
wages. The average wage in Louisiana is about 50 cents an hour. 
For the transient, that is what he makes. 

The laborer that lives on the place, of course, gets a house and, in 
most cases, fuel, water, garden satay and some kind of bonus arrange- 
ments, and others. 

So although they make the same hourly wage, 50 or 55 cents an 
hour, or in harvest times a little higher than that, if he is transient 
labor, it is not the same. 

Mr. Grirrrix. How much does somebody who delivers milk in New 
Orleans make an hour? Do you know, offhand ? 

Mr. Lovety. No; I don’t 

Mr. Hoxr. What does a milker make ? 

Mr. Lovett. You mean a milker ona dairy farm? 

Mr. Perne, here, is a dairy operator. 

Mr. Prerne (Alvis Perne, Loranger, dairy operator). I can answer 
the question from the standpoint of what I have paid. The last 
tenant I had on my farm I paid $140 a month cash. I gave him all 
the milk he wanted to use for his family. I furnished him a house, 
water, lights. And every time he wants to go to town, I have to put 
him in my car and take him to town. That is extra. And he also 
had a garden and a poultry yard. He wanted to raise chickens, and 
I bought him the wire and the posts and told him to fence it up, and 
he could raise all the chickens he wanted to. And that is about the 
situation for the average dairyman in our section. 

Mr. Hour. How many cows do you have? 

Mr. Perne. I have about 104 head. 

Mr. Hotr. Is that about the average? 

Mr. Prerne. No; I am a little above the average. I am milking 55. 

Mr. Hott. Do you sell your milk to a co-op? 

Mr. Perne. I sell my milk to a small creamery. 

Mr. Hour. Contract? 

Mr. Perne, Well, all of our milk has been priced under the Federal 
Government. 
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Mr. Horr. Would you please give your name for the record? 

Mr. Perne. Alvis Perne, Loranger, La., dairy farmer. 

Mr. GrirFtn. I just wanted to clear up one point, Mr. Lovell. 

You said that those who work on the farm and live on the farm 
usually got 50 cents an hour in addition to these other things? 

Mr. Lovett. That is right. 

Mr. Grirrin. No further questions, Mr. Chairman. 

Mr. Ketiey. Thank you very much, Mr. Lovell and gentlemen. 

Mr. Lovett. Gentlemen, I have a statement here from Tom Hatch, 
the president of the Tennessee Farm Bureau Federation, which he 
would like to submit. 

Mr. Ketter. Without objection, it will be inserted in the record. 

(The statement referred to is as follows :) 


STATEMENT OF TENNESSEE FARM BUREAU 


I am Tom J. Hitch, president of the Tennessee Farm Bureau Federation, 
composed of a majority of the farmers in the State. I appreciate the oppor- 
tunity of submitting this statement for the record in the hearing on the Fair 
Labor Standards Act. 

There can be no question as to facts regarding the loss of income that farmers 
have incurred in the past 10 years. Farmers have experienced, through drops 
in prices and rises in cost of operation, a loss of about one-third of their net 
income in the past 10 years. Any additional cost that is added through higher 
minimum wages either on the farm or in first processing, will be a further reduc- 
tion of the farmer’s income, as all of these costs will be borne by him because 
of his inability to pass these costs on to consumers. 

Minimum wages applicable to farm operators, as suggested in the bill, would 
make any farmer that employed 400 man-days of labor in any one quarter 
ineligible for exemption. A great number of our farmers have seasonal work 
which would bring them under this minimum. Farm work is such that weather 
conditions require work to be done when the weather is favorable, thus longer 
hours are put in on those days and shorter hours on less favorable days. The 
requirements under the Fair Labor Standards Act would, therefore, place 
farmers in the position of paying overtime for a great part of their work as a 
result of weather conditions. And, too, the problem of keeping accurate records 
of time put in so that they could be checked would be very difficult. This 
would be particularly true with dairy farmers, who still have not been able to 
get around the milking of cows twice daily and several hours apart. 

It is true that farmers have to compete in the market for labor and will always 
be subject to paying sufficient amounts in order to obtain labor to meet their 
requirements. For agriculture, with its already low-income problems, to be 
brought under the Fair Labor Standard Act and earn enough income to pay 
the kind of wages required, will be most difficult and one of extreme hardship 
to farmers. One other point that should be made here is the placing of a value 
on incidentals furnished on farms today. These vary considerably and it would 
be very difficult to put a dollar-and-cents value on them which would be 
acceptable. 

Another point I would like to cover in this statement deals with a clear 
definition of “area of production” and administrative rulings that have already 
been made with regard to the area of production. The area of production for 
first processing, as set out in the law presently, does not make for a good opera- 
tion in that it does not apply if the product to the first processor is moved more 
than a given number of miles, or if located close to a town of more than 2,500 
population, or is a process which has come into use since 1938. All of these 
things are nothing more or less than an effort to bypass the intent of the exemp- 
tion and to bring first processing under wage-and-hour regulation. Many first 
processors’ work is very seasonal and uses a type of labor not able to get employ- 
ment elsewhere, or is available due to slack seasons on the farm. Therefore, 
their ability to earn would be such that they would not have work through 
these periods if this work were not available to them. Certainly first processing 
and area of production needs a clear definition, one that cannot be adminis- 
tratively bypassed and one which, irrespective of proximity to a metropolitan 
center or distance that the commodity might be moved, is in such language that 
all first processing will be exempt from the provision. 
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I will appreciate the committee giving consideration to these views. 

Thank you. 

Mr. Hussey. Mr. Chairman, the next witnesses, representing the 
rosebush industry, are Mr. Carroll Wilson and Mr. Lee Lawrence. 


STATEMENTS OF LEE LAWRENCE, LAWYER, TYLER, TEX., REP- 
RESENTING TEXAS ROSE GROWERS, AND CARROLL WILSON, 
JACKSONVILLE, TEX., ROSE RESEARCH FOUNDATION, INC., AC- 
COMPANIED BY ED TEDDER AND MR. AND MRS. NEAL HARVILLE, 


TYLER, TEX. 


Mr. Lawrence. Mr. Chairman and distinguished members of this 
committee, my name is Lee Lawrence. I am a lawyer from Tyler, 
Tex. I am fortunate enough to represent most of the rose growers 
of our area. 

They were not sure at the time who was to make the statement. So 
I told the clerk that we would tel] him who our witness would be, and 
I would like to introduce to you Mr. Carroll Wilson of Jacksonville, 
Tex., who will make our statement. And also here are other growers 
and shippers, Mr. Ed Tedder and Mr. and Mrs. Neal Harville. 

Mr. Ketiry. Where do you operate / 

Mr. Tepper. Tyler, Tex. 

Mr. Keiiry. And the young lady ? 

Mr. Lawrence. That is Mrs. Harville from Tyler, Tex., and Mr. 
Harville. 

Mr. Ketury. I think Senator Lyndon Johnson and Congressman 
Beckworth spoke to me about you. He told me about all those roses 
that you raise down there. 

Mr. Lawrence. That is right. We appreciate the chance to be 
here. 

Mr. Ketiey. Allright, Mr. Wilson. You may proceed. 

Mr. Wirson. My name is Carroll W. Wilson of Jacksonville, Tex. 

This statement is submitted on behalf of the growers of nursery 
stock, officially representing the membership of the Texas Rose Re- 
search Foundation, Inc., and having authority to speak for the Ameri- 
can Association of Nurserymen and the Texas Association of Nursery- 
men. 

In the administration of the wage-hour law certain definitions and 
positions have been taken by the Department of Labor which bring 
about inequities in the nursery business that we would like to call to 
your attention, following which we would like to offer an amend- 
ment to H. R. 4575 for the consideration of your committee. 

It is our understanding that these hearings have been called to pro- 
vide an opportunity for the presentation of testimony in regard to 
the coverage of the wage-hour law and for the presentation of pro- 
posals to eliminate certain inequities and hardships that have resulted 
in the administrative interprets ations of the Wage-Hour Division, 
Department of Labor, in the administering of the law. Our testimony 
will be directed toward the solution of an inequity that exists in the 
nursery industry as a result of the administrative determination of 
what constitutes the area of production. 

Although the following hardships resulting from the above-men- 
tioned inequities are specifically cited in connection with the rose 
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farmer, it is our belief that these same inequities prove a hardship to 
other nurserymen as well. 

Cotton and corn have left east Texas and have left in their wake 
only field-grown rose bushes as a major cash row crop. These rose 
bushes require root protection from the time they are harvested until 
they reach the eventual customer. 

Although there are several hundred farmers who produce rose 
bushes as their chief money crop, less than 10 percent of these farm- 
ers are equipped to take care of the complete operation by providing 
root protection when the crop is ready to harvest. This protection 
requires cold-storage facilities and special equipment impractical for 
the small farmer to provide; therefore, our rose farmers are divided 
primarily into two groups; the grower who does not finish his plants 
to a marketable stage, and the grower who completes the operation so 
that the plants can be marketed. For purposes of distinguishing 
these two groups, we will refer to them as farmer and nursery- 
shipper. Throughout our area the farmer must rely on the nursery- 
shipper if his crop is to reach the market. 

In order to a advantage of the area of production exemption 
provided by the Fair Labor Standards Act a nursery-shipper must 
have his storage and packing facilities in a rural community having 
a population of not more than 2,500 people and 95 percent of the 

lants handled must be obtained from within a 20-mile distance. 
Mherefore, nursery-shipper located in a town of more than 2,500 
population automatically loses the area-of-production exemption. 
Thus, a hardship results to the nearby rose farmer since the nursery- 
shipper will attempt to confine his operations to his own rose bushes 
in order to use the agriculture exemption. The purpose of the area- 
of-production exemption is thereby defeated since the nursery-shipper 
does not actually serve his area. 

Hardship and discrimination to the farmer also result from the 
20-mile distance test. This arbitrary limitation of 20 miles pre- 
supposes the ample land within 20 miles is suitable for the production 
of rose bushes. Certainly this is not true, and it denies the farmer 
an opportunity to select the best soil for the production of his crop. 
Due to the sandy, hilly terrain of east Texas, rosegrowers are con- 
fined to small fields, usually limited to 10 acres. These fields are 
well scattered, not only due to rigid requirements for soil type and 
moisture, but also due to the fact that the scattering of the fields by 
a single grower insures him that a total loss is not likely to occur 
from unusual weather, such as a hailstorm or freeze. More land than 
ordinary is necessary for roses (a 2-year crop), since it is undesirable 
to utilize a given field for roses more often than for one 2-year 
period in 4 years. 

Traditionally, the farmer of nursery plants has sought the best 
market for his plants over the entire east Texas actual area of produc- 
tion. The present 20-mile limit suppresses competitive bidding among 
nursery-shippers more than 20 miles from the farmer’s fields. 

Some nursery-shippers limit their operations almost exclusively 
to plants grown on their own farm. In some instances a small per- 
centage of nursery stock is purchased from others to cover shortages 
occurring from crop losses or unanticipated demands. For example, 
rose bushes are a 2-year crop and require the anticipation of demands 
2 years in advance. Since some 200 varieties are involved it is gen- 
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erally necessary to fill out a shortage of a particular variety from 
another grower. 

The Wage-Hour Division, Department of Labor, has consistentl 
held the position that the purchase of any amount of nursery Rick 
for immediate resale, during any workweek will destroy the agricul- 
tural exemption of any farm employee for that workweek who has 
anything to do with the plants purchased. 

Of course, this can be reduced to an absurdity. For example, if an 
otherwise exempt agricultural employee on one of our farms should 
place in storage a single purchased plant, which will be shipped out to 
a customer, then he would no longer be an exempt agricultural work- 
er for that particular workweek in which he handled this single plant, 

If the nursery-shipper who purchased this single plant is located 
within the so-called urban community, he is denied both the area of 
production exemption (by reason of his location) and the agricul- 
ture exemption (by reason of this purchase of one or more plants). 
On the other hand, a competitor who does not grow a single plant could 
operate exempt from the Fair Labor Standards Act if he is located 
barely a mile from the city limits of this “urban” community. From 
the farmer’s point of view, this also suppresses the marketability of 
his plants and sometimes prevents his disposing of his entire crop. 

The loss of the exemptions to the nursery-shipper thus detailed 
above can only result in an eventual loss to the farmer, for example: 
If the increased costs of handling are passed on to the consumer in 
the form of higher priced rose bushes, fewer bushes will be sold and 
the rose farmer will have to reduce his production. If the retail 
rose bush price is maintained without increase, then the rose farmer 
must absorb the increased cost in the price of his bushes. The nursery- 
shipper profit on esi chased plants is too narrow to absorb the increase. 
The outcome would be a continuing depression of an already depressed 
and tottering agricultural economy. 

H. R. 4575 eliminates the area of production exemption from the 
Fair Labor Standards Act. We believe that the area-of-production 
exemption when properly defined is a justifiable exemption which 
would do much to support our depressed agricultural economy. In 
view of this and the inequities which we have presented, we recom- 
mend that the area-of-production exemption be retained and the fol- 
lowing amendment having to do with a definition of area of production 
be included in H. R. 4575 at the proper place: 


The area of production of any agricultural or horticultural commodity includes 
all of each county in which such commodity is produced in commercial quantities. 


We would also like to suggest for the consideration of the committee 

that H. R. 4575 be further amended in regard to the exemption clause 
in section 13 (a) (10) so as to include the handling of agricultural 
horticultural commodities, so that section 13 (a) (10) would read as 
follows: 
(10) the employees of an employer who is engaged within the area of produc- 
tion in the preparation for market or handling of any agricultural or borticul- 
tural commodity including but not limited to the handling, packing, stor- 
ing, grading of any such commodity. 

We feel that these two amendments are necessary to take care of the 
inequities which we have called to your attention in our testimony 


above. 
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Now, if I may take a few minutes, I would like to amplify just a 
little on some of this statement. 

As to the population test of 2,500, let me specifically discuss this 
hardship clause as presently administered by referring to my own 
operations. 

First, with reference to the population figure of 2,500 people—— 

Mr. Ketiey. Pardonme. Do we have that statement? 

Mr. Wixson. No. I was just going to add this. 

Mr. Treiier. Perhaps we could bring that out in our questioning. 
As a matter of fact, that is one of the problems that we wanted to 
take up. 

Mr. Chairman, would you yield for a moment? 

Mr. Ketiry. Yes. 

Mr. Tretter. When the Secretary of Labor announced these area 
production regulations in regard to population and distance, did you 
receive prior notice of the fact that he intended to promulgate 
regulations ? 

r. Witson. I don’t think I did, sir. 

Mr. Teter. Was any hearing held by the Secretary of Labor be- 
fore these regulations as to distance and population were promul- 
gated by the Secretary of Labor ? 

Mr. Weinct Not to my knowledge. 

Mr. Lawrence. Could I ewan, A Teller ? 

There were hearings held. There were no nurserymen present, and 
as far as I know nobody in the rose industry was informed or given 
~ notice of it. 

would point out to you that since we have become aware of the 
area of production definition, we have petitioned the Administrator 
twice, and he has not given us any relief from what we consider to 
be an inequitable situation with regard to even our own commodity. 

Mr. Teter. Have you at any time asked the Secretary of Labor 
for a personal meeting ? 

Mr. Lawrence. Yes, sir. We have been to Washington. 

Mr. Tretier. And you have met with the Secretary ? 

Mr. Lawrence. We met with Newell Brown, who is the Adminis- 
trator. 

Mr. Trevier. And the Secretary of Labor? You say the “Adminis- 
trator.” Do you mean the Administrator of the Wage and Hour 
Division ? 

Mr. Lawrence. Yes, sir. He is the one to whom the regulations 
require that you petition for a change in the regulation. 

Mr. Tetter. But the act requires that the area-of-production regu- 
lations are made not by the Administrator but by the Secretary of 
Labor; am I right there ? 

Mr. Lawrence. The act requires it, yes, but as a practical matter 
the Administrator determines it entirely, Mr. Teller. Yes, sir, the 
act requires that the Secretary define it. 

Mr. Teter. And he has delegated that to the Administrator ? 

Mr. Lawrence. Yes, sir. I have a copy of his area-of-production 
statement, in which he directs that you send the petitions to the 
Administrator. 

Mr. Texter. Are there not other parts of this statute in which you 
refer to the Administrator? Do we not refer to the Administrator 
of the Wage-Hour Division in other provisions of this statute ? 
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Mr. Lawrence. I don’t recall, Mr. Teller. 

Mr. Tetier. Well, what concerns me is that you tell me that the 
Secretary of Labor has delegated this to the Administrator, whereas 
Congress passed a statute that required the Secretary of Labor, and 
not the Administrator, to do this. How recently did you hear from 
the Secretary of Labor that he had delegated this function which 
Congress imposed upon him? 

Mr. Lawrence. We have never heard it from the Secretary of 
Labor, Congressman Teller. All of the regulations require that we 
direct our correspondence e and our petitions to the Administrator. 

Mr. Hort. When was this order given, anyway? What year? 

Mr. Wuson. The area-of-production definition dates back to— 
Let me ask Mr. Long here. 

Mr. Lone. I think it was 1948. Iam not sure. 

Mr. Wuison. I think it was May of 1949, but let me check. 

Mr. Lawrence. Mr. Teller, if you would like to see the area-of- 
production pamphlet, I have it, if the committee is interested in it. 

Mr. Teller, I also have the notice of adoption of the presiding offi- 
cer’s recommendation. 

Mr. Terter. Wasthere a hearing ? 

Mr. Lawrence. Yes, sir, there was a hearing. 

Mr. Texxier. The notice of hearing was issued in the Federal Reg- 
ister on February 21, 1951. So there was a hearing and notice and 
an opportunity to be heard. 

Mr. Wrrson. Yes, sir. Well, I might offer one more word of expla- 
nation, which the committee might also be interested in, and it might 
serve somewhat to explain our position, which we are faced with. 

Until Budd v. Mitchell, which was called to your attention in the 
preceding statement, there was a decision by the fifth circuit, which 
sits in New Orleans, of which we are a part, which held the area of 
production definition to be invalid That ease, Budd v. Mitchell, was 
a fifth circuit case, in which the Supreme Court overruled /en/ins 
Ve Durkee ° 

The investigators of the Fair Labor Standards Act, or the Wage 
and Hour Division, after Budd vy. Mitchell, immediately came into 
our area and informed these people that they were covered by the 
“air Labor Standards Act. And actually, that is the first time that 
they really knew that they were covered, or I will say most of them 
knew that they were covered, by the Fair Labor ee Act. 

Mr. Tetter. What concerns me is the fact that we have an Admin- 
istrator, under this act. The Administrator is not an employee of the 
Secretary of Labor. He is not an agent of the re retary of Labor. 

Section 4 (a) of the Fair Labor Standards Act provides that the 
Administrator shall be appointed by the President, by and with the 
advice and consent of the Senate. 

Now, when Congress in nposes an obligation upon the Secretary of 
Labor, we mean that the Secretary of Labor, not the Administrator, 
not anybody else, should effectuate the responsibility which we re- 
posed in him. And therefore we are very much interested in knowing 
that the Secretary of Labor has, without authori ity of law, delegated 
a responsibility which we have imposed upon him. 

Now, my observation in that regard is reinforced by the fact that 
in another part of this statute, if my recollection serves me correctly— 
I have only read this act about 5,000 times—were we impose upon the 
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Secretary of Labor some kind of obligation, we authorize him to do 
what he is required to do through the aid of an employee or other 
representative. x 

Now, we have here an excerpt from Reorganization Plan No. 6 on 
page 3 of the statute from which I am reading, which provides as 
follows: 


The Secretary of Labor may from time to time— 
and there is a word omitted, apparently, here— 
such provisions as he shall deem appropriate, authorizing the performance by 
any other officer or by any agent or employee of the Department of Labor of 
any function of the Secretary, including any function transferred to the Secre- 
tary by the provisions of this reorganization plant. 

It may very well be that under this language the Secretary of 
Labor had the authority to delegate to the Administrator. 

Mr. Ketuey. That has always been the assumption. 

Mr. Tetier. Well, the reason that I am a little doubtful about this 
is that under this act I do not know whether by this language we 
intended that the Secretary of Labor should delegate to the Admin- 
istrator. 

The Administrator under this act has enforcement powers, which 
places him in a frame of mind not necessarily well suited to the 
judicial determinations required when people like yourself apply 
for an interpretation of a term. The Administrator of the Wage 
and Hour Division had to be told by the Supreme Court of the United 
States on a number of occasions that he had gone much too far, and 
we had to amend the act on a number of occasions to save the law 
from the Administrator’s transgressions. And therefore what you 
tell me about the Secretary of Labor having divested himself of re- 
sponsibility in this particular situation, I think, should concern us. 
We have been having too much of this business of altering congres- 
sional enactments by administrative interpretations. 

Now, apparently, what you have done is to throw away the baby 
with the bath water, and you have decided to take the Secretary of 
Labor or anybody else out of the picture, and in your amendment you 
would provide the thing by statute without any area for any deter- 
mination by anybody but the courts and the Congress; is that right? 

Mr. Witson. Yes, sir. 

Mr. Treiiter. Well, it may very well be necessary for us to come 
to that conclusion, based on some of our experience. 

On the other hand, there may very well be an area where some sup- 
plementation may be necessary. We do not know at the present time. 

But what concerns me is that what you have done here is to say that 
the employees who work in the area of production should not be 
entitled to the benefits of the dollar minimum wage and overtime. 
Apparently one of the arguments in your presentation is that you 
lave an inequity. 

Over here, if you are a mile away, you have to pay one rate, and if 
you are a mile and a hundred feet away, you have to pay another rate. 

But why should not everybody be brought under the dollar mini- 
mum wage? Why should we pass this statute? Why should we not 
pass a statute doing away with the whole area of production concep- 
tion and providing that everybody should be given a dollar an hour? 
Why, in other words, should we not go along with the Kelley bill? 
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Why should these people be deprived of the dollar minimum wage? 

Mr. Wirson. If I may try to answer that, Congressman, we brought 
out in our statement two alternatives : 

One, that if the increased costs are passed on in raising the retail 
price, fewer rose bushes will be sold. To that extent, the farmer will 
have an opportunity to produce fewer plants and receive less income. 

I would like to emphasize that in our area the rose bushes are a cash 
crop to the farmer. They area valuable crop to him. Corn and cotton 
have pretty well left the picture. I mean, it is a desirable crop for 
him to grow. But if we pass the price on to the consumer, that means 
that less will be sold. 

Now, let me expand on that to this extent: Rose bushes are not a 
necessity. They are a luxury item. There is so much money to be 
spent for rose bushes, and that is it. If the price goes up, fewer will 
be sold. 

To cite a specific example, we have one of our large customers this 
past year who, in the face of an increase in price which we had told 
him he would have to pay, said, “Well, I will just have to order fewer 
bushes.” And he did order fewer bushes. He ordered 40 percent less 
bushes. 

So there is that side of the picture. 

Now, if the price is maintained, the profit for the nursery shipper 
is just not there to absorb the increased cost. 

Mr. Tretter. People who work on farms work under so many differ- 
ent kinds of arrangements, and the problems of agriculture are quite 
complicated. So that there might be an argument that the agricul- 
tural exemption should be retained. 

We are told, for example, that in the case of somebody who milks 
cows and lives on a farm and has his own little place for raising 
chickens and has so many other things and gets his own milk and his 
own vegetables—we may very well decide that it is too difficult to de- 
cide to cut across that with a minimum wage law. But in the situa- 
tion of people who are engaged in the area of production in connection 
with roses, it is a straight hourly rate that these people are paid; is 
that not so? 

Mr. Witson. That is right. 

Mr. Tetier. They are no different than any other people working 
for a living for an hourly rate. And the fact that this is a luxury I 
doubt would move us to say that people should get paid less for 
working on something because it is a luxury and not a necessity. 

Mr. Krtiry. I think the young lady was going to answer that 
question. 

Mrs. Harvitte. You are very perceptive, Mr. Kelley. 

You said that the people who work in our processing rooms or 
packing plants or finishing plants to get these plants ready for market 
were no different than other people who work on an hourly wage. 

I am assuming, Congressman Teller, that you speak in terms of 
people who work regularly at that farm employment. Right? 

Mr. Teuxer. Well, not necessarily. We are here basically to gather 
facts. Tell us about it. 

Mrs. Harvinix. We have seasonal workers who do this work. It 
is a seasonal item. It is a perishable item. This type of work goes 
on from in the early fall, in a small quantity, until it works up to its 
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¢limax in the spring. We are a farming area. We do not have too 
large a labor pool to draw from other than transient workers or people 
who come off the farms. So when we start this work, we are forced to 
take whatever labor—and it is completely unskilled—we can get. 
We ourselves employ many people who are nearer 70 than 60, the 
physically handicapped, a lot of people who cannot read or write. 
Those people change from year to year. We have to train them all 
over again. So it is obvious that they are not worth as much to us 
as someone that we could train. 

I think I could speak for the group in saying that, for our regular 
employees, a dollar an hour is certainly the minimum that any of us 
pay. It isthe seasonal workers who create our problem. 

Mr. Teter. Well, now, you operate what kind of an establishment ? 

Mrs. Harvitte. We grow roses. Incidentally, my husband is the 
working member. I am the talking member of our company. 

We grow rose bushes, and then we also have some 20 rosegrowers 
who grow rose bushes, and we handle them to prepare them for market, 
because they have not the facilities necessary. 

Mr. Treiter. What we are discussing right now, as I understand 
it, is the handling in order to prepare it for market. 

Mrs. Harvitie. That is what I was talking about. 

Mr. Tetier. Right. Now, what is it that you do? What do you 
do when you handle it to prepare it for market ¢ 

Mrs. Harvitir. Well, they are brought in from the fields, and be- 
cause they are a live plant and are not something as inanimate as a 
potato, for instance, they have to have some sort of protection, some 
sort of storage. And in our case the only storage available is inside 
the city limits entirely, cold storage that is required to keep them in 
a dormant stage so that they can be shipped. 

Mr. Tretier. And do you employ anybody in the place where you 
store them ? 

Mrs. Harvitir. Yes. 

Mr. Trevter. How many people? 

Mrs. Harvititr. At the peak of our season we have some 200 people 
in the plant. 

Mr. Tetier. And out of season, how many do you have? 

Mrs. Harvititz. We have what we consider regular employees, the 
ones that we provide full insurance benefits for and vacation pay, and 
prior to wage and hour had let them share in the profits—we have 
some 15 that fall in that class. 

Mr. Tetirr. And that goes up to 200 during the season. 

Mrs. Harvitie. That is right. 

Mr. Tretier. But the 185 that you employ as seasonal employees— 
how long are they employed? Is1it3 or4 months? 

Mrs. Harvitte. Yes. It varies. In the fall months perhaps only 
about a third of that. But then as we come along to particularly 
February and March and part of April, we have a demand for a lot 
of people. Those are the days that we all work awfully long hours. 

Mr. Trtier. And do these seasonal employees work long hours? 

Mrs. Harvitite. Yes. We operate, of course, with the seasonal ex- 
emption, now, where they can work I believe 56 hours during that 
time. We are like other divisions of the farming industry that han- 
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dle a perishable item. We know we must work long hours to get it on 
the market. 

Mr. Trtier. You do have the benefit, now, of the seasonal exemp- 
tion, and they can be employed at an hourly rate without overtime up 
to 56 a week ¢ 

Mrs. Harvitte. That is right. 

Mr. Teter. What do you pay them by the hour? 

Mrs. Harvitix. We absolutely work under wage and hour. We 
have for about 18 months now. 

Mr. Teurr. I see. 

Mrs. Harvinie. At the time that they first came to us and told us 
about wage and hour, we only had 1 employee working in the plant 
that was making less than the 75 cents required at that time, and she 
had not been with us long and was learning the work and was making 
65. 

Mr. Texxier. So that for the past 18 months you have been con- 
forming with the wage-hour provision of a dollar an hour ? 

Mrs. Harvitte. That is right. 

Mr. Teter. Has that substantially decreased your volume of busi- 
ness ? 

Mrs. Harvitze. It has not decreased the volume of business, sir. 
That we are not concerned with. It has decreased our profits. We 
have none. 

Mr. Texter. You have not been able to raise your prices at all? 

Mrs. Harvitxx. It is impossible. 

Mr. Texier. Is that because of unfair competition from pl: aces 
which do come under the limitations of the Secretary of Labor? 

Mrs. Harvitte. No. It isn’t from that. We feel—Does your wife 
ever buy rose bushes? 

Mr. TeiiEr. I suppose so. 

Mr. Horr. Will the gentleman yield? I just bought three last week. 

Mrs. Harvitie. Congressman Holt, didn’t you look for the place 
that had the cheapest price as well as the good bush ? 

Mr. Hour. No; my wife sent me out for three specific names, and I 
had a heck of a time finding the Golden Shower rose. 

Mrs. Harvie. Your wife is a rosarian. I am afraid most of our 
customers are not, and rose bushes are an impulse item. 

Mr. Hour. I noticed that the prices varied a lot, $2, $2.75, $3.50 for 
this one. 

Mrs. Harvitzte. You are into the patented rose bush, where the 
person who owns the patent does establish the price for which it can 
be sold. That is the great minority of bushes so far as we are con- 
cerned. And they are used as a leader item, and the prices are very 
competitive. I know that if we had to raise our price by as much as 
2 cents, we would decrease our volume by a third of what we do. 

Mr. Texier. I thank you. 

Mr. Keuxey. Mr. Holt, have you any questions to ask this group? 

Mr. Hout. Getting back to the subject matter, what is your main 
complaint now? W ould you go back to paying less than a dollar an 
hour ? 

Mrs. Harvitte. We would not. 

Mr. Wison. Are you asking me, Congressman ? 

Mr. Hort. If you want to get rid of the floor, I will give it back 
to this man. 
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Mr. Witson. We would like the area of production defined so that 
we would be exempt. That is correct. 

Tf I can expand just a little 

Mr. Grirrin. Would it be the time and a half over 40 that you are 
primarily c oncerned with ? 

Mr. Witson. You see, this is seasonal work. We all treat our per- 
manent employees good, but our problem is the seasonal workers. And 
these seasonal workers come from farms, and they come from older 
people. They would not be employable by industry if the industry 
were there. They couldn’t employ them. They don’t have the ability. 
Some of them can’t read. Some of them can’t write. 

Mr. Ketiry. What do you pay those seasonal workers on an aver- 
age? 

Mr. Wirson. On an average, 75 cents. It ranges from 65 cents 
to $1.10. It would probably average about 75 cents. 

Mr. Horr. Did you want to expand on something else there ? 

Mr. Wirson. Well, did I answer your question suffic iently, sir? 

Mr. Horr. On the seasonal workers, what is your main problem ? 

You want to be able to pay them 65 cents or 75 cents an hour ? 

Mr. Wiison. That is correct. 

Mr. Horr. So that I understand it, let us get this area of production 
exemption problem, as to the 2,500 population. 

Mr. Wirson. We want the area of production defined so that it 
is realistic. In other words, as I tried to point out, it is a rather 
arbitrary definition. 

For example, my warehouse in Jacksonville denies their exemption 

: because they are a town of more than 2,500 people. If I move my 

warehouse a mile outside the town, the whole situation completely 

: changes. So the definition should be defined realistic: ally. 

Mr. Horr. What does this farmer get for his roses—someone who 
brings some in from the field ? 

Mr. Wirson. In my particular case, since I have to handle my 
own roses, let me ask Mr. Tedder to answer that question. 

Mr. Tepper. We pay on an average about 20 cents per plant. 

Now, to give you an example of the impact of the wage-and-hour 
minimum wage, last spring we were examined by the wage-and-hour 
people, and we were operating, we thought, under the area of pro- 
duction exemption. Some of our production came from outside the 
20-mile area, and they found that we lost that exemption for certain 
) months when we acquired more than 5 percent of our total product 
from outside the 20-mile radius. So that for certain months we were 
required to comply with the wage-and-hour minimum rate of a dollar 
an hour. 

This year, to absorb that increased labor cost, we were able to pay i 
the growers of the bushes 2 cents less per plant than we paid them 
prior to coming under the wage-and-hour law. 

Mr. Lawrence. I might point out in explanation of what Mr. 
Tedder has said that the ¢ group of farmers owns the operation he told 
you of. 

Mr. Ketiry. We appreciate very much your appearing here. 

Mr. Hussey. Mr. Chairman, the next witness is Mr. William J. 
Cleveland, Crowley, La. 

I might add, Mr. Chairman and members of the committee, that 
Mr. Cleveland is president of the Louisiana State Senate. 
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Mr. Ke.tzy. We are glad to welcome our colleague from Louisiana. 


STATEMENT OF WILLIAM J. CLEVELAND, FORD DEALER, 
CROWLEY, LA. 


Mr. Crevetanp. Mr. Chairman and gentlemen of the committee, my 
name is William J. Cleveland. I am a native-born citizen of the 
State of Louisiana and I have been engaged in private business in our 
State for 34 years. I have been in the retail automobile business for 
20 years, and I am the owner of Cleveland Motors, a Ford agency in 
Crowley, La. Crowley is a city of 14,000 population located 190 miles 
west of New Orleans. 

I have been active in business, civic, and political affairs in my local 
community and in the State. At present I represent the State of 
Louisiana on the national board of directors of the National Automo- 
bile Dealers Association, the trade association which is composed of 
30,000 of the 40,000 new automobile and truck dealers of America. 
I am a former president of the Louisiana Automobile Dealers Asso- 
ciation, Inc. Also I have been a member of the State legislature for 
13 years, and at present I am president pro tempore of the senate. 

These biographical references have been made, Mr. Chairman, not 
for the purpose of personal aggrandizement, as I am sure you appre- 
ciate, but to indicate to you that I possess a modest background and 
knowledge of the business affairs of my State which would be so 
seriously affected by the enactment of proposed amendments to the 
Fair Labor Standards Act which your committee has under considera- 
tion at this time. I refer to those amendments which would alter 
the retail and service establishment exemptions provided for in the 
present law. 

We the businessmen of Louisiana are grateful to you, Mr. Chair- 
man, for bringing your committee to New Orleans to learn about our 
local conditions and the effect the proposed changes in the law would 
have upon us. Personally and on behalf of those for whom I spoke, 
the 400 new automobile and truck dealers of Louisiana, I wish to 
thank you for this privilege of testifying today. 

Mr. Keuiey. Let me interrupt you. Do not give me all the credit 
for bringing this committee here. Because they all came. They all 
wanted to come. 

Mr. CLeveLAND. We are glad to have you in New Orleans. 

We miss our good friend, Mr. Roosevelt. I wish he were here. 

We believe, Mr. Chairman, that we can demonstrate to you that 
grave consequences would result to us in Louisiana if the present re- 
tail and service establishment exemption is removed from the Fair 
Labor Standards Act. We are vigorously opposed to its removal. 

It may be of interest to you to know that of the total retail trades 
in Louisiana, franchised automobile dealers employ 8.7 percent of 
all the employees engaged in retail business, pay 14.4 percent of the 
payrolls paid in the ‘Yetail business and make 15.6 percent of all the 
sales. So it is apparent that even though individually we automobile 
dealers are small independent businessmen, collectively we are a signi- 
ficant factor in the business life of our State. 

Although I am situated in a small city and on a comparative basis 
I consider my dealer ship to be average in size in Louisiana, the con- 
ditions that prevail in my de alership and in my city may be said to 
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be typical of other dealerships so situated throughout the State. Yet 
there are some pronounced differences between dealerships located as 
I am and those situated in metropolitan areas such as Shreveport, 
Baton Rouge, and New Orleans. These differences existing between 
the various cities and parishes within our State graphically demon- 
strate the impracticality and unrealisticness of legislating one uni- 
form standard of hours to be worked and wages to be paid in Louisi- 
ana alone, and even more so throughout the United States where cer- 
tainly the difference must be even greater. 

There are several characteristics of automobile retailing that should 
be recognized in considering the proposed changes in the law. A new 
automobile or truck is a high unit cost item which produces a small 
percentage of profit when compared with total gross sales. Therefore 
to impose a $500,000 standard as one of the yardsticks for coverage 
under the law will result in over 50 percent of the dealers in Louisiana 
being subject to the minimum wage and overtime requirements of the 
law. This would result in covering some dealers in small rural com- 
munities as well as dealers in the large metropolitan areas. I would 
be covered in Crowley. 

On the face of it one might inquire “What is wrong with that?” 
There are several very good reasons as to why such a condition would 
be undesirable. 

Such extension of coverage would have discriminatory effects. It 
would place somed ealers under the wage and hour standards of the 
law and exempt others, notwithstanding the fact tht exempt and non- 
exempt dealers may be located in the same community, even across the 
street from one another, be in keen competition with each other, use 
the same type of labor from the same labor market and employ pay 
practices which are similar if not identical. 

To avoid being blind to the realities of distinguishing characteris- 
tics between varying localities recognition of the hours to be worked 
must be noted. 

The sales and service area which we serve in Crowley is largely 
agriculture in nature. We are known as the rice capital of America. 
Thism eans that the customers who depend upon us don ot conform 
to a uniform pattern of life of 40 hours of work a week, each week 
in the year. Neither can we if we are to accommodate their needs 
and desires. Business in Crowley is primarily controlled by the 
weather, by the seasons of the year as they affect the planting, culti- 
vating, harvesting, milling and selling of rice. 

There are equally good reasons why dealers situated in the metro- 
politan areas, such as New Orleans, conform to the pattern of opera- 
tions which they do. The economic and social factors require it. 

This may be more vividly demonstrated to you by comparing wage 
and hour conditions in the automobile business in Crowley and New 
Orleans. 

The average weekly hours that employees of my business work is 
5214. This is true with respect to the employees of other dealers in 
Crowley also. 

This figure should be compared with the average in New Orleans 
which is 4914 and the overal nationla average of 43.8 hours. 

Mr. Grirrtn. Could I interrupt you and ask you whether automo- 
bile dealers in New Orleans are organized ? 
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Mr. Crevetanp. No, sir, not a dealer at present in the State of 
Louisiana is organized. 

Br. Grirrin. Thank you. 

Mr. Crevetanp. With respect to only the question of hours worked 
the differences within a State, as shown here in Louisiana, as well as 
the differences existing between the several States, makes it apparent 
that for the Congress ‘of the United States to arbitrarily set one pat- 
tern for the entire Nation is to ignore the very real differences that 
do exist because of local conditions. The results of such action would 
be ineffectual in some areas and catastrophic in others. 

In considering the hours per day and the days per week that an 
automobile dealership i is kept open, wide variances will be recognized 
within New Orleans itself. Most dealerships are open 514 days i in all 
departments. Some sales departments are operated 13 hours a day 6 
days a week. I none case a service and parts department is open 24 
hours a day 7 days a week. 

The daalicn in Crowley normally operate all departments 514 days 
a week averaging 5214 hours worked each week. Due to the fact that 
we serve an agriculture community, our hours of operation of neces- 
sity must more nearly conform to our customers’ hours that to the 
pattern set by the economic life in the metropolitan areas. 

Let us now compare wages paid in Crowley with those paid in New 
Orleans. The weekly income of my mechanics is $85, while it ranges 
from $75 to $200 here in New Orleans. 

Painters’ weekly wages in New Orleans go from $75 to $150. Mine 
receive $85 per week. 

Body repairmen earn from $65 to $175 here in New Orleans and I 
pay mine $70. 

Upholsters receive from $65 to $125 here, and they average $90 in 
Crowley. 

My parts-department men average $290 a month, while here they 
average $320. 

In New Orleans, service salesmen range from $260 to $325 a month, 
and I average paying mine $300. 

Overtime as such is not paid in Crowley. On the other hand, here 
in New Orleans you have these varying conditions and prac tices pre- 

vailing. Some firms pay the regular rate of pay for all work over 
8 hours a day, while others pay overtime at one and a half times the 
regular rate for all hours over 40 in a workweek. One firm pays 
overtime after 45 hours to shop employees. Several firms pay in- 
centive bonuses. 

So you see different hours are worked and different wages are paid 
in © rowley and New Orleans. And I submit to you, gentle men, that 
such variances are normal, natural, and the way it should be. The 
entire pattern of life is different between a small rural community and 
a vast metropolitan seaport. The standard of living is different. 
Values are different. And the economic and social forces that have 
hrought these two distinct ways of life into being, and which have 
nurtured and deve ‘loped these equally successful ways of existence, 
should not be destroyed by Federal fiat or cast into one common 
national mold as a result of congressional enactment. 

Responding solely to the economic laws of supply and demand and 
recognizing our moral and social responsibilities, the automobile 
dealers of Louisiana have constantly raised the wages of our em- 
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ployees. This we have done without the force of Federal statute and 
this we will continue to do without the enactment of new laws. Along 
with raises in wages ever increasing other benefits have been con- 
ferred upon our employees. These, too, will expand with our financial 
ability to do so. 

Wages have to be earned and justified to be real and permanent. If 
you legislate contrary to the economics of the situation you merely 
give impetus to the spiral of inflation. The results of that need not 

e elaborated upon. 

If governmental action is demed desirable, then that determination 
should be made on a State level and exercised by the State and not 
the Federal Government. 

From the figures I have presented to you, it is apparent that prac- 
tically everyone in the automobile retail trade in Louisiana is making 
well over $40 a week and averaging well over $1 an hour. In my case 
my average weekly pay per employee is $68 and the average hourly 
rate $1.30. Gross average hourly earnings for the State are close 
to $1.60. 

These differences within our own State with respect to the hours 
a man has to work to get the required job done and the pay he is to 
receive for his services demonstrate beyond any shadow of doubt that 
when change is desired or required, the matter should be resolved 
by the economics of the situation within the State, by the State. 

We in the automobile business are proud of the progress we have 
made in raising wages in the past under the present law. We feel 
equally confident that we will continue to make sound and lasting 
progress in the future if allowed to do so the way we have been in the 
past. It is essential to our entire economy, if not to our very existence, 
thatt he retail and service establishment exemption existing in the 
present law be preserved unchanged. 

I thank you, Mr. Chairman. 

Mr. Keuury. Mr. Teller? 

Mr. Teter. Mr. Cleveland, thank you very much. I know I ex- 
press the chairman’s sentiments which he has already expressed. We 
are very gratitfied when you can take time off to give us the benefit 
of your views. 

There is one point I would like to make and get your point of view on 
it, particularly because of your experience both in business and in 
the political life of the community. 

There is a sentence on page 7 of your statement that you have just 
read, and [ quote it: 

If governmental action is deemed desirable, then that determination should 


be made on a State level and exercised by the State and not the Federal 
Government. 


Now, in testimony given us by a number of persons in Washington, 
one of the complaints which has been urged upon us is that the States 
have failed to adopt minimum-wage legislation, and that therefore the 
Federal Government must step into the picture. We have been con- 
cerned about striking a balance, on the one hand measuring up to our 
responsibilities and on the other hand not interfering with the lesiti- 
mate interests of the State. 

Do you think there is an avenue of compromise in a proposal that 
the Federal Government should set forth standards leaving some lee- 
way to the States, both in regard to minimum wages and the time 
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when overtime may be necessary / Do you think that that may be a 
way out of the present impasse ? i 

Mr. Cievenanp. Frankly, Congressman Teller, I might not have the 
exact answer to it. I am sure I wouldn’t have, because it is a serious 
problem. 

Under our constitution we cannot regulate wages and hours now. It 
would have to be submitted to the people. I have been in the legisla- 
ture for 13 years, and I don’t recall in my time there anyone ever 
putting up a constitutional amendment try ing to regulate wages and 
hours. 

Mr. Tetier. Why is that necessary? Because of a provision in the 
State constitution ? 

Mr. Cievetanp. The State constitution. 

Mr. Tetxrr. In other words, you would have to do it in the State 
constitution by an amendment ? 

Mr. CLEVELAND. By an amendment. 

Mr. Texter. Well, all right. If the Federal Government were to 
do what we have been asked to do in Washington, that is to say, were 
to prod the States, by saying that this shé ill be the law unless the 
States would, in a certain fr amework. adopt provisions on this sub- 
ject—let me give you a specific example that is running through the 
minds of some people who have addressed themselves to this problem. 
Suppose the State were to provide that as to these exemptions or at 
least some of them, perhaps service or retail, the minimum wage shall 
be paid for work in excess of 40 hours, provided, however, that this 
statute shall not be applicable in any State where by statute or con- 
stitution amendment a minimum r ate for such employ ees is adopted 
for, say, a minimum of 80 cents an hour, and overtime is payable for 
work done in excess, say, of 48 hours. Now, how would you react to 
that ? 

Mr. Cievetann. Of course, I would react as you do as a Congress- 
man, and if there was any bill introduced I would n: iturally want to 
hear both sides of it before I would make up my mind as to how to 
vote on such a bill. 

However, it seems to me, Congressman Teller, that in your bringing 
out just a few minutes ago there how they interpret things from 
Washington—that is what the small-business man has a fear of, you 
understand. While the intent of Congress might be perfect, once it 
gets down to us on the local basis we find ourselves in a terrific jam, 
and before anything can be done on it the small business people could 
get hurt. I do not know if you know anything about our business right 
now. Our profit on a national basis is yet under 1 percent of our 
gross sales, and we have a terrific problem meeting the demands in 

each community as to what it requires. I am not opposed to a dollar 
an hour. Certainly I am not, because if I could get the thing done on 
a local basis where everybody would be in the same boat, then I have 
a better opportunity to get a little bit more money for myself. 1 
know that. Solam not against a better wage. 

I am afraid, though, of Federal regulations as applying to local 
business people. Iam afraid of that. 

Now, to get to what you say, as to us, we would have to change our 
constitution, and of course we would have to present all of these things 
to the people. And, in an agricultural State such as ours, it is doubtful 
that we could go to our people and ask them for a minimum wage 
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and hour law. I doubt that it would pay. That is just an observation 
on my part, however. Because we are primarily agricultural, while 
we are coming along, if you will, in our development of industry. 

I believe we e have about $400 million worth now that is located along 
the river. 

Now, as those businesses come in, then we find, as automobile dealers, 
that it brings in more money, and we are able to pay a better wage. 
And I don’t think that you find the automobile dealers as such not 
willing to pay a fair wage. 

In fact, you find most of them paying bonuses to their employees. 
And a while back they had no vacation. Today I don’t know of very 
many dealerships that don’t give a vacation. Maybe not as long as 
if you had a union contract. But I think maybe that is one of the 
reasons in Louisiana that we don’t have too many union contracts in 
our shops, because I believe the dealers have been conscious of the 
fact that they must treat their employees right and pay them as 
much as they can. 

Mr. TEevter. Well, we are deeply impressed by these figures, and 
speaking for myself, automobile dealers are not at all the prime 
target of those who seek to have the minimum-wage law extended. 
But, of course, as you know perhaps better than I, it is difficult to 
draft legislation on an industry basis, and that is where our problem 
comes from. 

Mr. CLevELAND. I wish I could do it, I certainly would be doing for 
us, as far as our manufacturers are concerned. 

Mr. Horii. You mentioned some of the differences in your metro- 
politan areas such as Shreveport, Baton-Rouge, and New Orleans. 

Mr. CLeveLANp. That is because of the industry involved, Con- 
gressman. The industry in our area is concentrated in those areas. 
I left out the town of Bogalusa. That is a town where we have quite 
a bit of industry. In any industrial section, you will find there is a 
difference between that section and the agr icultural section. 

Mr. Hour. Where do you get your cars from ! 

Mr. CLEVELAND. There is an assembly plant in Memphis and Louis- 
ville. Memphis, mostly, for New Orleans. 

Mr. Hour. Have you had an opportunity to study the recommen- 
dations of the Secretary of Labor 4 

Mr. CieveLanp. I have not studied the act at all. 

Mr. Hour. I am delighted you came up also. 

{ will not ask you any more questions. I wanted to get your view- 
point locally. 

As you know, we had your national folks testifying in W ashington, 
and I got a lot of my answers there. I am specific ally glad to get 
your recommendations here locally, your viewpoint, because of your 
other activities. 

Mr. Granam. I would just like to ask you: Down here do you pay 
all of your employees on an hourly basis now; or how do you pay 
your people! 

Mr. Cievetanp. In different shops you have different pay sched- 
ules, and so forth. For instance, in mine I pay them on what I call 
a 50-50 basis. 

Mr. Granam. Your mechanics? 

Mr. CLevetanp. My mechanics; and it is true of my painters, tak- 
ing off so much for the paint, and in the body department the same 
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thing, so much for body material, and then giving them 50-50. And 
now we charge $4 an hour. So our men are really well paid, and we 
have not had too much trouble in the community to get the $4 an 
hour. 

But even in spite of that, Congressman, we are still in a pretty 
rough position. 

Mr. Grirrin. It is the time and a half after 40 and the burden of 
the regulation that you are objecting to? 

Mr. Cievetanp. That is right. 

Mr. Grirrin. Thank you very much. 

Mr. Ketiey. Thank you very much, Mr. Cleveland. 

Mr. Hussey. Mr. Chairman, the next witness is Mr. Austin Anson, 
the Texas Citrus and Vegetable Growers and Shippers, of Harlingen, 


Tex. 


STATEMENT OF AUSTIN E. ANSON, EXECUTIVE MANAGER, THE 
TEXAS CITRUS AND VEGETABLE GROWERS AND SHIPPERS, 
HARLINGEN, TEX. 


Mr. Anson. Mr. Chairman, my name is Austin E. Anson. I am 
executive manager of the Texas Citrus and Vegetable Growers and 
Shippers. 

Before giving my testimony, Mr. Chairman, [ want to tell you and 
your committee that I have had one of the most gratifying expe- 
riences in the past hour and a half that I have had in listening to testi- 
mony before a labor committee of the House or Senate, I believe in 
all the years I have been before them. I want to thank the commit- 
tee, and particularly Mr. Teller, Congressman Teller, for what he put 
in the record in regard to the fact that the bureaus are apparently 
not paying too close attention to the laws that you pass in Congress. 

I believe hat the fruit and vegetable industry of the whole United 
States—and I am going to see that they know about this, Congress- 
man Teller—would be most pleased to know that somebody in “Con- 
gress has repeated what we have been saying for a great many years. 

Mr. Ketter. We have been concerned about that for a long time, 
I might say. 

Mr. Anson. Well, we hi ave been concerned for a great many rea 
sons, and they are all expensive. And we find out that we work w ith 
you gentlemen in Congress when you pass the laws, and we work at 
home for what we want and what we need. We give that to our rep- 
resentative, and he takes them to you gentlemen, ‘and you pass a law. 
And so he may, when that law gets back to us through the various 
channels, administrators, bureau he: ads, and what have you—we do 
not recognize what we thought was a very constructive piece of 
legislation. 

1 hope, Congressman Teller, that you continue your investigation of 
the authority of and who says who’s who on this administrator 
business. 

We have just had a lot of experience later in decisions of the admin- 
istrator in reference to the fruit and vegetable industry 

At the moment, some things are smoothing out, simply because we 
had Members of Congress sit in, in W ashington, with mpl} Brown, and 
explain to him how far off base he was in proportion to the laws that 
you folks have passed. 
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It is most gratifying, and while there will be many times that I 
won't agree with this committee on many of — decisions you are 
going to come up with possibly with this is all ¢ ranged, but I am going 
to feel that we have somebody who is looking after our interests at last, 
and we can feel a little more secure that the friut and vegetable 
industry might have some interpretations that we can understand. 

Getting back to my song and dance, here, that I came to give you— 
this other was too good. I couldn’t hold in much longer. It’s a good 

hing you let me testify. ; 
Thia brief is nedpared for and on behalf of Texas Citrus and Vege- 
table Growers and Shippers, a nonprofit organization composed of 
90 percent of the growers and shippers of perishable fresh fruits and 
vegetables from the State of Texas. The office of the association is 306 
East Jackson, Harlingen, Tex. 

Our members are engaged in the planting, growing, harvesting, 
packing, preparing for shipment, and shipping of citrus fruits, con- 
sisting of grapefruit, oranges, lemons, and tangerines, and all winter 
vegetables consisting primarily of beans, beets, carrots, broccoli, cab- 
bage, cauliflower, corn, cucumbers, onions, lettuce, peppers, potatoes, 
radishes, spinach, and tomatoes. In addition, we grow and ship such 
items as chicory, collards, endive, escarole, parsley, anise, dandelion, 
turnips, beet greens, and other more or less specialty items. We also 
crow cantaloup and watermelons. None of the fruits, vegetables, or 
melons that we grow are price supported by the Federal Government. 


THE EFFECT OF ANY WAGE INCREASE 


We are opposed to any increases in the present wage scale, and will 
attempt to set out our reasons why and make some constructive sug- 
gestions for our particular industry. 

There is not any place where the members of our industry can absorb 
any increases in ben costs. ‘The increases, if they are to come, will 
have to either be charged back to the producers or passed on to the 
consumers. 

We think it is agreed that the farmer cannot asborb any additional 
labor costs. 

The consumers’ spotlight has been directed for quite some time at 
the wide spread between what the grower receives for his product and 
what they, the consumer, must pay at the retail level. Do you think 
there is any possible chance to secure any additional from the retail 
end? We don’t. 

Just 2 years ago, in May 1955, I testified before a Senate Committee 
on Labor and Public Welfare regarding this same proposal. At that 
time, I used an example of the lowly carrot, one of the many vege- 
tables grown and shipped by our industry. At that time the minimum 
wage was 75 cents per hour with proposed increases ranging from 
90 cents to $1 per hour, based on testimony developed for that hear- 
ing, we were able to show that if the minimum wage was increased to 
90 cents an hour, the growers of carrots, if they continued to raise 
4 tons per acre based upon USDA predictions, this would result in a 
loss of $10 per acre to the grower. Since that time, we have had the 
opportunity to analyze the cost figures of one of our growers who has 
completed one full crop since the minimum wage was increased from 
75 cents to $1 per hour. This grower had 306 acres of carrots. He 








1194 FAIR LABOR STANDARDS ACT 


increased his tonnage from the 4 tons per acre to 111% tons per acre in 
an attempt to further his net profit. As a result and due to increased 
packing and labor costs, his loss was not $10 per acre as we told the 
Senate Committee 2 years ago it would be, but it was $30 per acre or a 
loss of a little over $9,000 for the c rop. This is only one example of 
how any increase will affect the growers of fruits and vegetables in 
our area. Naturally this farmer cannot afford to raise anymore car- 
rots and will not raise any more if his experience is the same with 
the other commodities that he proposed to raise, he will be forced out 
of the vegetable business. We think this makes it very clear that no 
increased costs can be absorbed by the grower. 

This leaves only one other place for the increased costs, and that is 
by passing them on to the consumer. 

Our business is a very complex business. We are dependent en- 
tirely upon mother nature. We must plant our crops when we have 
the proper weather conditions, and particularly the proper amount of 
moisture in the ground. 

I might digress for a moment to say that for a State that has not 
had any moisture in the ground for some years, we could give the 
other States some and to spare. Right now we are having a little too 
much moisture. 

All during the time that our crops are growing, we are dependent 
upon the elements. When the crops are ready ‘for harvesting they 
must be harvested and harvested promptly, because none of the prod- 
ucts that we ship, with the possible exception of citrus fruits and dry 
onions, can stay in the field longer than a matter of a few days, and in 
some instances only a few hours. 

[ will digress for a second on this “few hours.” Many of you will 
think that that is a very strange statement. ‘There is one crop in par- 
ticular, which is radishes. Radishes, when they are ready to come 
out of the ground, must be moved within a matter of a very few hours, 
or the entire crop can be lost. It has been lost many times. 

Following the harvest, the crops must be handled promptiy and 
rushed to markets: a great many vegetables in mixed carloads of from 
12 to 20 different vegetables in the same year. All of this requires 
prompt and efficient labor. 

We feel that the American public is going to continue their present 
habit of eating, and that it is going to continue eating a certain amount 
of fresh fruits and vegetables in the winter months; but we do feel 
that with increased consumer costs, a great many of the vegetables 
that we now raise will be priced off the market. This will mean 
fewer vegetables on the tables of the American public throughout 
the winter months. We believe that increased wages will cut down 
the supply of fresh fruits and vegetables. 

Now, gentlemen, let’s take the overall picture of the vegetable 
shipper and compare his shipments f ‘or the month of February 1956, 
when the 75 cents per hour wage scale was in effect comparing cars 
shipped and wages paid against a comparative month of March, 
which was when the $1 an hour went into effect. We have tried to 
take a cross section of our industry and have selected three of our 
representative vegetable shippers. 

Shipper No. 1 “for the month of Febru: ary 1956 shipped 218 cars 
of vegetables. His labor bill was $25,297.03. During the month of 
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March and after the $1 an hour went into effect, this same shipper 
shipped 219 cars of vegetables and his total labor ‘pill was $31,651.61, 
or a difference of $6,354. 58 and only 1 additional car shipped over the 

revious month, with an increased cost per car for labor of $29. 
Incidentally, this particular pene: used his entire exempt weeks 
during the 2 months named, using 7 (c), giving him the total ex- 
emption as to overtime. This was daniabh time hours of straight 
wages. 

Shipper No. 2 shipped 246 cars in February and as his records were 
slightly different than the other shippers, he sowed a total cost per 
ear for labor with 166 employees of $127. During the month of 
March he shipped 296 cars with 159 employees, 7 less than the pre- 
vious month with an increased cost per car of $151 per car cost or a 
difference of $24 per car increase. 

Shipper No. 3, Gare: the month of Febr none 1956, with the 75 
cents in effect, shipped 363 carso f mixed vegetables, 162 people em- 
ployed, $29, 011.20 total pre bill. 

During the month of March the same shipper, at $1 an hour, 
shipped 359 cars with 155 people employed, with a total labor bill of 
$36,889.99, showing an increase cost per car for labor or an increased 
cost per car of $23 per car. 

All of these shippers in their payroll statements to us, bring out 
the fact that they had been forced first to invest from $8, 000 to 
$15,000 in mechanical equipment; second, they weed their employees 
and handle strictly on efficiency basis and those that cannot produce, 
such as any marginal labor is eliminated. 

We know that this elimination process has worked a distinct hard- 
ship on a lot of people for if they could not keep up, they have 
been dropped from the payroll. 

We think that the above supports our argument that no increase 
in the minimum rate should be considered at this time. 

Now, we have a competitive situation. We will have to label it 
“foreign inducements—foreign competition.” 

Of course, it would be far more in keeping with the Texas spirit 
for us to tell you that whether or not we like the wage scales, new 
rules and regulations, you are not going to drive us out of business. 
That is what we would like to tell you, but since experiencing the 
past 5 years, we are going to have to tell you very frankly that the 
last wage increase eliminated about 25 percent. of the shippers be- 
tween Eagle Pass, Tex., and Brownsville, and that is the largest 
shipping area of winter vegetables in the Southwest. 

Our group is composed of rugged individuals. They have 
weathered drought, freezes, and every kind of climatic or business con- 
dition imaginable, but that big jump in the wage scale, coupled with 
the 1949X51 freeze which finally made up their minds, eliminated a 
full 25 percent of our shippers. 

We must admit it was a combination of both. 

Mr. Horr. When you say “shippers,” you mean growers and 
shippers? 

Mr. Anson. That is right. Growers and shippers are the same. 

That is what happened before and from the way our membership 
is talking, it is liable to happen again. 

The roughest competition that we have had for the past 5 years is 
the production of vegetables and citrus across the international 
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boundary called the Rio Grande between the Republic of Mexico and 
the United States. 

Five years ago conditions were not as ideal on the Mexico side as 
they are today; but now they have all advantages. 

To handicap our industry further with increased w age scales you 
may drive the Texas produce men out of business in Texas. 

You may drive him across the Rio Grande, and the United States 
will lose one of their highest taxpaying industries in southwest Texas. 

Please bear in mind that al] this fertile ground of Mexican soil is 
not to exceed 10 to 15 miles from our present locations on the Ameri- 
can side, and this same rule holds good from Eagle Pass to Browns- 
ville. 

Land interest in Mexico will give the good American produce men 
almost any kind of a deal he wants on land, if he will just come across 
the river. 

Mexico has an abundant water supply as they own 42 percent of the 
water behind the great international Falcon Dam that was only com- 
pleted 2 years ago. And so, with their own large dams which they 
have, in addition to their holdings in the Falcon Reservoir, they will 
never be concerned about a water shortage in Mexico. 

The labor situation across the river is just as different from ours as 
day is from night. We pay $1 an hour for our shed labor; they pay 
9 sesos or 75 cents a day on the Mexican side. 

The Mexicans that are available across the Rio Grande are the same 
Mexicans that we have been training and farming with on the Texas 
side for the past 50 years, so they are thoroughly familiar with any 
and all crops that we produce. 

Such things as a shortage of land, labor, moisture, or finances for 
any good American grower who wants to get into the Mexican deal 
is unheard of. If we are given more handicaps, such as now con- 
templated on our increased wage scale, the United States is due to 
lose more of its produce industry, both grower and shipper, to Mexico. 

The Texas grower and shipper has learned the past 5 years just how 
tough the Mexican competition on cantaloups, onions, tomatoes, and 
many other crops can really be, and he is beginning to wonder as to 
the old saying, “If you can’t lick them, you had better join them,” 
and you could, as we stated before, help him up his mind very easily 
with any increased problems as to wage scales. 

May I digress there just a moment, Mr. Chairman ? 

I believe the Congress has a bill before it right now in regard to 
tariffs on products coming across the Rio Grande or across the Mexi- 
can border by a Congressman from California. Congressman Saund, 
is it? That bill is of great interest to everyone. Of course, we are 
not familiar with it yet. That may be a balancer on what I am tell- 
ing you at this moment. Because there isn’t any question but what this 
competition from Mexico is the most serious threat we have. 

Mr. Grirrin. What is the idea of his bill ? 

Mr. Anson. His idea is to increase the tariff on vegetables. 

Mr. Horr. We have the same trouble in the Imperial Valley and the 
San Diego area; only the Mexicans do not have so much water down 
there. 

Mr. Anson. Well, our Mexicans have more water across the river 
than we have, and they have had right along. And. we can stand 
in our cantaloup fields and tomato fields along the river, and right 
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from the river you can throw a rock into something that is equally 


good that has been coming out of there. 


Mr. Horr. What are the tariffsnow’ Are they high ? 

Mr. Anson. They are a negligible amount, and they at one time 
did hold back a certain amount, because they were set up on a basis 

as to timing. But they have been eased in certain seasons of the year, 
and they are becoming quite a burden to us from here on. 

Some of the bills that have been filed and which are under consid- 
eration by this committee proposed to eliminate certain exemptions 
that are now in the Fair Labor Standards Act. First, we feel that if 
any exemptions are eliminated all exemptions should be eliminated, 
and if Congress proposes to eliminate any exemptions that will affect 
the fresh fruit and vegetable industry all exemptions including the 
administrative, pr ofessional, and executive exemptions as well as the 
retail and service establishment exemptions should be eliminated. 

Understand, we are not asking you to eliminate them, but if you 
do, clean the slate. Let’s play fair on the thing all the way through. 

We are not asking this committee to eliminate all exemptions, for 
after some 19 years of struggling with the Fair Labor Standards Act 
and a trial and error administrative procedure which included a lot 
of regulations and interpretations that have been very difficult to 
understand and more difficult to enforce, we feel that the present 
exemptions should be retained and should not at this time be disturbed 
or changed by Congress. 

At the time the wage and hour law was first adopted by Congress, 
certain exemptions were given to persons engaged in agriculture, as 
well as to those persons engaged in the first processing and packing 
and shipping of perishable agricultural commodities. ‘There has been 
no change in the seasonal nature of this type of work, nor has there 
been any change in the perishable nature of the commodities that 
our people handle. 

Section 13 (a) (6) of the act grants to all persons engaged in 
agriculture a total exemption from the minimum wage and overtime 
provisions of the act. We think that this exemption should be re- 
tained in its present form in order to allow all users of agricultural 
labor, whether they be employed on a large farm or a small farm, to 
take the same exemption and receive equal treatment. 

Section 13 (a) (10) of the act provides what we call the area of 
production exemption. 

We feel most secure in saying that there isn’t anybody, including the 
Administrator of the wage and hour law, who knows what the “area 
of production” really means. I believe that so sincerely. 

Mr. Ketey. We believe it, too, I think. 

Mr. Anson. I hope you believe it also. I don’t think there is any- 
body that knows what the fool thing means. 

There has been more litigation, more misunderstanding, more dif- 
ference of opinion, as to what that term is than any other section of 
the act. However, recently the Supreme Court had sustained the 

“area of production” definition of the Administrator. Apparently 
this exemption is now understandable, or legally so, as interpreted, 
and can be more easily applied to the industry. We would urge that 
since all of the litigation and since all of the confusion is now appar- 
ently settled this exemption be allowed to remain. 
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Gentlemen, frankly, the area of production to the fruit and vege- 
table industry, with only a few exceptions, is so important that we 
wouldn’t argue too much about it if it was eliminated. It does affect 
some people, and it is helpful to some people in our industry, but 
just so long as their competitor next door is on the same basis. If 
the competitor is not on that basis, and he sees fit to raise his wage 
scale, any benefit that that man who was in the area of production, 
just over this line, we will say, has been gaining from it, goes out the 
window, because to get geod workers you must pay good wages. 

At the time the act was written, Congress took into consideration 
the seasonal and perishable nature of the commodities handled by the 
fruit and vegetable industry, and granted what is commonly called the 
7 (c) exemption. This section of the act exempts from the payment 
of overtime for 14 workweeks during the period that the plant is 
actually engaged in the packing, shipping, processing, or handling of 
fresh fruits or vegetables. This is a most important exemption. 

The fresh fruit and vegetable industry understands this exemption, 
and it is most important - that it be retained, because there is no w ay 
for them to figure their labor costs due to the uncertainty of weather 
conditions if they are compelled to pay overtime during periods of the 
year when it is necessary for them to work long and irregular hours. 

Another partial exemption that was written into the original law, 
commonly called the 7 (b) (3) exemption, provides for the exemption 
from the payment of overtime until an employee has worked more than 
12 hours in any one day, or more than 56 hours in any one week. This 
exemption applies for a total of 14 workweeks 

One of the confusing parts of this exemption is the fact that it 
exempts only workers “who actually handle perishable fruits and 
vegetables. In other words, a packer or grader in a plant would be 
entitled to the exemption during the same workweek that the exemp- 
tion would not be available to the maintenance men, the bookkeepers, 
stenographers, or others who, of necessity, must work the same number 
of hours, but who do not actually handle the perishable fruits or 
vegetables. 

As confusing and subject to misunderstanding as this section of 
the act is, the 14 workweeks of limited exemption are essential to the 
fruit and vegetable industry, and we would strongly urge that the 
exemption be retained. 

If, however, this committee feels that in the interest of economy and 
ease of enforcement on the part of the Department of Labor some 
changes should be made, the 14 workweeks of exemption provided for 
under section 7 (b) (3) could be substituted for an additional 14 work- 
weeks under 7 (c), giving a total of 28 workweeks under section 7 (c), 
which section is easily understood by all growers and shippers, and at 
the same time is easily subject to enforcement by the Department of 
Labor. 

That, gentlemen, I think, goes along with what Congressman Teller 
said a while ago about looking to see in regard to this matter of inter- 
pretations. If this committee feels as a matter of economy in admin- 
istration and also enforcement that they can write something into the 
law which I hope will be recognizable when it gets down to our level, 
that would cover that into a 28-week total exemption, you would do 
more toward clarifying one of these problems that come up in the 
handling of labor than any other one thing you could do. Because 
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right in there is where it is on the, you might say, ground level. The 
man that inspects at the shed, makes decisions—true, he is governed by 
what he is told by his superior at the district level. 

Mr. Teter. Well, I would not want you to believe, Mr. Anson, that 
the courts have had a wonderful time in all instances trying to figure 
out what Congress meant. There have been times when Congress has 
given to the courts problems of interpretations which have not been 
too easy at all. 

Mr. Grirrin. I am afraid the term “area of production” is a creature 
of the Congress. I mean, that is, the statute, and we tell the Adminis- 
trator to define it. 

Mr. Tetirr. In other words, we said to the Administrator: “We 
don’t quite know what this means, and so we will leave it to you.” 

Mr. Anson. I think that thing has been tossed around like a basket- 
ball for some time. 

Briefly, summing up the position of our industry, we earnestly 
urge the committee : 

1. Our industry cannot stand any increase in the minimum wage. 

2. Retain for all agriculture the section 13 (a) (6) exemption from 
both the overtime and ae -wage provisions of the act. 

Retain the section 13 (a) (10) area-of-production exemption. 

. Retain the limited exemptions now ore from the overtime 
provisions only in section 7 (b) (3) of the act 

. Retain the unlimited exemptions from ‘the payment of overtime, 
as prot ided in the section 7 (c) provisions of the act. 

Thank you, gentlemen, for your time, and I appreciate the oppor- 
tunity. 

Mr. Ketitry. Mr. Anson, as you know, there is a great deal of 
handling between the producer and the consumer. I do not know 
that the prices to the consumer have decreased any, just because the 
farmer makes less money. He ought to share more in the whole busi- 
ness. I admit that. Now, you have freight rates in addition. Where 
does all the money go? It does not go to the farmer, as you say, and I 
am inclined to agree with you. But it certainly does not benefit the 
consumer any. The low price the farmer gets for his product is not 
passed on to the consumer. 

Mr. Anson. I join you heartily on that, and I have been screaming 
for 27 vears on that one point. Where is it? We don’t know. 

Mr. ‘Tenure. There is an investigation now going forward by a 
subcommittee of the Committee on Agric ulture, of which Congress- 
man Victor Anfuso is the chairman, on just that problem, and I feel 
we are going to get a good deal of enlightenment, because Mr. Anfuso 
is the only nonfarmer on that committee, and I think he is going into 
that on an objective basis. 

Mr. Anson. I am sure he would get some very interesting infor- 
mation if he would contact the members of the fruit and vegeta! rle 
industry in different sections of the United States. Because that is 

the pet peeve of us in the fruit and vegetable industry. We pack it 
the best way we know how. We ship it. And then we are told by our 
consumer friends: “First, why can’t we get it? And, second, if we 
do, why do we have to pay so mue h for it when you say you only get 
so much at shipping point ?” 

Mr. Ketiry. You could eliminate all these exemptions and every- 
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thing else and pay the minimum wage and comply with the regula- 
tions if you got some of the money that is lost between you and the 
consumer. 

Mr. Anson. I don’t think you would hear very much complaining 
if we could get that split in between. But so far we have not been 
smart enough to get it. 

Mr. Grirrrn. You are concerned that you get that first, though, 
before we pass this? 

Mr. Anson. Yes, please. Before you get your hand in our pocket, 
we want to have something in the pocket. 

Mr. Ketiey. Any questions ? 

Thank you very much, Mr. Anson. We enjoyed very much your 
presents ition. 

Mr. Anson. Thank you, Mr. Chairman. 

Mr. Hussty. The next witness, Mr. Chairman, is Mr. D. L. Johnson, 
of Dallas, Tex. 

Mr. Ketiey. Will you identify yourself, Mr. Johnson, and also the 
gentleman with you? 


STATEMENT OF D. L. JOHNSON, PRESIDENT, TEXAS AUTOMOTIVE 
DEALERS ASSOCIATION, DALLAS, TEX. 


Mr. Jounson. This is Mr. Tom Crooks, from Austin, Tex. He is 
the secretary of the State automotive dealers’ association, the Texas 
Automotive Dealers Association. 

My name is D. L. Johnson, and I am the president of the Texas 
Automotive Dealers Association. I live in Dallas. I am a Chevrolet 
dealer. 

Mr. Ketiey. You may proceed. 

Mr. Jonnson. Mr. Chairman and gentlemen of the subcommittee, 
my name is D. L. Johnson. I live in Dallas, Tex., where I operate an 
authorized Chevrolet new-car dealership. I am appearing as president 
of the Texas Automotive Dealers Association, composed of 1,250 new 

car dealers. I would like to call your attention to the fact that the 
average automobile dealer is historically a very civic-minded person 
in his town who usu: ally heads up or wor rks with community chest and 
charity drives and service clubs. You will find him a good churchman 
and a sound, influential citizen, and I am proud to be authorized to 
speak for the automobile dealers of Texas 

I wish to thank you, Mr. Chairman, and members of the committee, 
for the privilege of being given an opportunity to express the views 
of these Texas small-business men it: opposition to removal of certain 
retail and service exemptions, and against further extension of the 
Fair Labor Standards Act as proposed by various pieces of legislation 
now under consideration by your committee. 

I have been an automobile dealer 30 years. Since a good portion of 
my presentation will deal with the adverse effect which extension of 
the wage and hour law would have on automobile dealers, their cus- 
tomers, and their employees, I believe it is proper for me to advise the 
committee that prior to moving to Dallas I spent approximately half 
of my 30 years in the business in towns that were small, and agricul- 
tural in nature. Therefore, I have first-hand knowledge of the prob- 
lems of a cross section in all size dealerships. 
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Despite the fact that certain areas in Texas are heavily industrial- 
ized, and that some enjoy a wealth of natural resources, the general 
nature of the area for which I speak is predominantly that of a rural, 
small-town, agricultural economy. 

An automobile dealership is essentially a retail service establish- 
ment, insofar as both the sale of automobiles and the performance of 
service and repair work are concerned. I would not attempt to mini- 
mize the importance of this business segment to our national economy, 
but would like to emphasize that it is a personalized type of business, 
truly a retail service business. 

Congress in its wisdom has seen fit to grant the industry certain 
exemptions, the retention of which we urge. These exemptions are 
reasonable, but rigid. They apply to the average automobile dealer 
who is truly operating a retail service establishment, but do not apply 
to a dealer who operates a wholesale-type establishment. 

Sweatshop conditions and substandard wages are not found in the 
automobile retailing industry. To the contrary, I am advised by the 
statistical department of our national association that in 1956 the 
average national hourly wage for our employees was $1.81 per hour 
for a 43.8-hour workweek. This is one of the highest wage averages 
in the retailing industry. 

There are proposals pending to reduce the workweek to 35 hours 
and increase the minimum pay to $1.50 per hour. Most automobile 
dealers in larger towns are competing in local labor markets, there- 
fore to attract and hold good people they are now paying time and 
a half for overtime. Despite our being among the top employers in 
the matter of pay, we are unalterably opposed to this type of propo- 
sition. 

First, we believe in the fundamental that a wage should be paid 
on productivity and skill rather than legislated. 

Second, we are opposed to further Federal intervention in matters 
which would result in a person being paid a certain wage regardless 
of the type work he performs, or where he performs it. 

Men in the automobile retailing business are rugged competitors, 
both for sales and for the best skilled mechanics they can find for their 
service departments. 

Presently their competitive position is such that the business is 
almost without profit in many localities. Nationally in 1956 their 
average profit before taxes was only 0.8 of 1 percent based on gross 
sales. Any extension of the cost of doing business would not only 
have a highly inflationary effect, but would, in many dealerships, have 
a directly adverse effect than that intended by proposed changes in the 
law. 

Extension of the law would affect hundreds of small-town dealers 
who must give service to farmers and ranchers who have no 40-hour 
week, but expect to have their vehicles repaired when they need repair. 
They do not expect to be penalized from a service standpoint because 
these repairs may become necessary Friday afternoon and Saturday ; 
yet, under any increase in operating cost, the dealer could not afford to 
offer such service. He cannot pay time and one-half wages and only 
charge the customer regular price. 

The same rules could not equitably apply to these dealers that ap- 
ply to industrial areas. The entire economy is different. There is not 
sufficient volume of business to warrant a swing shift of personnel, yet 
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it is essential to our basic economy that competent repair shops be 
open and available to those in need of service at all reasonable hours, 

It has often been said, and rightly so, that America is a nation on 
wheels. Our economy is dependent on the facility and rapidity of 
repair to the vehicles which keep the wheels of progress turning. This 
is particularly true of Texas with its vast distances between towns. 

A wage that is adequate and competitive in these rural areas would 
not be adequate or competitive in large industrial areas. For example, 
the cost of living is in line with wages in the respective dealers’ trade 
area and it is readily evident that one Federal decree on wages cannot 
fairly and equitably apply to all areas of Texas or any other State. 

The very nature of the retail automobile business, affording serv- 
He to the automobile driving public, is such that longer hours are nat- 

‘al and are an inherent part of the business. While the volume of 
prea is not constantly there, the dealer has an obligation to his 
customers to be open when they need his services. A 35-hour week 
with overtime pay provisions for all time beyond that would leave the 
dealer no alternative but to increase the costs of service to the buying 
public to such a point that the average driver, who does not now care 
for his car as completely as he should, would neglect proper servicing 
even further. This would not be consistent with the national drive 
now underway to make cars safer and decrease highway accidents and 
deaths. 

Inclusion of average automobile dealers under the law would place 
them at a decided disadvantage with service-station and individually 
operated repair spots, most of whom would be exempt. Maintaining 
a complete service department to properly service customers’ cars is 
an expensive proposition today. 

The business or vacation traveler today knows that an authorized 
dealer in the make of car he drives will be found at practically every 
town and village in the State. His doors will be open at all reasonable 
hours; and should repairs become necessary, the traveler can depend 
on the dealer to make the repairs competently and with a minimum 
of lost time. Should the dealer be compelled to adopt a 35-hour work- 
week, then the driver would have to take his chances on the ability 
of whatever mechanic he might find available. 

Mr. Keuiy. Mr. Johnson, where do you get the 35-hour week? 

Mr. Jonnson. It is my understanding that there is a bill up now, 
among the bills that are there, that will ‘probably carry it down to 35 
hours. 

Mr. Keiziy. We are not considering that. 

Mr. Jounson. That I didn’t know. There was one proposed; isn’t 
that right? 

Mr. Ketiy. No. We are sticking to the 40-hour week. Those bills 
are in, but we are not considering them. 

Mr. Jounson. We were not informed of that. As to the 40-hour 
week, there is nothing wrong with that. 

Mr. Ketiy. Forty-hour week and time and a half over 40 hours 
a week. That is what we have now. 

Mr. Jounson. And how about the dollar proposal ? 

Mr. Kevriy. The dollar, as it is today. We are not proposing to 
make a change there, or on the time. 

Mr. Jounson. No; we were not informed on that particular matter. 
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Mr. Ketiy. We are dealing largely with additional coverage and 
exemptions. Of course, exemption means coverage. j 

Mr. Jounson. I do not wish to imply that good mechanics of this 
variety cannot be found. I simply wish to point out that they are 
not commonplace. 

Skilled labor such as mechanics is more or less a contract proposi- 
tion wherein the mechanics are on a commission. Skilled automobile 
labor makes well in excess of the minimum provisions that would be 
ealled for if the wage-and-hour law were extended to cover the aver- 
age automobile dealer. 

The dealers’ primary objection to extension of coverage applies to 
approximately 15 percent of his employees. This 15 percent in Texas 
amounts to about 8,400 people. They are the porters, cleanup men, 
car washers, et cetera. It is not a question of any lack of desire by 
dealers to pay a wage commensurate with ability, but predominantly 
these people have little or no skill, or experience. 

These unskilled workers are virtually nonproductive from a profit 
viewpoint. It would not be economically sound to hire many such 
people if coverage under the law is extended or increased. 

The dealer would of necessity hire only skilled and semiskilled em- 
ployees. The higher wages and shorter week would make it manda- 
tory that everyone be capable of producing maximum services. The 
very aim of the minimum wage would be defeated, and the act would 
be working against its own goal by creating unemployment in the 
ranks of the unskilled employees it is trying most to help. 

Increased overhead costs, which are already at the saturation point, 
would have to be offset through reduction in the number of employees. 
This act, if imposed, will increase overhead through additional 
burdening of office recordkeeping. 

Under the present law dealers must meet certain qualifications in 
order to be exempt from wage-and-hour provisions. ‘The retail serv- 
ice exemption was written to apply to the average retail automobile 
dealers and other service establishments of the type I have been dis- 
cussing. Certain metropolitan dealers now come under the provisions 
of the law. 

The bulk of Texas dealers sell automobiles in a more or less fixed 
geographical area, The vast majority of employees, even in fairly 
isolated areas, are paid on a scale well above the minimum-wage pro- 
visions; that is, the present pvovisiors. 

Kmployees with any degree of skill are in short supply. Competi- 
tion keeps their wages in line. Any person who has ability and exper- 
ience in the automotive trades can find a job with better than minimum 
pay almost anyplace he desires. 

What amounts to Federal regulations that would require subsidiza- 
tion of the inexperienced employee is contrary to our belief in the 
right of a man to run his own business and hire people on the basis of 
their ability and the law of supply and demand in the local labor mar- 
ket. The man or woman who is capable of earning the minimum wage 
will most certainly be paid at, or in excess of, that standard. Auto- 
mobile dealers as a group are realists, but they are realists with a 
heart. 

Factory-authorized new-car dealers in Texas have a sizeable invest- 
ment in buildings, parts, stock, and equipment. This investment 
means that the automobile buying public can take their cars to any 
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of these establishments with confidence that the mechanics, parts, 
and equipment are there to give them competent repair and mainten- 
ance services. This type of service cannot be maintained if an addi- 
tional burden, through a shorter workweek and an increased wage in 
all departments i is placed upon them. 

The results of a survey recently conducted among these dealers by 
the Texas Automotive Dealers Association, show that they consider 
the extension of Federal control to a business that is not interstate but 
is intrastate in nature, an invasion of their rights as individuals and 
most certainly a circumvention of States’ rights. 

At every turn this small-business man is confronted with laws and 
regulations governing his business and he wonders if there is any end 
to this control. He feels that certain rights he was taught were 
endowed him by his Creator and guaranteed by his country are —— 
infringed upon until America stands in danger of legislating out o 
existence free enterprise, the very foundation upon which this land 
was built. 

The automobile is essential to the American way of life. This is 
particularly true in Texas where many towns have no other form of 
transportation for passengers or freight. It is imperative to our 
economy that this Nation on wheels be | kept rolling, not for 35 hours 
a week, but continually throughout the week. With the vast difference 
in conditions from one community to another it is not feasible to expect 
a national decree to fit all or even most communities. 

A proposed extension of coverage to dealers with a gross annual 
business in excess of $500,000 would place some dealers in a com- 
munity under the provisions of the law and exempt others. The 
inequities that would result are obvious. 

This, despite the fact that all dealerships operating at retail in a 
given community are in direct competition with each other. They 
all employ the same type of personnel and perform the same services 
at competitive prices. 

In summary, the new-car dealers of Texas, whom I have the privi- 
lege of representing here today, are small- business men who operate 
in . widely varied areas of our State. They are the backbone of the 
automotive segment of small business. Any shortening of the work- 
week and further increase in minimum w age would place e an intoler- 
able burden on these small-business men, and make the hiring of un- 
skilled and inexperienced personnel an economic impossibility. 

For the reasons I have enumerated, the new-car dealers of Texas 
are opposed to extension of the Fair Labor Standards Act, specifically 
the elimination of the retail and service exemption. We respectfully 
urge that these matters, which are purely local in nature, be left local. 

Your courteous attention is respectfully appreciated. 

I am sorry that we did not realize that you people were not taking 
all of these bills that had been proposed into consideration on this 
thing, because it throws our presentation off just a little bit, there, 
because that was something we were mainly concerned about, what 
we thought was about to happen. 

Mr. Keuney. No, we are not interested in the 35-hour week at all. 

Mr. Teller, do you have any questions? 

Mr. Griffin ? 

Mr. Grirrtm. Could I ask you how many hours the force does work 
in your particular business ? 
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Mr. Jounson. We work about 514 days, and that would constitute 
around 45 or 46 hours. 

Mr. Grirrin. We had Senator Cleveland here from a small town in 
Louisiana. They work 52 hours a week. They said the average in 
New Orleans is 49. 

Mr. Jounson. That varies from town to town. We have quite a bit 
of industry around Dallas, and so we conform pretty much to the way 
they do it. 

Mr. Grirrin. Is it your practice to pay time and a half over 40? 

Mr. Jounson. Yes; we do, on our wage earners. On our mechanics, 
who are on commission basis—they are not there anyway. We don’t 
keep them overtime anyway. I suppose if we did keep them, we would 
so pay them. But we can’t keep people, because if you were in there 
with your truck, with a hundred dollars’ worth of work—if we were 
paying time and a half we couldn’t jack up your price because our 
mechanic was working under time and a half. So we don’t propose to 
keep people there on that basis. 

Mr. Grirrin. How about your salesmen ? 

Mr. Jounson. They are strictly on a commission basis. 

Mr. Grirrin. And they do not get anything for time and a half 
over 40 ? 

Mr. Jounson. No. But they aren’t required, unless they want to 
work. We furnish them with an automobile, and if they want to call 
on someone they can. We don’t know whether they do or not. 

Mr. Grirrin. That matter of whether they are an outside or inside 
salesman does not lend itself to a salary basis. 

Mr. Jounson. We have to have it on a commission basis. We have 
no control over them at all, as to whether they work 2 hours a day or 
15. We hope they work at least 8. They would make a pretty good 
living if they would. 

Mr. Grirrin. I guess I have no further questions. 

Mr. Ketiey. All right, thank you very very, Mr. Johnson and Mr. 
Crooks. 

Mr. Jounson. We certainly appreciate your indulgence. 

Mr. Grirrin. Is there any extent of union organization in your field 
in Texas? 

Mr. Jounson. No, there is not in the automobile industry. 

Mr. Keiitey. The committee will stand adjourned. 

5 (Whereupon, at 3: 30 p. m., the hearing was adjourned until 1 p. m., 
rhursday, May 16, 1957.) 
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FAIR LABOR STANDARDS ACT 


THURSDAY, MAY 16, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LABOR STANDARDS OF THE 
CoMMITTEE ON EDUCATION AND LABOR, 
New Orleans, La. 

The subcommittee met, pursuant to adjournment, at 1 p. m., in the 
International House Auditorium, Hon. Ludwig Teller presiding. 

Present: Representatives Teller and Holt. 

Staff members present: Fred G. Hussey, chief clerk, John O. Gra- 
ham, minority clerk, and A. Regis Kelley, subcommittee clerk. 

Mr. Tevver. The hearing will resume. 

Mr. Hussey. Mr. Chairman, the first witness today is Mr. J. Tip 
Newell of Sherman, Tex. He is an operator of hotels in Texas. 

Mr. Teter. Mr. Newell, we are glad to have you. 


STATEMENT OF J. TIP NEWELL, SHERMAN, TEX. 


Mr. Newett. Mr. Chairman and gentlemen of the committee, as 
the gentleman told you, 1 am J. Tip Newell of Sherman, Tex. I 
operate 2 small 100-room hotels in Texas and 1 small 84-room hotel 
in Arkansas. 

I have with me John Crichton, vice president of the Louisiana Hotel 
Association, who operates several small hotels in Louisiana. Also, I 
have with me Scott Hardy, executive vice president of the Texas 
Hotel Association. 

I have been in the hotel business all my life since finishing high 
school in 1917, and with time out for a short stretch in the Navy 
during World War I. My only son prepared himself for the hotel 
business and is now so engaged in the State of California. 

I have never before testified before any governmental committee of 
any nature. I do welcome this opportunity to tell you gentlemen 
just how adverse the proposed wage and hour legislation will affect the 
hotel industry. I was in the hotel business duri ing part of World War 
1, during the lush years of the late twenties, all through the depression 
years, then another world war, and the years of reconstruction and 
readjustment. I am still actively engaged in the conduct of my busi- 
ness, and so I testify before you today as one who has dealt with most 
all of the problems associated with hotel operation. I do not mean 
by that that I am an expert, but I have dealt with many, many prob- 
lems in the almost 40 years that I have been in the business. 

I am gravely concerned because of the proposed legislation whereby 
hotels and other service industries would be brought under wage and 
hour regulations. 
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1. We in the hotel industry recognize a threefold responsibility in 
the operation of our hotels; we try to furnish a pleasant and com- 
fortable “home away from home” for the thousands of our citizens who 
find it necessary and desirable to leave their own homes, at rates they 

‘an afford to pay. 

2. We recognize the responsibility to our employees in the manner 
of the best possible wages, working conditions, and tenure of service. 

3. We try to produce a reasonable profit with which to pay our 
overmounting taxes, maintain our properties in good repair and keep 
up with the everchanging taste of the traveling public. 

If a 40-hour week were possible in our industry, a minimum wage 
of $1 per hour would increase our payroll costs 47.3 percent in rooms 
and 39 percent in food. We would have to raise our room rates 48 
percent or $2.40. per room on a $5 room and our food prices 39 percent. 
A meal now selling for $1 would sell for $1.40 under wage and hour 
regulations. Based on our past experience, our guests would not pay 
these prices. I am talking about my hotels. From the information 
I have collected from a cross section of our industry and from other 
reliable sources, the impact on the average hotel in Texas would be 
much greater. As an example, 1 chain in Texas would have to increase 
its room rates 95.5 percent and its food rates 44.8 percent. Quite 
frankly, I don’t believe hotel guests would continue to pabromase hotels 
with such indicated prices prevailing. They would transfer their 
patronage to motels, tourist homes, car trailers, and other cheaper types 
of accommodations. Travel habits would be changed so as to spend 
more time at home, and, consequently, thousands of persons who are 
now making a good living in hotels would be thrown out of work. 

The very nature of the hotel industry is one of personal service, 
even to the extent that many hotels employ one person per room. 
We have been slow to turn to mechanization but rising payroll costs 
will force us to replace employees with machinery wherever possible. 
In recent months, I have been studying this problem and I have found 
there are possibilities of combining 2 jobs so that 1 employee can 
handle the operation. Modern dishwashing machinery, pressure 
cookers, specially designed dish trucks, storage bins, cleaning equip- 
ment, and other types of machinery and equipment can be used to 
replace certain types of employees by eliminating certain types of 
menial and marginal workers and combining operations. As a sample 
of what can be done, if necessary, we recently installed a night-cal] 
service, automatic service, on 1 of our passenger elevators at a cost of 
only $2,200 and thus eliminated 314 employees. You can readily see 
that savings in operators’ salaries replaced the entire expenditure in 
only a few weeks’ time. 

The hotel men of America operate the finest hotels in the world. We 
take pride in maintaining our properties and offering a personal serv- 
ice not to be found elsewhere to those who seek food and shelter within 
our portals. We want to continue this type of personal service and 
will do so until forced to use machines to replace people. 

I would like to say that during the war years our hotels took : 
terrific beating. We lost our trained employees to the armed services 
and to other industries. Our properties depreciated. We couldn’t get 
the people, the labor, the material, to keep them up. And, most impor- 
tant I think, the greatest loss we had was that we lost the good will 
of our patrons and the traveling public. 
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And during the 10 years since the war, we have been fighting back. 
We have tried to restore our properties and bring them back into 
good condition so that they will be acceptable for the public. We have 
tried to bring back as many as possible of our old employees, and 
bring in new ones and train them, and consequently today we are 
just getting back to the pomt where we can expand and do things 
that we feel that are still necessary. 

The program to hire the handicapped is backed by the President 
of the United States, the Congress, a national committee, the gover- 
ernors of the States, the legislatures of most States, and many local 
committees. I have no statistics to substantiate the statement that the 
hotel industry employs, percentagewise, more handicapped persons 
than any other major industry, and yet I am sure such is the case. 

Hotels employ many thousands of marginal workers who would 
have great difficulty in finding employment 1 in other industries. They 
are handicapped persons, old people, students, retired persons who 
need to supplement their pension income. Our employees work inside 
where they are not exposed to the weather, they have much idle time 
and supervisory work as compared to heavy physical work in other 
industries. These people, together with unskilled persons and seasonal 
employees, could not be further employed if we were obliged to pay 
a minimum of $1 per hour, with a 40-hour workweek and time-and-a- 
half overtime. They would be replaced with young, able-bodied 
and more skilled employees who could carry a greater workload. It is 
doubtful if many of them could find et ii nt elsewhere. 

Most hotel employees enjoy fringe benefits not found in other indus- 
tries. Their wages and salaries are supplemented greatly by rooming 
accommodations, meals, tips, uniforms, laundry, valet, along Ww ith 
most. of the usual fringe benefits found in other industries. In view 
of a $1 minimum wage many of these benefits would, of necessity, be 
withdrawn or curtailed. 

I have, personally, managed our 100-room Grayson Hotel in Sher- 
man, Tex., for 27 years. We have 71 employees in this 100-room opera- 
tion. Eleven have been with us from 5 to 10 years, 8 have been with 
us from 10 to 15 years, 1 has been with us from 15 to 20 years, and 5 
have more than 20 years’ service. I depend on these people to help me 
operate the hotel and they depend on me to furnish them gainful 
employment. Most of them own their own homes, drive their own 
automobiles to work, enjoy television along with other luxuries in 
their everyday life. U nfortunately, our business has never been profit- 
able enough to justify setting up a pension or retirement fund, so 
we try to fit the employee’s capabilities to the job requirement and keep 
him gainfully employed as he grows old or becomes handicapped in 
some respect. It would grieve me much to be forced to discharge any 
of my people. Surely, our employment record shows that my people 
ure satisfied in their employment even though their wages, in some 
instances, may be less than $1 an hour. 

I have made repeated reference to my own hotels, because I know 
my own operations so well and am so greatly concerned about the 
welfare of my business and more particularly those people who are 
employed by us, but when I recount my own problems and fears, I am 
speaking for the hotel industry of the Nation. Hundreds ae hun- 
dreds of hotel operators from every State in the Union will tell you 
the same story and recount similar circumstances. 
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I have, in recent weeks, talked with many hotelmen, both large and 
small operators, here in the South and Southwest, and I can assure 
you of their great concern about the future of their hotels. The 
imposition of wage-and-hour regulations will endanger the financial 
position of our properties, force curtailment of our service to the 
public to a hurtful extent, displace thousands of our loyal employees 
and bring job insecurity to many others. There are many economic 
and social reasons w hy the proposed legislation is not sound. Some 
have to do with equity and some have to do with application. I would 
like to hurriedly review and enumerate, as follows: 

1. Outside of the metropolitan cities, hotel business all over the 
country is poor. The national average of oce upancy for 1956 was 72 
percent, and in many parts of the country—and in most small hotels— 
the average was between 50 and 60 percent occupancy. And I would 
like to say here that a hotel room not sold yesterday certainly spoils. 
You just cannot sell it this afternoon or tonight. 

Passage of the proposed bill will put a lot of small hotels out of 
wages: 

2. Many of the large cities like New York, Chicago, and San Fran- 
dines do not have motel competition, at least downtown. Hotels in 
such areas have been able to adjust their rates to meet increasing costs, 
but they, like smaller hotel operators, have gone just about as far as 
a can and still hope to enjoy the patronage of the traveling public. 

3. All hotels in cities of less than a million population are subject 
to intense motor-court competition, and motor hotels employ very 
little labor in relation to hotels. Motels are already hurting hotels 
very badly, and a law such as proposed will put many hotels out of 
business. 

Ten years ago, or maybe 1 or 2 more, there were 150,000 first-class 
motel rooms in the United States, against about a million first-class 
hotel rooms. Well, today there are approximately the same number. 
That is what has happened in our competition in the last 10 to 12 
years. I think today there are a million first-class motel rooms against 
a million and a few more hotel rooms. 

4. Most of the hotels of the country are supported by traveling 
salesmen and businessmen and not by tourists and occasional people 
on expense accounts who can pay for the best, and rates make very little 
difference. Traveling salesmen and businessmen prefer hotels, at 
least, we think they do, but if we are forced to raise our existing rates 
from 25 percent to 50 percent, it is going to reduce the number who 
patronize hotels, and many companies who sell their products through 

salesmen will be forced out of business. 

5. Most hotels operate a lot of complimentary business, such as 
restaurants, ticket offices, drugstores, barbershops, beauty parlors, 
cigar and newsstands. In many cases, these departments are operated 
on a loss or break-even basis as an accommodation and convenience 
to the guest to attract business. Many such accommodations would be 
ieeineely closed under wage-and-hour legislation. 

As I have already pointed out, hotels employ more handicapped 
asi other marginal men and women who could not hold down jobs 
on a production line in a manufacturing plant. Janitors, doormen, 
maids, kitchen workers, waitresses, and other hotel jobs presently sup- 
port many men and women who could not get satisfactory jobs else- 
where, particularly in smaller cities where work is not too plentiful. 
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Such workers, if displaced, will go on the relief rolls which are already 
overflowing in many places. 

7. From a psychological standpoint, it is better to have people 
gainfully employed rather than on relief or pension. The morale, 
even the health, of people earning their own living is much better 
than when such individuals are on relief or supported by Government 
or relatives. Even a slight increase in payroll costs will force many 
of our hotels to reduce their staffs. 

8. There is no possibility of placing some hotels under wage-and- 
hour legislation and leaving out others. The consequences will be 
just as hurtful because hotels compete with other industries in hiring 
their labor from a common pool. Hotels compete with each other 
in the cities or towns wherein they are located. The small hotel 
across the street has to meet the wage paid by the neighboring large 
hotel. 

9. Any attempt to regulate minimum-wage rates on a national level 
will bring on many problems—certainly create more than it will 
cure. The hotel business is unlike most any other business when we 
consider the possible sales volume in relation to the dollar invested. I 
believe the Treasury Department is authority for the information 
that hotels are 1 of the 2 least profitable industries in America today, 
from the standpoint of return on investment. The industry is a 
vulnerable one. I quite well remember the years of the 1930’s when 
32 percent of all the hotel properties in America were sold under the 
hammer in some form or another. There were foreclosures, forced 
sales, bankruptcies, and many forms of reorganization due to inability 
to pay on the part of owners. 

I wish to thank you gentlemen for giving me the opportunity to 
state the case for our industry. Again, I apologize for the many ref- 
erences to my own hotels, but, as stated before, my business represents 
the hotel business of America. I am deeply sincere and earnest when 
I say to you again that the public and our employees, along with we 
owners and operators, will be most adversely affected by the proposed 
wage-and-hour legislation. 

Mr. Tevtier. Thank you, Mr. Newell. 

You refer to the fact that you have 71 employees in your operation 
at the Grayson Hotel in Sherman, Tex. How many of those 71 em- 
ployees live at the hotel ? 

Mr. Neweu, Well, a great many of them receive meals. But as 
for meals and room, there are only two at the present time. 

Mr. TettEr. So only two of those employees receive living accommo- 
dations as part of their compensation. 

Mr. Newe tu. That is right. 

Mr. Teter. The other 69 live in their own homes? 

Mr. Newe tt. Yes. 

Mr. Trtier. And do all these employees receive meals as part of 
their compensation ? 

Mr. Newetu. No, sir; they do not. Only those, sir, employed in 
the food department, the cashiers, and the housekeepers, for the food 
department. 

Mr. Teviter. And what proportion would you say receive tips? 

Mr. Newer. About 50 percent of the employees in my Sherman 
operation receive tips. Those are bellmen, waitresses, busboys, party 
waiters, and service-type employees. 
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Mr. Teter. Of course, you know, in New York we have somewhat 
of a minimum-wage law. And it operates not under a general law 
but a wage order procedure applicable to specific industries. One 
of the industries covered by a State minimum wage order is the hotel 
industry. And they seem to be getting along under that. 

I comment upon that because of your statement, on page 5, point 2, 
that the hotels in such areas have gone just about as far as they cs an, 
and still hope to enjoy the patronage of the traveling public. 

The New York hotels have been able to absorb the State minimum 
wage order. 

Of course, what we are concerned with is our responsibility for 
protecting people in connection with their minimum wages. ‘These 
people who work in hotels are as affected by the cost of livi ing as any 
other person. They pay the same rate of income tax to the Federal 
Government. And so we have been charged with the inquiry of 
determining why they should be excluded from coverage. 

What is the rate of pay for the people employed at this hotel to 
which you have ifersed t 

Mr. Neweuu. The Grayson Hotel ? 

Mr. Treturr. Yes; the Grayson Hotel. What are they paid? 

Mr. Newewn. Well, there are many categories. The average rate 
of pay—lI don’t have those figures with me. I would not like to make 
a definite statement. We go from low, on an hourly basis, of 40 
cents, for a very few employees, like bellboys. Then, of course, there 
are room clerks, assistant managers, food men, and particularly cooks 
and bakers are very substantially paid. It is almost impossible to 
get a fry cook in our part of the country for less than $250 a month 
and his meals. And then it steps on up as you get into your chefs and 
your more skilled labor. The same thing applies to your bakers. 

Mr. Tetrer. How about the workweek? Is it in excess of 40 
hours? What is the average? 

Mr. Newe.u. The average would be above 40; yes, sir. Most of 
our people work 48 hours. Very few of the female employees work 
more than 42 to 44 hours. 

Mr. Tretier. Now, if Congress were to conclude that the minimum- 
wage law should be applicable to the hotel industry, what would 
hit you more? The minimum wage, or the requirement for overtime 
in excess of 40 hours? 

Mr. Newet. Both would hit us very heavily. 

Our business is a 24-hour-a-day business. We go round the clock. 
And we have so many employees who in a sense, so far as we are con- 
cerned, are not gainfully employed part of their time. They are 
on the job. They are subject to work. And there is no work to do. 

For instance, our night auditor comes on duty at 11 o’clock and 
goes off at 6 o’clock in the morning. He gets his transcript and 
recap out, and then he sits there and smokes with the guests. And 
that is true in other departments. In handling banquets we have 
room-service waiters. They come in and get the rooms set up, the 
silver, the napkins, and then maybe they wait an hour or 2 hours for 
the people to come in for the meal. 

And it is physically impossible to take those people off a job and 
give them something else so that they will be doing some other kind 
of work in the hotel while they are waiting. That is one of the 
hazards of our business. 
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Frankly, I would like to make this statement. I have been in this 
business 40 years, as I pointed out. I don’t come from a hotel family. 
I came off a farm up here in Mississippi, and I come from a working 
class of people. And I subscribe to the philosophy that a man can 
make a dollar or two or $3 an hour. But I can’t subscribe 
to the philosophy that we pay the dollar we receive in return for our 
services and merchandise out in wages and other expenses to the ex- 
tent that we are forced out of business, and then I have to go out along 
with my employees and look for employment somewhere else. That 
is the kind of a problem we face. 

Mr. Tretxer. Well, of course, that is very remote from our purpose. 

Mr. Holt? 

Mr. Hor. What do you charge for your rooms? 

Mr Newe uw. Most of our rooms are $4.50 and $5 a day. But we are 
in small towns, and we depend on traveling men or commercial men 
almost 100 percent. We get very little tourist business and very little 
convention wroxreroell because our towns are small, and we don’t have 
the facilities to handle the big conventions. 

Mr. Hour. You mentioned these handicapped people. It is getting 
so that every one who is before us talks about people who are handi- 
capped. The only person I ever met in a hotel who was handicapped 
was maybe a telephone operator. 

Where are these handicapped people I never see? I think it is a 
wonderful thing and I am all for it, but where do they work ? 

Mr. Nreweti. We use them as elevator operators or as watchmen 
and storeroom men, as busboys, and for many types of light work. 
Housemen, where it is a question of checking linens and carrying out 
trash; light work. 

Mr. Hour. That is a common practice with most hotels, is it? 

Mr. Newew. Yes,sir. I think I stated—I don’t have any figures to 
substantiate this belief, but I believe that we employ more than any 
other industry percentagewise. 

Mr. Hour. Where is your boy in the hotel business in California? 

Mr. Newewu. He is with the Kaiser Corp., on Kaiser Pines at Lake 
Tahoe. 

Mr. Hour. That is almost like not working, up there. That is a 
very nice place. 

Mr. Newe un. He tells me a different story. 

Mr. Horr. That is a beautiful spot. That is where gold was orig- 
inally discovered. I hope you have been up there to visit him. 

Mr. Newe tu. | hope to go up this summer. 

Mr. Hotr. That is in Clair Engle’s district, between California 
and Nevada. 

Mr. Newe tt. He tells me one interesting thing about his work, 
that he is not charged with making a profit. He operates it for the 
Kaiser people, and so he does not have that responsibility. We do. 

Mr. Hour. That would be quite a difference. I suspected as much, 
but I did not want to say so. 

This statement, on page 5, No. 4: I really think you almost con- 
tradict yourself when you say that traveling salesmen and business- 
men can pay for the best, and rates make very little difference, and 
then you say that if rates go up they will quit using them. 
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Mr. Newety. Well, perhaps I didn’t make myself clear there. I 
will say most of the hotels in the countr y are supported by trav eling 
salesmen and businessmen. Because in the American Hotel Associa- 
tion 72 percent operate hotels of less than 75 rooms—I am speak- 
ing nationally now—72 percent operate hotels of less than 75 rooms, 
and there are many, many small hotels that don’t belong to the asso- 
ciation. 1 don’t have the figures in Texas, but possibly Mr. Hardy 
could give them to you. 

Mr. Horr. Mr. Chrichton, you are from Louisiana. Would you say 
the situation in Louisiana is the same as in Texas? 

Mr. Cricuton (John Crichton, vice president of the Louisiana Hotel 
Association). Congressman Holt, this situ: oe in Louisville hotel- 
wise is very similar to the situation that Mr. Newell has portrayed for 
Texas. Our personnel situation is a little more severe. We operate 
four hotels that are slightly larger than Mr. Newell's properties, and 
already we have found that we must give the customer the most value, 
the most services, for the least money, in order to obtain the best pos- 
sible percentage of occupancy. We cannot afford to price ourselves 
out of business, as our hotels are located in cities where motels are 
very close by. They don’t have the overhead that hotels have. And 
we are in a life and death struggle already. 

Mr. Horr. What size is your hotel ? 

Mr. Cricuton. We have a 144-room hotel, a 175-room hotel, a 222- 
room hotel, and a 300-room hotel scattered throughout the State. 

Mr. Horr. What is the average size of the hotels of the people that 
belong to your association ? 

Mr. Cricuron. Smaller than that, much smaller, more in the class 
that Mr. Newell told you about. 

Mr. Horr. What do you pay an hour over there / 

Mr. Cricuron. Our minimum pay is about 40 to 50 to 60 cents an 
hour in a few categories. 

Mr. Hour. Would a bellboy and a maid get the same thing, for in- 
stance? 

Mr. Cricuton. No; a bellboy actually gets lessthanamaid. Yet we 
try to promote a bellman to the front desk, which has a salaried job of 
$300 a month, and he says, “No, thank you. I can’t afford the 
position.” 

Mr. Hott. How is the maid making out ? 

Mr. Cricuton. She gets about $90 a month. But that maid is only 
capable of making up about 12 to 15 rooms maximum. We employ 
all colored help in our maid capacity. 

Mr. Hour. How about your waitresses and waiters ¢ 

Mr. Cricnuton. Well, the average scale for waitresses is $3 a day to 
$4 a day. 

Mr. Horr. What do you pay your waitresses and waiters, Mr. 
Newell ? 

Mr. Neweu. Forty cents an hour. And the waitresses work only 
7 hours a day. They are on a 714-hour day. And they have two 15- 
tanta rest periods. 

Mr. Horr. Mr. Hardy, do you have anything to add about the Texas 
association? You are an officer in that, I understand. 

Mr. Harpy (Scott Hardy, executive vice president of the Texas Ho- 
tel Association). Giving you some additional data on your questions: 
In Texas there are 254 of our member hotels out of a total of 300 that 


2 RTI 


ing 
la- 
alk- 
ms, 
SO- 


‘dy 
say 


te] 
‘el- 
for 
ate 
nd 
ue, 
OS- 
yes 
ire 
nd 


an 
ne 
we 


of 


he 


ly 
oy 


O- 


at 


OPENER ROS 


i 


FAIR LABOR STANDARDS ACT 1215 


liave 125 rooms or less. Texas is predominantly rural. We have only 
4 hotels in the State with 500 rooms or more. 

We have quite a contrast to the situation that you brought up, Mr. 
Chairman, about the city of New York. We have a substantially de- 
pressed rate area. As you leave Kansas City going southwest, the 

rates start reducing, and when you come to Texas they are very much 
vainormel tomany other areas. You ask, of course, why that is. 

Mr. Tetier. Are you referring to wage rates? 

Mr. Harpy. No; | am talking about the room rate, the rate per room. 
And, of course, if you could ge more revenue for your room, you would 
have more dollars to spend. 

We compile, and have for many years, monthly operating statistics 
which reveal all of those facts. And the last month, the month of 
April, the percentage of occupancy in the Texas hotels was 58.57 per- 
cent. These months at this time of year are our best occupancy 
months. Texas being a warm-weather State, they are substantially 
reduced in the summer months. 

We have made studies and presented quite a few statistics to our 
State legislature in regard to questions of taxation, and so forth, on 
what might be the break-even point of occupancy that the average 
hotel would require in order to pay its operating expenses, and its 
amortization on its fixed or bonded debt, and it will, of course, vary 
with the hotels, depending upon whether it was new or whether it was, 

say, owned by the third owner, how old the property was, and so forth. 

But the thing that concerns us is that such a large percentage of 
hotels on today’s occupancy are actually operating ‘at an occupancy 
less than what will produce the revenue to make the break-even point. 
Now, that would not occur in Chicago, and it would not in this city. 

It seems that the pattern of postwar travel is better in certain strate- 
gic locations, not always statewise, and particularly in cities that have 
the big attractions and those that attract large numbers of conven- 
tions or guests in groups. And the average little town or capital seat 
town does not have that. 

Our average daily rate per occupied room—that is a figure we use 
in the trade, and that would mean the rate after you take all of your 
rooms rented and divided it by the total revenue; that it would give 
you the average daily rate per occupied room—has just about run 
its diminishing return, and we find that we have a diminishing occu- 
pancy in recent months, where in desperation we raised the rate a little 
more hoping to recapture a little more money to meet these situations 
of increased taxes and increased payroll and all of that. It averages 
$6.52. That would be for some rooms as low as $2.50 on up to maybe 
occupied double, $8. 

So onr concern in Texas is greater than it has been before. I don’t 
believe that we are doing the thing that sometimes people can be guilty 
of, which would be to go to extremes. 

The hotels over there are in so many instances in such desperate con- 
dition already—being a warm climate State, they have probably more 
tourist courts than most other States. And the new and modern 
tourist court has so many advantages to offer the traveling public. 

But in connection with the Government, you people wanting to be 
fair, there would be elements beyond your control, because the average 
tourist court has practically no employees. And therefore even though 
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they were brought under, they would still have that tremendous advan- 
tage in the payroll cost. 

Mr. Hour. What percentage of profit in your hotels are made off 
your saloons or other activities ? 

Mr. Harpy. Well, the State of Texas does not permit saloons or even 
a cocktail lounge. The only way liquor can be purchased in Texas 
would be in bottle goods, in a package, but it cannot be consumed on 
the premises where it is purchased. I will grant that that can be an 
item showing substantial profit, in Oklahoma or some others. 

Mr. Horr. But not in your State. 

Mr. Harpy. As an incidental business, a hotel may have a package- 
store permit, but in total volume it would be a relatively small volume. 

Mr. Hour. Thank you very much, Mr. Hardy. 

Mr. Teter. Thank you, Mr. Hardy. 

Mr. Harpy. We would like to thank you on behalf of our association 
for having these field meetings and so carefully going into it. 

We realize the demands plac - on you for so many of these hearings 
when legislation is going on in W ashington, but my people asked 
me if I would just say dthank ; you” for coming over here where we 
could come and be heard. 

Mr. Tetter. We extend our thanks to you for coming and giving 
us the facts. 

Mr. Hussry. Mr. Chairman, the next witness is Mr. James A. Egger, 
retailer for a department store in Columbus, Miss. 


STATEMENT OF JAMES A. EGGER, PRESIDENT, EGGER’S 
DEPARTMENT STORE, COLUMBUS, MISS. 


Mr. Eacer. Mr. Chairman, I would like to offer and introduce as 
part of the record of this hearing statements prepared by Dean Gal- 
lagher, executive vice president of the Louisiana Retailers Associa- 
tion, and chairman of the Louisiana Statewide Committee of Retail 
and Service Trade Associations, and of Herbert E. Dill, executive 
secretary of the Council of Texas Retailers’ Associations. These 
statements set forth the objections of the retailers in the States of 
Louisiana and Texas to any action to be taken by Congress which 
would bring them under the minimum wage provisions of the Fair 
Labor Standards Act. 

Mr. Tevier. You — the statements with you / 

Mr. Eacer. Yes, sir, I do. 

Mr. Tretier. Without objection, they will be received. 

(The statements referred to are as follows:) 


STATEMENT OF Herspert FE. Ditt, EXrcurive Secrerary, CoUNCIL OF TEXAS 
RETAILERS’ ASSOCIATIONS, DALLAS, TEXx., REGARDING EXEMPTION OF RETAIL 
StTores FrRoM THE MINIMUM WAGE AND Howr PROVISIONS OF THE FAIR LABOR 
STANDARDS ACT 


Request that this statement—in behalf of the retail merchants of Texas—be 
made a part of the official record of the proceedings of the subcommittee. De- 
livered to committee at regional hearing in New Orleans on May 16, 1957. 

The committee is respectfully invited to consider these statements presented 
by Council of Texas Retailers’ Associations, Inc. (incorporated in 1943), which 
is a federation of eight separate retail trade groups, namely, Texas Retail Dry 
Goods Association, Texas Retail Jewelers Association, Retail Furniture Asso- 
ciation of Texas, Texas Hardware & Implement Association, Texas Pharma- 
ceutical Association (members are owners of retail drugstores), Texas Retail 
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Grocers Association, Retail Merchants Association of Texas, and Tri-States 
Hardware & Implement Association. 

The constituent members of the Council of Texas Retailers’ Associations have 
a total membership of approximately 26,000 separate retail stores, and it is 
estimated that these stores do an estimated sales volume of $6 billions per year. 
(1954 Bureau of Census 1954 report shows total of all retail sales in Texas to 
be $9,032,371,000) . 

Numerous bills are pending before the United States Congress, and while this 
statement is directed particularly to H. R. 4575, we ask that it be considered 
in connection with any other bill that may finally come up for floor considera- 
tion. Texas merchants are firm in their conviction that once the present retail 
exemption is withdrawn from one certain group of retailers that eventually the 
entire exemption will be scuttled. Furthermore, shorter hours than are nor- 
mally observed in some certain city, when made mandatory for a portion of the 
stores in that city, would affect customer services and costs to all the retailers 
for, obviously, requirements fixed on one would real soon be forced on the 
others. 

Elimination of the retail exemption could only weaken, and not strengthen 
the economic system, by fastening on our lines of business a law totally unsuited 
to their operations. 

The arguments of the proponents (who wish to fasten the wage-hour law on 
retailing) reveal a lack of understanding of the operating problems of the retail 
trade. There seems to be little realistic conception of the employment conditions 
in this field as compared with the machine powered and integrated industries. 

Just take a look at some of the ideas and purported purposes of these meas- 
ures. In order to be specific the objectives are listed as follows (as quoted from 
H. R. 4575, S. 1267, and seven other bills) : 

Section 2: “(a) The Congress hereby finds that the existence, in industries 
engaged in commerce or in the production of goods for commerce or in any activ- 
ities affecting commerce, of labor conditions detrimental to the maintenance of 
the minimum standard of living necessary for health, efficiency, and general 
well-being of workers (1) causes commerce and the channels and instrumentali- 
ties of commerce to be used to spread and perpetuate such labor conditions 
among the workers of the several States; (2) burdens and affects commerce and 
the free flow of goods in commerce; (3) constitutes an unfair method of com- 
petition in commerce; (4) leads to labor disputes burdening and obstructing 
commerce and the free flow of goods in commerce; and (5) interferes with the 
orderly and fair marketing of goods in commerce.” 

The core of the whole argument behind such legislation lies in the first sen- 
tence (a). The enumerated purposes as (1), (2), (8), ete. that follow are 
merely pretexts to justify the dubious constitutional authority of Congress to 
enact such legislation under the commerce power. 

No one, of course, endorses “labor conditions detrimental to the maintenance 
of the minimum standard of living.” But is this the main issue, or does it com- 
pletely miss the core of the problem? 

In the first place, retailing is in no sense a sweatship industry trying to exploit 
its workers, as the statement seems to imply. But this will be dealt with in 
the discussion below. 

BOOTSTRAP ECONOMICS 


In the second place, mere laws will not raise living standards. If this were 
true, we could legislate a utopia tomorrow. Misdirected efforts and misapplied 
legislation of this nature can only injure other classes, often even the class it 
purports to help, and in the end do more harm than good. 

The crux of the whole trouble behind these measures is the fact that they ig- 
nore one of the simplest principles of plain economics. This is the fact that the 
whole basis for the rising wage rates in industry has been the corresponding in- 
crease in productivity of the worker through improved machines. 

This seems to be the forgotten equation, that increased wages rest on in- 
creased production and not on some piece of artificial legislation. 

In the industrial world, machines do most of the work. As machines do more 
and more of the work, manpower hours go down and machinepower and total 
output climb. The worker then, through increased wages, shares in the in- 
creased output. 

But when applied to retailing of any nonmachine enterprise, the whole theory 
goes awry. Erroneous comparisons are made with machine industries where 
increased output restrains the higher wage basis. 
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Retailing is essentially and necessarily a handicraft pursuit. “Merchandis- 
ing,” says one authority, “goes through from 5 to 15 handlings.” It is primarily 
a trade, not a productive industry. It is based on the personal efforts of the 
employee and no complicated machines or labor-saving devices can ever be there 
to save time or step up production. 

The fact is that the theory of artificially creating new wage and cost spirals 
where output values cannot be increased to sustain them, is a sort of “rob-Peter- 
pay-Paul conception of economics and mere bootstrap methods of trying to serve 
the general good. 

THE WAGE-PROFIT-PRICE CONTROVERSY 


Let us take a close look at the position of the merchant when faced with such 
legislation, and the increased operating costs it would fasten upon him. 

Such pay increases must be borne by one or a combination of the following 
sources. 

Increase in the prices of goods 

This, of course, is the “creeping inflation” theory of economic progress. Un- 
fortunately, the principle does not always work that way with the retail trade. 
This is because the inflationary processes begin further up the line at the 
factory and with the producer. The retail merchant is merely in the line of 
the sequence of inflationary forces which begin with the producer and flow on 
to the consumer. Any price increases he may charge the consumer are, as a rule, 
already offset by the increased cost of his goods. 

This is not theory. It is proven by the narrow profit margins over the past 
10 years, the greatest period of inflation in our history. The accompanying 
exhibit A shows the experience of department stores over that period. Their 
experience is typical for most major lines of retailing, and is considered the 
best index for retail merchandising. 

In general their profit margins have actually declined over that period. In 
fact such margins were higher in some of the depression years of the 1930's 
The trend is even more ominous in terms of the shrinking purchasing power of 
today’s profit dollar which is only 73 cents as compared with the same dollar in 
1947. 

The old cliche then, that any increase in retail operating costs will always be 
passed on to the consumer, is another example of popular misconception. Un- 
fortunately, those already in a competitive squeeze would be the hardest hit. If 
the problem of shifting new operating costs to the consumer was as simple as 
some seem to think, we would not be witnessing business failure now of more 
than 14,000 per year, a great majority of which are in the retail field. (See 
United States Department of Commerce report. ) 

On every side today we hear this typical complaint from an increasing num- 
ber of businessmen, “We are trying to borrow enough money to meet our pay- 
roll.” 

The fact is that retailing generally, under the intensely local competitive con 
ditions of the Main Street market, simply cannot raise prices to suit the whim 
of some capricious piece of legislation. 

There is no better authority on this subject than the Harvard School of Busi- 
ness, which had studied this subject for many years. In its annual report on 
operating results of department stores (1955) it reviews the operating condi- 
tions of such stores and states the general situation in substance when it 
says “* * * The nature of competition in retailing, particularly under the 
conditions described in the preceding subsection, make it very difficult if not 
almost impossible for the retailer to raise his margin * * * There is one set 
of conditions under which the pressure is allocated; that is the situation when 
the money prices of goods are rising more rapidly than the money wages of 
labor, in other words, a period of inflation in consumer goods prices * * *” 
In short, the trend in rising prices has better enabled the merchant to hold his 
own, but it has not enabled him to increase his profit margins. Should a period 
of declining prices come, the results would be unpleasant to contemplate. 


THESE PROFIT MARGINS CAN'T STAND INCREASED OPERATING COSTS 


Another way would be for the employer to absorb the increased cost out of 
his profits. Perhaps the most tragic aspect of the whole proposal lies in the 
impact it would have on the narrow profit margins of retailing. In fact the 
across-the-board profit margins of retailing average less than one-third of those 
of industry generally. 
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Food chains operated on an average profit margin of 1.21 percent of the sales 
dollar. (See Harvard Report, Operating Results of Food Chains in 1955.) 

The calculation of premium overtime pay for commission salesmen is a prob- 
lem of serious consequence to the retail furniture group (as well as retailers of 
appliances and several other types of merchandise.) Such stores would be 
compelled to calculate, first, the regular hourly rate for 1 week (divide the 
total of all commissions for the week by the number of hours worked). If the 
dealer finds the salesman earns commissions totaling $128 during the week and 
spends 51 hours making sales, the regular hourly rate (for that particular week ) 
would be $2.51. As the law would require the owner to pay premium for over- 
time at 11%4 times the regular rate the additional 11 hours (hours in excess of 
40) would require additional compensation of $13.86, i. e. one-half the regular 
hourly rate for the 11 hours, added to $128 for a total of $141.86. 

Each week would require the figuring of a different hourly rate because, 
obviously, earned commissions—and total hours worked—would vary week by 
week, throughout the year because one certain week the regular hourly rate 
might be $2 (and the overtime rate $3)—in another week the regular hourly 
rate might be $1.70 (and the overtime rate $1.55). “Hours worked” means all 
the time the salesmen were required to be on duty—it is not limited to hours 
spent productively. It includes all the salesman’s time even though part of 
the time he may be idle—just waiting. 

Department stores may be used as an illustration also, since one of the primary 
objectives of the current wage-hour measures is to cover these concerns. Their 
profit margins reflect about the average of the retail trade generally. Fortu- 
nately, too, adequate and reliable data are available. 

The accompanying exhibit A shows how dangerously low these profits are. 
“The conclusion seems inescapable,” says the report (1954), “that many depart- 
ment stores did not realize enough profits to maintain their economic health.” 

In fact, the cost-price squeeze on the retailer has reduced profit margins to 
the lowest level in their history, and all too many instances, to the vanishing 
point. The familiar contention of labor leaders that consumer price increases 
are due to the attempts of industry to fatten profit margins certainly does not 
apply to the retail trade. The facts are irrefutable. 

Members of the Texas Hardware & Implement Association have reported to 
their organization that hundereds of small stores, with limited staffs, could not 
stagger their work hours to maintain present store hours. They also indicate 
that compliance with a 40-hour week, and time and one-half for overtime, would 
necessitate the raising of prices—in many stores—at least 10 percent. The 
hardware group continues by stating—that a further price advance would be 
highly impractical and that the resulting sales decline could be offset only by 
laying off employees. 

The Texas Pharmaceutical Association (members are owners of retail drug- 
stores) representing 3,600 retail druggists in Texas, sincerely believe that mat- 
ters of this kind are essentially local in character and do not expressly come 
under the jurisdiction of the Federal Government. Furthermore—that any 
minimum wage set in Washington for drugstore employees will, undoubtedly, 
fail to take into consideration a wide variety of existent, hidden payroll costs 
such as incentive commissions, purchase discounts, and other fringe benefits 
which all add up to the total wages paid. 

A third way the employed may meet rising operating costs is to lay off marginal 
workers. 

One of the ironies of such legislation is that in all probability it would hurt 
most those very people it proposes to help. The aged and the partially hand- 
icapped whose productivity would not justify such hourly rates, and the marginal 
workers would be the first to go. Others would be subjected to seasonal layoffs 
who now have a steady job. The retail store, more than any other line of busi- 
ness, employs amateurs who are not prepared for other skills. There are many 
women clerks whose husbands have other jobs. The first job training for many 
is in the retail store. 

The fact is, that any artificial raise in wages where no corresponding in- 
crease in production is possible, will create unemployment, contrary to the 
claims of wage-hour proponents. This was actually proven by past experiences 
under the Wage-Hour Act. When the law first went into effect in 1938, the 
number of unemployed stood at 8.1 million, A month later, the unemployed 
jumped to 9.6 million. In another month it had risen to nearly 12 million. Then 
came War II with the rearmament program which of course reversed the trend. 
Again on January 1, 1949, when the legal minimum was raised to 75 cents, un- 
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employment stood at 3.5 million. A month later it had risen to 4.5 million, 
Again the Korean war with a new surge of inflation and war activity saved the 
situation. Of course, the Government can always resort to still further mone- 
tary inflation to enable the employers to pay for the raises. 


ARE WORKING CONDITIONS THAT BAD? 


The current wage-hour bills seem to imply that working conditions in the 
retail trade are so bad that the “Great White Father” in Washington should do 
Something about it. Here again a glance at the record might be enlightening, 

The facts are, when all factors are considered, the working conditions in the 
retail store are fairly good and are improving. According to United States De- 
partment of Commerce figures, wages in merchandising concerns today (Febru- 
ary 1957) average $1.55 per hour. This figure is about 165 percent of the 1947- 
49 average wage in the same concerns. Incidentally the Consumer Price Index 
today stands at 118.2 percent of the 1947-49 level. This means that wages in 
merchandising not only have raced far ahead of living costs, but have actually 
risen more rapidly than wages in other lines of American business, including 
those whose workers are protected by the minimum wage laws under the Fair 
Labor Standard’s act. 

But a minimum wage and an average wage are different things. It is a mis- 
take to think that only those getting less than $1 per hour will be affected. 
Other workers will demand existing differentials. When the floor is raised for 
them ; then the middle goes up, and the ceiling too. 

Merchants operating in low-cost communities, where wages generally are geared 
to lower levels, would be hardest hit by the sharp increases in operating costs 
the law would impose upon them. 

There is also a vast difference between voluntary labor policies and a govern- 
mentally supervised, artificial schedule as the law would require. It would 
subject the retailers and service trades to a mass of rules and regulations that 
would take from them much of the power to manage their own businesses. The 
idea of Federal agents talking to their employees and demanding to see all books, 
the extra reports, the endless stream of new directives with every change in the 
rules of redtape, with the final decision resting with some governmental agency 
with quasi-judicial powers, are not happy prospects to contemplate. With many 
low-profit-margin operators it would be the straw that breaks the camel’s back. 


RETAILER MUST MEET LOCAL CONDITIONS 


Texas is a big State—254 counties—263,000 square miles. The United States 
is a big country. The 1.7 million stores, plus the service trades, operate under 
an endless variety of circumstances and differentials in wage levels and living 
costs. No single rigid law under any master plan of centralized supervision 
could possibly be adapted to the endless differences among the localities. 

Retailing is essentially local in character. Its operations are geared to and 
controlled by conditions that prevail in the vicinity. The retailer is engaged in 
what is primarily a local ‘“Main Street” business. Some operate in low-cost com- 
munities, others in metropolitan and high-cost areas. Some are so utterly dif- 
ferent as to defy any comparison. What might appear to be a fair wage in one 
locality might have drastic effects upon a similar business in another community. 
Any legislation that attempts to freeze all concerns in the same category irre- 
spective of costs or other differences would lead to hardships and even disaster 
for many concerns, 
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There also are other variations almost endless in character that absolutely 
defy any equitable plan of centralized supervision. It is here too, that statistics 
on wages and working conditions tell only half the story and lead to erroneous 
conclusions, The waitress in the cafe, or the hotel clerk may be receiving most 
of his pay in tips. The clerk in the retail stores gets discounts on his purchases 
for the family budget. Others work partly or wholly on a commission basis. 
It is fantastic to imagine that any plan of wage administration could remotely 
approach any equitable or honest supervision of such endless variations. 

Those acquainted with the operating problems of the retail trade are well 
aware of the many other differences in employment conditions and working 
hours as compared with the industrial world. 

Large industries are geared to seasonal layoffs. When orders fall they can 
eut their payrolls quickly. In short, manufacturers generally can more nearly 
control their labor costs. 

It is a different story with retailing and the service trades. Even though trade 
is slack for a season, the owner still must maintain almost a complete work- 
force. 

The merchant must serve the needs of the customer according to buying 
babits. This often requires them to stay open before or after ordinary working 
hours of other people. The druggist, as a case in point, must keep an average 
13-hour day, 7 days a week. In the service trades, such as cafe, the prob- 
lems often are more difficult. Many hardware and implement dealers in the 
farm belt would have to consider laying off employees in January and Feb- 
ruary to make up for additional employees required in peak seasons. 


THE FEDERALIZATION OF MAIN STREET 


Of course, the sponsors of wage-hour legislation do not intend to embrace 
all retailing and service trades in a single act. The strategy is to offer various 
exemptions for the smaller enterprises. Different bills offered different pro- 
visions, usually exemptions for establishments with annual business volume at 
less than $500,000 and for concerns with not more than four units. 

This, of course, is the old and politically worn foot-in-ihe-door “gimmick’’, to 
divide a group with the initial act and then whittle away the exemptions later. 

In the foggy realm of Federal-State relations, there seems to be no judicial 
limit to the commerce power. If retailing, which is engaged in selling goods on 
the local market, is interstate commerce, then little is left that cannot be 
encompassed under this authority of Congress. 

In conclusion, the Council of Texas Retailers’ Associations recommends to 
your committee, and to the United States Congress: (@) Decisively vote down 
any and all proposals that will require stores to come under the Fair Labor 
Standards Act—(b) When, and if, local employment conditions require it let 
State legislatures decide if a similar law is needed at the State level—(c) Be- 
fore making a report of your findings through this committee, look into the pres- 
ent administrative rulings which continuously tend to narrow down the exemp- 
tion now included in the law. 

Aside from appearing before you as members of the committee—our organi- 
zation trusts as Members of Congress you will assist in clarifying the definition 
of “commerce” in the act with reference to administration of the exemption that 
presently exists. 

We appreciate the opportunity extended to us by the chairman to present this 
statement which gives the views of the Council of Texas Retailers’ Associations, 
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EXHIBIT A 


EXPENSES UP — PROFITS DOWN 


Total Operating Expenses and Net Profit from Merchandising 


Operations, 1946-1955, Department Stores over $1 million.* 
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*Source of Data: Operating Results of Department and Speciaity 


Stores. Harvard Business School, Division of Research 
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STATEMENT OF DEAN GALLAGHER, EXECUTIVE VICE PRESIDENT OF THE LOUISIANA 
RETAILERS ASSOCIATION 


Mr. Chairman and Congressmen of the Subcommittee on Labor of the Labor 
and Education Committee of the United States House of Representatives, my 
name is Dean Gallagher, and I am executive vice president of the Louisiana Re- 
tailers Association. Also I am Louisiana State chairman of a duly constituted 
organization of retail and service trades associations formed to oppose coverage 
of retail and service trade establishments under the wage and hour provisions 
of the Fair Labor Standards Act. 

The Louisiana Retailers Association is composed of approximately 3,000 regu- 
lar members representing all types of retail stores in all parts of the State. Our 
affiliated membership of retail associations places the total number of retail es- 
tablishments represented by our association at approximately 6,000 retail stores, 
The Louisiana Statewide Committee of Retail and Service Trades Associations, 
which I mentioned above, represents approximately 16,500 firms out of a total 
of approximately 32,000 retail and service trades establishments located in the 
State of Louisiana. I am authorized to speak for each of the above organiza- 
tions. 

I would like to bring to your attention a further breakdown concerning the 
membership of the Louisiana Retailers Association. According to our best esti- 
mates, 85 to 90 percent of our membership has an annual sales volume of less 
than $500,000, and of this number 75 percent sells annually less than $100,000 
in merchandise. 

At the annual meeting of the Louisiana Retailers Association held in Alexan- 
dria, La., on May 7, the members present unanimously voted to oppose coverage 
of retailers and service trade establishments under the wage-hour provisions of 
the Fair Labor Standards Act. The reasons for this position will be stated fur- 
ther on in this testimony. 

I submit for your consideration that the position taken by our members in 
being opposed to any coverage of retailers under the wage-hour provisions of 
Fair Labor Standards Act, is significant, as the proposals submitted to them 
would eliminate from coverage a vast majority of our members. 

The principal reason given by our members for taking this position, which has 
been repeated many times, is that coverage of a portion of retailers actually 
means coverage for all. If a portion of retailers, namely chainstores or large 
retail firms, were covered under the wage-hour provisions of Fair Labor Stand- 
ards Act, it would become necessary for all retailers to pay the same wages as 
those covered, or have in their employ discontented help. The fact that the 
small retailer cannot pay the present minimum wage was a major consideration 
of the Congress in 1949, and it has been generally agreed that such is the case. 
Legislating a portion of retailers under the Federal minimum would in effect 
force all retailers to operate on the same wage-hour basis. Many of these small 
stores would have to go out of business, and those which were left would of 
necessity have to cut their present forces to a minimum, thereby causing wide- 
spread unemployment of retail employees. 

In submitting reasons why the Louisiana retailers and service trades estab- 
lishments are against any extention of coverage of the wage-hour provisions of 
the Fair Labor Standards Act, I will be repeating what has been said many times 
before. This is natural, however, as there is no appreciable difference between 
the operations of a New York retailer and a Louisiana retailer. It is all a mat- 
ter of degree. The operations being similar, the reasoning must of necessity be 
similar. 

Any legislation to remove or seriously modify the retail exemption in the 
Fair Labor Standards Act will in many places bring on one or a combination 
of these results: (a) increase consumer prices, (%) curtail retail services, 
(c) decrease job opportunities. 

The public should be given primary consideration in any legislation. In 
legislation affecting retailing, consumers should be considered first. The elimi- 
nation of or a substantial change in the retail exemption in Fair Labor Stand- 
ards Act would increase the cost of distributing consumer goods materially. In 
all sections changes in Fair Labor Standards Act would at least require cur- 
tailed customer services. These changes which would accompany loss of the 
retail exemption by raising wage rates without increasing productivity will 
not help consumers buy more goods and will tend to contract rather than ex- 
pand the economy of the country. 
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Retailing is a service business. Store hours are determined by customer needs 
and demands. Customer traffic in retail stores is affected by many factors, 
jncluding the weather, which cannot be controlled, yet store service must be 
available to all customers at all times. Thus retailing, unlike the factory as- 
sembly line, cannot attain a smooth hour by hour production or sales schedule 
for its employees. For this reason the maximum hour provision should not 
be applied to retailing. 

It is the retailer’s job to sell everything that is produced on the farms and in 
the factories of our country to the people—to consumers. He must do the job 
as efficiently and as econmically as possible without unnatural economic inter- 
ference. Legislatively induced increases in distribution costs, unaccompanied 
by increases in productivity, will decrease the quantity of consumer goods which 
will be used, thereby adversely affecting producers of farm and factory products. 

In our competitive free economy, the consumer irrespective of residence, is 
assured fair prices, good assortments and the level of service demanded. The 
penefits of improved products, lowered production cost and the efficiencies of 
distribution are passed on to the consumer and thereby induce the sale of more 
goods and help raise the general standard of living. Application of Fair Labor 
Standards Act to retailing would decrease services and increase prices arti- 
ficially. 

Average retail employee earnings have risen proportionately to employee earn- 
ings in covered industries. Absence of coverage under the Fair Labor Stand- 
ards Act of retail employees has not caused employee earnings to lag materially. 
Wage rates continue to rise in spite of a leveling off of sales and increases in 
other operating expenses. During the first half of 1954 retail employee average 
weekly wages increased 4.5 percent over the same period in 1953. 

Retailing is able to provide part-time employment for hundreds of thousands 
of workers whose lack of experience and limited available time preclude them 
from other employment markets. This part-time work is an important supple- 
ment to the family budget and helps to raise the general standards of living. 
Legislation to increase starting rates would restrict the number of such jobs 
available because it would result in the curtailment of some customer services. 

A uniform Federal minimum wage, or a Federal minimum different in different 
sections of the country, fails to recognize basic differences between metropolitan 
areas and medium and small communities. Habits and customs of people vary 
between large cities and small communities; they even vary between cities of the 
same size. Economic needs and living conditions differ. Accordingly, there can 
be no Federal minimum wage pattern that is equitable and practicable for all 
retailers in all communities. 

The elimination of the retail exemption would have an immediate impact upon 
all payroll costs, not only with respect to those directly affected but all the way 
up the line, distorting established wage differentials and resulting in ultimate 
increases in all prices. 

The basic staff of retail stores is hired by the week and paid for the period 
worked. Retail employees are not sent home if it rains or if the store is not 
busy. This requires retailers to pay employees for hours worked from which 
little productivity can be expected but during which operating expenses con- 
tinue. Legislation to bring retailing under the Fair Labor Standards Act, which 
was written to apply to factory situations, could cause a major disruption in retail 
practices. 

Under the United States Constitution, the Federal Government is intended to 
be a government of limited powers and duties. President Eisenhower has pledged 
himself to restore proper responsibilities and functions to the States. Yet influ- 
ential advisers within this administration propose to inject the Federal Govern- 
ment further than ever before into the responsibilities of the States. Forces 
within the Federal Government appear to be seeking to subject every employee 
in every State to the Federal wage-hour regulations, whether engaged in inter- 
state or intrastate activities. This area of government regulation should be left 
to the judgment and discretion of the States. This is clearly a States rights 
issue in which the Federal Government should not substitute its judgment for 
that of State legislatures. 

Should the Fair Labor Standards Act be amended as now indicated, we may 
expect that pressure will be applied to a succeeding Congress to eliminate all 
exemptions and further expand the powers of the National Government. 

Retailing is essentially a local business. Regardless of its size and/or its af- 
filiation with other stores through ownership or membership in voluntary buy- 
ing groups, a store must adjust to conditions in the specific shopping area in 
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which it is located. Its wage scale must be competitive and fair for the work 
performed, in the light of experience, availability, and skill and further, in con- 
sideration of other factors such as employee benefits, employee discount on pur 
chases, attractiveness of work, and working conditions. 

The planned amendments to the Fair Labor Standards Act to cover retail 
and service trades completely ignore the hard economic fact that a high standard 
of living has never been and cannot be successfully established by legislative 
action. The wage dollar varies as a real wage between geographical areas, be- 
tween large and small cities, between town and country. The farm worker may 
get housing, produce, eggs, milk as part of his compensation; the retail worker 
receives a wide range of fringe benefits as well as purchase discounts, PM’s, 
incentive commissions, and sales bonuses, not usually available to workers in 
other industries. No legislation can bring an increase in real wages because 
prices must go up to pay the higher labor costs which are not based on increased 
productivity. 

The original theory of Fair Labor Standards Act was to prevent producers of 
goods for interstate commerce who paid lower wages from competing in com- 
merce with those who paid high wages. This is not applicable to retailing and 
service trades. The retailer or service trade establishment in Maine or Louisi- 
ana, who may have lower wage costs, does not compete in the same market with 
those in California with high wage costs. That is why industries local in 
character were exempted from the Fair Labor Standards Act. The entire phi- 
losophy behind the original Fair Labor Standards Act would be changed by in- 
cluding retailing and service trades. Further, an attempt to minimize this 
departure from principle by exempting small merchants and service trade estab- 
lishments when in competition with larger ones in their localities would still 
produce a result contrary to that intented by the original Fair Labor Standards 


Act. 

Mr. Eacrr. Also, Mr. Chairman, I would like to have sitting with 
me at this hearing Mr. Gallagher—sitting with me to my right—rep- 
resenting the Louisiana retailers, and Mr. Dill, representing the Texas 
retailers, to my immediate left. Following him, Mr. Robert Rall, 
operating director of Kennington’s Department Store of Jackson, 
Miss., and also president of the Mississippi Retail Merchants Asso- 

ciation. 

Mr. Tecirr. We are very happy to have them. 

Mr. Eccrer. I am James A. Egger. I am a retailer. I am presi- 
dent of Egger’s Department Store, Columbus, Miss., which is a closed 
or family owned corporation. I am now first vice president of the 
Mississippi Retail Merchants Association. I have been actively and 
continuously engaged in the retail department store business since 
1920. 

It is the carefully considered opinion of our group that the Fair 
Labor Standards Act should be limited in coverage to employees en- 
gaged in interstate commerce, or in the production of goods for inter- 
state commerce. We believe the act should specifically exempt those 
industries and retail and service businesses which are essentially local 
in character. 

With this summary of the Mississ ippi Retail Merchants Associa- 
tion’s position, I wish to present my personal reasons why I believe 
any changes in the present law would be most harmful to an over- 
whelming majority of retailers in our State as well as throughout the 
— country: 

Retailing i is purely local, and if control of retail employee wages 
and hours is really needed, the right to legislate rests with the States, 
and should not be preempted by Congress. Regardless of a store’s 
sales volume or whether it is independently or chain-owned, retailers 
operate at the local level and wages are governed by conditions pre- 
vailing from time to time in that particular locale. A Federal statute 
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would ignore completely the facts that needs and living conditions 
vary—not only among the States, but also among the towns and cities 
within that State. 

If we, as retailers, were forced by statute to operate under $1 or 
some other minimum hourly wage, it would seriously affect, if not com- 
pletely bankrupt, many ret: ailers throughout the whole countr y. Retail 
profits are so low, they could never absorb higher wages costs unless 
we, in return, received higher productivity or ‘tremendously increased 
margins of profit. Every fairminded person will agree that higher 
wages come only from greater productivi ity and not from the imposi- 
tion of laws promoted by powerful and domineering minorities who 
seek to control our economy and the lives of our people. Various plans 
to increase individual en ployee’ s earnings through incentives have, 
in a majority of stores, proved futile. <A higher gross mark-on could 
never be accomplished because of the great majority of our competitors 
whose prices force us to operate at their price level. 

Broader coverage in the law will multiply enforcement problems 
and governmental expenses. Full and impartial enforcement would 
be utterly impossible and could never be achieved because of the man- 
power involved and especially the inability of retailers to become 
further burdened with more Federal recordkeeping responsibilities. 

t. To meet increased payroll costs brought about solely through 
Federal regulation or law will automatically bring further upward 
pressure on pr ices, and the end result will be exactly the opposite from 
that President Eisenhower seeks to accomplish; namely, “Prevent in- 
flation from getting completely out of hand at this crue ‘ial moment in 
world affairs.” 

5. Should large volume retailers be covered by any of these proposed 
amendments, then it follows that small retailers remaining exempt on 
any basis of volume or number of employees will be tremendously 
weakened by their inability to provide their employees with offse tting 
compensation. The result will be less efficient operation, poorer dis- 
tribution, and, in the final analysis, failure and bankruptcy for the lit- 
er retailer. 

}. People in general, from the grade-school level upward, have : 
slienn idea of retail profits. The average individual very honestly 
thinks the only cause of our present level of wages associated with 
retail distribution and services is the unwillingness of management 
or individual owners to pay higher wages. Those very people who 
are so determined to have retailers brought under the Federal statute, 
also think we are indeed able to pay much higher wages, and the only 
reason we are not now doing it 1s because we arbitrarily refuse to do 
it. Just a matter of choice on our part, that’s all. Therefore, they 
feel the solution would be very simple. Have Congress amend the 
law, forcing the retailer to conform to a nationwide hourly minimum 
which has been determined by organized effort and intended in the 
first place, to be applicable only to large-scale manufacturing. 
Again, I repeat, the real cause of low wages in any business is low 
produc tivity. 

In the soft goods field, we have, since 1939, gradually received a 
smaller percentage of the consumer’s dollar. E xpanding service re- 
quirements have absorbed the percentage we have lost. Nothing 
would give me greater pleasure and a feeling of having made my full 
contribution toward raising everybody’s standard of livi ing by paying 
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my employees a minimum wage, but even more than a legal re- 
quirement. Yet, the money needed to bring this about must first 
come out of the difference we pay for items of merchandise and the 
price the public is willing to pay us. I can happily visualize the in- 
creased velocity of dollar turnover in our particular store if every 
person had at least a net take-home paycheck of $100 per week. Life 
would be wonderful, for the retailer, to be sure. However, the only 
way I know that we may find this utopia, is to speed up the already 
overworked printing presses that make our folding money available 
in every-increasing quantities to the organized minority. However, 
we all must realize that forcing even higher the scale of all individ- 
ual’s take-home pay does only one thing, unless a compensating in- 
crease in production is forthcoming. The end result is simply more 
inflation and a cheapening of the dollar value already placed in our 
insurance policies, Government bonds, retirement a trust funds 
of both union labor, corporations, and the Federal old-age retire- 
ment benefits. Who gains if we double the number of dollars placed 
each week in the consumer’s pocketbooks and repeatedly cut in half 
the purchasing power of our existing dollars ? 

If retailers are brought under the Federal w age and hour law 
with an established nationwide minimum hourly wage, widespread 
unemployment will result. Those employees of retailers who can- 
not increase their productivity in like proportion, of necessity, will 
be dropped from the retailer’s payrolls. It is a fact that, because of 
the minimum wage and hour coverage not being applicable to re- 
tailers, many individuals have been provided jobs that could never 
qualify for manufacturing employment. Surely this is good for our 
economy ; to give employment to the many who could never hold more 
compensating jobs. 

8. The backbone of our economy is made up of small businesses. 
Four million out of 4,250,000 come under this category. The Sinall 
Business Administration says a retailer whose annual sales are less 
than $1 million and a wholesaler whose annual sales are less than 
$5 million constitutes small business. The mortality rate for new 
businesses has always been high, which is largely the result of in- 
experience or mismanagement. But the fact that business failures 
during the past 10 years have doubled among firms that are 10 years 
old or older should at least cause our Members of Congress to investi- 
gate the plight of the retailer before casting a vote to force a ma- 
jority of the country’s retailers out of business. 

Egger’s Department Store is small business. In 1956, we had 
throughout the full year, 47 full-time employees with salaries or 
wages determined by their value or productivity to the store. In 
addition to these 47, there were 23 more regularly employed on a full- 
time basis but for various reasons worked less than 12 magi 

Of the 47 continuously employed for the full year, 21 did not 
receive the $2,080 minimum that would be required wih l proposed 
amendment. Our actual payroll was 52.94 percent of the store’s total 
expense or 18.81 percent of each dollar sales. Our net profit from 
all sources was a mere 1.9 cents out of each dollar sold. For us to 
have brought those 21 employees up to the $1 hourly minimum, our 
net operating results for 1956, instead of resulting in a small profit, 
we would have actually sustained an operating loss of seven-tenths 
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of a cent on each dollar sold. This figure would be increased two- 
tenths of a cent if the part-time inexperienced help was included in 
the minimum $1 hourly rate. I am certain that we will not be able 
to retain the services of 19 of our present employees if we are forced 
to pay minimum wages under any of the proposed plans being con- 
sidered. 

Please realize, too, that our country is not, as yet, completely so- 
cialistic, and for that reason, we must agree that if those of lower 
productivity are brought up to the $1 minimum, it follows that, in 
order to retain our more valued employees, we must, of necessity, 
raise their wages in like proportion. We know that average retail 
wages are lower than those being paid by manufacturers. Surely 
there must be legitimate reasons that the average layman can under- 
stand. 

First, we, in retailing, fail to have the same potentiality as manu- 
facturers for incre sing productivity. Their additional capital in- 
vestments in labor-saving machinery and other equipment makes this 
possible. The manufacturing worker has large assemblies of equip- 
ment as production helps and it is applied to a continuous flow of 
materials that move through plants and is converted into finished 
products with speed and regular ity. 

On the other hand, retail stores have a variable, indeterminate 
and irregular flow of customers. Our capital investment is primarily 
in merchandise, inve ntory, and space. 

Finally, a large majority of our workers are young people on a part- 
time basis, young mothers who only wish to work over the weekends, 
inexperienced women and the largest single segment of older people. 
None of these qualify for employment in the manufacturing part of 
the work force. 

The record of our own individual operation shows that from 1950, 
without exception, overall costs of selling a dollar’s worth of mer- 
chandise has increased, while the net margin of profit we are able to 
retain has consistently decreased. And, the greatest percentage of 
increase in our expenses has been in salaries and wages. All of which 
makes it absolutely necessary that retailers refuse to acquiesce in this 
struggle to prevent the imposition of minimum wages being forced 
upon us. 

9. Retailing not only is a local operation but it is unlike manufactur- 
ing in almost every respect, and especially when we compare net 
profits either on dollar sales or invested capital. Now, when the 
manufacturer runs out of orders, the first thing he does is eliminate 
overtime. Next he reduces the number of workers, then the d: ays per 
weeks, and finally closes down for an indefinite period. How long do 
you think a retailer would last if his customers came one day to find 
him closed in order to save expenses, and have his store open on only 
the days when traffic was heavy and business brisk? It is not the 
accepted custom and neither could it be feasible to have retailing 
operated on such an irregular basis. Manufacturers can do the op- 
posite and never miss an order. 

10. Every policy of labor, management, or Government had its 
beginning with some small innovation or acceptance. Secretary of 
Labor Mitchell presented the administration’s plan for amendments 
to the Fair Labor Standards Act in which he specifically named the 
100 employee minimum level for retail stores that should be covered. 
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Others are suggesting various limits and alternating plans. Those 
who seek to impose this Federal minimum wage will accept any kind 
of amendment, just to get their “foot in the door,” so to speak. What 
has happened to the labor situation in this country ¢ First, it is more 
money per hour, then fringe benefits, then guaranteed annual wages, 
and now the men who control our economy are back for more money 
per hour and 1 less day. It is only a vicious and continuing process 
that finally destroys our way of life. The very second Congress agrees 
to make any amendments to the coverage of the Fair Labor Standards 
Act (if it is rightly named) then forces will be set in motion to in- 
corporate every remaining segment of employees. 

With the ever shifting position of power politics occurring in the 
various groups, you can . be sure no stone will be left unturned until 
all of us will be under the domination of a few wealthy and powerful 
labor policymakers who are dedicated to the proposition of increasing 
their personal power and influence infinitum. Typical operating fig- 
ures are av: ailable i in almost every category of business. 

Before Mr. Mitchell, Mr. Kennedy, or Mr. Barden assume the 
responsibility for bringing chaos and confusion to the large group 
that gives daily sustenance to millions, they ought to examine the 
the income-tax returns of the small retailer and let the facts reveal 
their true status. Any group in high places that chooses to impose 
by law their wills on others, if successful, according to all recorded 
history, usually destroys that segment. 

The average retailer is pinched for operating capital and does not 
have access to the money that is peeinee » to manufacturers handling 
millions in stockholder’s moneys. A study of the facts of life as 
regards retailing should be known by every Member of Congress 
before they destroy the largest sustaining force among their con- 
stituents at home. The records are open to everyone. We invite 
honest comparisons and will be glad to be as informative as your will 
to listen permits. 

Thank you. 

Mr. Tettrr. Thank you, Mr. Egger. 

I notice here on page 6 in the last full sentence on the page, quoting: 

First. it is more money per hour, then fringe benefits, then guaranteed annual 
wages, and now the men who control our economy are back for more money 
per hour, and 1 less day. 

Who are the men who control our economy to which you refer ? 

Mr. Eccer. Mr. Teller, you are a more intelligent man than I am. 

Mr. Teter. Well, I would deny that. 

Mr. Eccrr. You know who is controlling our economy today. Did 
you ever hear of anybody who ever won a strike? 

Mr. Tevier. Is it the labor union that you refer to as the “con- 
trolling” influence in our economy ? 

Mr. Eccer. Who sets the wage pattern in our economy ? 

Mr. Tetxer. I am not trying to confuse you, or avoid answering 
your question. 

Mr. Tetter. I will do my best, Mr. Egger, not to allow you to con- 
fuse me. But, of course, we are here primarily in order to secure 
facts. But my mind is not at all confused by the question of who 
sets the wage pattern. The wage pattern is set by economic forces, 
one of which is the terribly tragic position in which we find ourself, 
of world leadership in the fight against the international gangsterism 
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known as communism, and when the swollen budget in the Federal 
activities and the full employment get to work, others may claim that 
when a union wants a wage increase it is not controlling the economy 
but simply reacting to forces over which the union has no control. So 
that I am not at all convinced by the implication in your question that 
the labor union controls the economy. 

But I simply wanted, for the record, to identify the people whom 
you choose not to identify in your expression, “the men who control 
our economy.” Not while this Congress sits will anybody control our 
economy except the forces of free enterprise. And this Congress, 
like all other Congresses, is pledged to the protection of free enter- 
prise. ' . 

Mr. Horr. I would like to back up what Mr. Teller said and add 
this: I am a businessman myself. I am a Republican, which makes 
no difference, because Mr. Teller’s philosophy and mine is about the 
same on free enterprise. 

I would like to say this: I have been in Congress for 5 years, and 
I have found that big business, like Big Steel, if you are talking about 
setting the wage patterns, is worse and just as bad in their activities 
and the way they conduct themselves as the unions ever would be, or 
the leaders. And we have got to watch big business as well as big 
unions. 

You are setting a fairly good case here today, but I will just give 
you a word of advice and caution. Some of your philosophical 
remarks I would not include if you testified before a congressional 
committee. You are welcome to them. I do not welcome them from 
the other side, either, but I think they are a little out of place. 

Mr. Eccrr. Would you suggest I delete them, sir? 

Mr. Hour. No. I just pass that on philosophically. 

Mr. Tetier. We fully respect your right to your point of view. 
We simply want to clarify the record. And I want to fortify Mr. 
Holt’s views in regard to big business. 

About. a month ago I introduced a bill in Congress, the result of 
10 years of study on my part, to break down the size of huge goliaths, 
corporate giants, which interfered with the operation of small- and 
medium-sized enterprise. Our system of democracy is only a brief 
period of history compared to the dictatorships throughout the his- 
tory of the world. and it can only exist if we have a strong and se- 
cure middle class operating as an independent body in a society dedi- 
cated to free enterprise. 

And having regard for your fine presentation here this afternoon, I 
beseech your interest and the interest of everybody else here in sup- 
port of my bill, which has received nothing but a cool reception by 
those who say they are devoted to free enterprise and view with alarm 
the continued numbers of mergers and consolidations which are eat- 
ing up our system of free enterprise and substituting bigness and 
the monopoly powers that go along with it. 

Mr. Hotr. If my colleague will yield, I am glad he brought that 
up. because I was not aware of it, and I will surely warm up to it 
when I get back to Washington. 

Mr. Tretier. I regret that I did not call it to your attention earlier, 
and I know that your expression of interest is sincere, and I appre- 
ciate it. 
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Mr. Eocer. Mr. Chairman, I am very small business. I am a pea- 
nut when it comes to normal operations in my line of business, I 
want to live, too. I do not want to go out of business. 

Mr. Tretter. Well, we certainly ‘do not want you to go out of busi- 
ness, because we regard you as the rock of our society. And I hope 
the day will come when all people will agree that people like your- 
self are the “men who control our economy. 8 

Mr. Eccer. Thank you, sir. 

Mr. Teter. But now getting — to your statement again, you 
say on page 1, in pare agraph No. 1, that the control of the wages 
and the hours of an essentially local establishment such as the retail 
establishment should be exercised by the States and not by the Federal 
Government. 

The State of Mississippi has no minimum-wage law; has it? 

Mr. Eacer. No, sir. 

Mr. Teuier. And so far as the State of Mississippi is concerned, a 
man could be worked 80 hours a week, and the State of Mississippi 
would have no concern with it; would it? 

Mr. Eccer. According to the law, they wouldn’t. 

Mr. Teiiter. What law? 

Mr. Eccer. Any State law. 

Mr. Texture. Well, what State law in Mississippi would prevent 
you from working a man 80 hours a week ? 

Mr. Eccer. None, sir. 

Mr. Tetier. Without any overtime. 

Now, we in Congress have been very much concerned by the fact 
that, while since 1938 the Federal Government has had a minimum- 
wage law, not a single State, with just a few exce ptions, has seen fit 
to adopt any minimum-wage legislation. And we are concerned about 
the fact that the Federal Government is constantly extending an area 
of protection, a floor, a minimum, for the worker, and the States have 
been laggards. And if we were to see a little more activity on the 
part of the State, not necessarily in line with the Fair Labor Stand- 
ards Act completely, but a policy which would recognize that a retail 
worker works in a different way, not like a production worker, on a 
straight hourly basis—if we were to see some realistic appraisal of 
the local situation, perhaps our views on this subject might be effective. 

Now, what do you intend to do to get the State of Mississippi to 
enact minimum-wage legislation ? 

Mr. Eecer. I don’t think that I have made any effort to do anything. 
I will say, sir, that in my own store, beginning Sep tember 1, 1956, 
we went on a 40-hour week. Our people work 3914 hours one week 
and 40 the following week. Our store hours are 9:30 to 5 on Monday, 
Tuesday, and Wednesday, and 9:30 to 8:30 on Thursday, and 9:30 
to 6 on Friday and Saturday. 

In addition to the shortening of our hours, our operating hours, we 
have been giving a half holiday or a half d: ay off per week per em- 
ployee, which bri ing them down to the 3914 hours. 

Mr. Tretter. What I am addressing myself to is this sentence in 
your statement: 

Retailing is purely local, and if control of retail employee wages and hours 


is really needed, the right to legislation rests with the States, and should not 
be preempted by Congress. 
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Now, the States apparently have not acted. There was no activity 
on their part at all in 1938, when we passed the original wage-hour 
law, nor in 1949 when we amended it, nor in 1950 when we amended it 
again, nor in 1955, when we created or established the dollar mini- 
mum-wage rate. 

During all these years in which the Federal Government has been 
concerned about minimum qualifications or standards, the States have 
been silent. But when we are told by people in Washington and here 
that it is a State function, then we ask: “What is the State doing 
about this function which you seek to protect?” And it concerns us. 
And we would like to have your views on it. 

Do you think that the State of Mississippi should intervene, at least 
to establish some standards, so that the standard will not be that of 
the mere competitor, but some basis of fairness ¢ 

Mr. Eacer. Mr. Teller, I would say that my own level of pay scale 
is determined by my environment and what is going on economically 
in my area. As an example, if we have a Government installation 
that 1s covered with the civil-service requirements, A, B, C, D, G, or 
whatever it might be—in order for us to get clerical help, for example, 
we have to meet the standard that has been set by the Government, 
in order for us to have help. 

That is why I said in my brief which I presented here, that if we 
had a leveling off of $1 per hour, as an example, some of those people 
could not qualify to those particular jobs. But as for those who 
did, that were brought up to a dollar, that were not now receiving 
that dollar, in order for me to hold those people, who are far in excess 
of that—they don’t want to sit still and say, “You have done this 
for these. Why don’t you do this for me?” 

Mr. Teter. Do you have a warehouse establishment ? 

Mr. Eaccerr. No, sir. Everything is under one roof. 

Mr. Teiier. You have no warehousing employees ¢ 

Mr. Eacer. No, sir. 

Mr. Terrier. Is there a local warehouse which you use for your 
purposes ¢ 

Mr. Eacer. No, sir. 

Mr. Tetter. You mean you direct shipments to your store? 

Mr. Eacrr. Yes. 

Mr. Teviter. And it is immediately unpacked and placed on the 
shelves ? 

Mr. Eacrr. Right. We are purely independent. 

Mr. Triier. Do any of the other gentlemen who appear with you, 
Mr. Gallagher, Mr. Rall, or Mr. Dill, have any warehousing opera- 
tions connected with your retail establishments ? 

Mr. Gatiacuer. Many of them have warehouses away from the 
stores, 

Mr. Teiier. And those are covered by the minimum wages ? 

Mr. Rau. We have a relatively few stores where there is more than 
one retail outlet in the operation, and they are served by a central 
yarehouse. Of course, some single unit stores would have a separate 
warehouse. 

Mr. Treiiter. And you have been able to absorb for the warehouse 
employees the dollar minimum rate. 

Mr. Gauacuer. Isn’t it a fact, though, Congressman, that the 
warehouse situation, where the warehouse is located away from the 
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store, is, generally speaking, a large operation, similar, for example, 
to Maison Blanche and D. H. Holme? And it is true that the wage 
level in those kinds of stores is much higher than in other kinds of 
stores. And I don’t think Mr. Egger was talking about that particu- 
lar kind of operation. 

Mr. Eacer. No; I do not have that. 

Mr. Tetier. Well, what would hit you more, if Congress were to 
enact a dollar minimum w age rate with overtime over 40 hours; would 
it be the minimum wage 1 rate or the overtime ? 

Mr. Eccrr. I am not disturbed about the overtime but about those 
19 extra employees that I would have to let go. 

Mr. Gatuacuer. I think in the larger store it would be the over- 
time, Congressman. 

Mr. Teter. Yes. I see your point. But as you say, Mr. Gallagher, 
the basic problem here, or at least the more serious problem, is the 
overtime problem. 

Mr. Gatiacuer. That is right. 

Mr. Terier. And if some leeway were given having regard for the 
difference in the operation of the retail store, the difference over that 
in a place of production, perhaps you might be able to absorb a higher 
minimum rate, perhaps not necessarily a dollar. 

Mr. Gatuacuer. I think that they are pretty close to doing that 
already. 

Mr. Ratz. I think the overtime provisions, so far as Texas is con- 
cerned, with 50 or more employees—the overtime provisions would 
bring more increase in the payroll than anything else. 

Then we have a particular problem, of course, with the commission- 
type employee, who has a good many hours of unproductivity every 
week, and yet his total working hours might run 47 or 51. And since 
his regular base wage is figured on the percentage of his selling, of 
course he never has a constant wage one week after the other. There 
is a difference in total earnings and a difference in total hours, and 
therefore his commissions, the part of it that would be allocated to 
overtime, might be at a $2 rate one week and at a $2.20 rate another 
week. 

Mr. Tetier. Do you folks have unions in your establishments ? 

Mr. Ecerr. No, sir; we do locally among the crafts, but not in our 
store. 

Mr. Tetier. Are there many unionized establishments in Missis- 
sippi among the retail stores ? 

Mr. Eccrr. Iam sorry. I could not answer that question, because 
I do not know. In our own town, I believe Kroger is the only store 
that is unionized. That is the supermarket. 

Mr. Gatiacner. We have several stores unionized in the Baton 
Rouge area and several grocery chains in the New Orleans area and 
some grocery chaings from the Shreveport area. 

There is some unionization in Texas, but we don’t have any definite 
data as to the extent of it. 

Mr. Teter. Well, in those union establishments, retail establish- 

ments that are unionized, does the collective-bargaining agreement 
customarily provide for a 40-hour week; do you know ? 

Mr. Gatiacuer. Some of them in Baton Rouge, I believe, have 
contracts allowing 42 hours. It is a sort of a honeymoon contract. 
They take what they can get. 
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Mr. Teter. You mean a first contract ? 

Mr. GauiaGcuer. Yes. 

Mr. Tecier. That is an interesting term. We hope that neither 
of the parties regard their contractual obligation as anything more 
than a wooing promise. 

Mr. Holt? 

Mr. Hour. What does your membership constitute, Mr. Egger, of 
your Mississippi Retail Merchants Association, how many stores, and 
the average size? 

Mr. Eccrr. We have a sliding scale of membership starting at $5 
per annum, and going on up, depending upon the volume of business. 

Mr. Hour. What percent of the retail stores of Mississippi do you 
represent ¢ 

Mr. Eccer. We have about 2,000 membership now. 

Mr. Hour. What percent is that of the “seta retail stores? 

Mr. Eacrer. About 10 percent, I would say. I don’t know exactly. 

Mr. Horr. Just approximately. Because we are trying to find out 
who you are talking for here today. What is the average size of 
your membership ? 

Mr. Eacrr. Well, I would say that we represent the small people. 

Mr. Hour. In other words, you are a big operation ? 

Mr. Eacrer. Yes, comparatively speaking, I am the vine that grows 
the peanuts, and most of the people are peanuts. 

This gentleman is with Kennington’s in Jackson. That is the 
largest department store in Mississippi. 

Mississippi isn’t large by measurement or comparison with any- 
thing. 

Mr. Hott. You pay what in your store? 

Mr. Eccrr. W rell, we would have to break all that down in cate- 
gories. But I don’t mind doing it for you, sir. If we have a child 
that comes in from high se hool, an occupational diversified student, 
we pay 50 cents. If we have an inexperienced person that comes in 
and starts to work, it is 75 cents. After they have been there, we 
give hospitalization and sick benefits and 20 percent discount on pur- 
chases, and no charge for time out. It is a kind of a, shall I say, big 
family operation. We try to keeep it that way, and I try to take into 
consideration how the person working for us feels. 

Mr. Hour. This other gentleman from Mississippi; what do you 
pay? 

Mr. Ratx. Our lowest starting rate is $34 per week. 

Mr. Hour. That is a 40-hour week ? 

Mr. Ratu. Yes. 

Mr. Horr. Do you give the same benefits, sickness, accident, and 
health ? 

Mr. Ratu. Yes. 

Mr. Horr. Commission, 20 percent ? 

Mr. Eacer. That is discount on purchases, sir. 

Mr. Rati. And group life insurance, et ceters 

Mr. Hour. Do you give commissions, Mr. Egger? 

Mr. Eacrr. Yes; I forgot to mention that to. you, Mr. Holt. We got 
off that too quickly. 

Our regular employees make nice money on a commission basis. 
They have a drawing account. And various departments pay vari- 
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ous percentages on net sales, running from 6 percent up as high as 
10 percent. 

Mr. Hour. Mr. Egger, one other thing you mentioned, here, on pa 
7. And I am not trying to be critical. But when you say: “Before 
Mr. Mitchell, Mr. Kennedy, or Mr. Barden assume the responsibility 
for bringing ‘chaos and confusion to the large group that gives daily 
sustenance to millions, they ought to examine the income tax returns 
of the small retailer,”—well, none of those gentlemen hold the per- 
sonal responsibility for deciding whether this legislation is passed into 
law or not. 

Mr. Ecoer. I am sorry, Mr. Holt. I couldn’t mention everybody, 
so I just took the chairman and the Secretary of Labor. 

Mr. Hotr. Just so you will understand it, that is why this subcom- 
mittee is laboring very hard, going out into the field to get the story, 
before we even report to our full committee. We are a small group 
of the Education and Labor Committee looking into it, and it will 
be debated very much. But I wanted to make that clear to you. 

Mr. Ecoer. I have the final figures for 1956 on operating results of 
department stores. 

Mr. Hott. In the Nation ? 

Mr. Eccrr. Yes. 

Mr. Hour. I think we had some other testimony in Washington on 
that. What do you gentlemen from Louisiana and Texas pay ? 

Mr. Gatiacuer. You mean rates of pay. Well, I will tell you. 
You have to visualize a department store in three different categories. 
One is your sales help, another is your nonsales help or cleric al help, 
and the third is your labor. That is more prevalant in the large store 
than it is in the small store. And then a fourth classification is, you 
might say, your general department store in a smaller town. 

Now, generally speaking, in the large department store, the sales 
help is strictly a job of production on “the part of the salesman. It 
is generally prevalent all over Louisiana to have the sales help on a 
drawing account and on a commission against the drawing account, or 
a salary plus a drawing account. 

Now, it has been my opinion in the nonselling help that, due to the 
commission we are receiving, particularly in New Orleans, from the 
oil industry and other manufacturing industries, it is absolutely im- 
possible to get anybody to work, even at the proposed minimum, here. 

And it is also impossible to get them unless you are able to guarantee 
them a 40-hour week. Now, I am talking about the nonselling help. 

Now, of course, the laboring element in the stores is under the mini- 
mum wage at the present time. You might classify the maids, for 
example, in a department store, as in the same category as a domestic 
maid in yourown home. They do pretty nearly the same kind of work, 
cleaning and sweeping, and those kinds of things. So you have to di- 
vide a store in many ways. 

Mr. Horr. All right. We have got it divided. Now, what do they 
get? 

Mr. Gatiacuer. No. 1, the sales help exceed the minimum wage gen- 
erally speaking, né aturally, or else they would lose their job because » the 
store couldn’t afford to keep them. And, generally speaking, nonsales 
help or the clerical help receive the minimum wage and above, because 
of competitive business. And, No. 3, the laboring help receive under 
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the minimum. But I don’t think in many cases—in large cities it is 
larger than it is in other cities. In New Orleans it is around 60 to 65 
cents. 

Mr. Hour. What is the size of your operation, and what percentage 
of the retailers do you represent? 

Mr. GALLAGHER. We have 3,000 members out of a total of about 25,- 
000 retailers in the State of all kinds. Twenty-five percent of our 
members have a total volume of under $100,000 a year, which is really 
an organization of small business. Only 15 percent of our member- 
ship havea total sales of over $100,000 a year. 

Mr. Hour. How about the other gentleman ? 

Mr. Dix. Our Texas Retail Council is a federation of statewide 
merchants associations who discussed with me the preparation of this 
statement we have here. We have an underlying membership of about 
26,000 retail merchants in Texas. Of course, they come, one or several, 
from each one of our 254 counties. And I believe at one time it was 
computed by the Texas employment commissioner, who ran an IBM 
list, or cards, rather, on people who were then employing 6 or more 
employees, that, I think, around 79 percent of our people employ less 
than 8 employees. That was a couple of years ago. So our member- 
ship is essentially small stores, and, of course, they come from counties 
like Loving County, with 450 for the entire county, up to a few of 
our larger counties ‘that brush up close to a million. 

Mr. Horr. I want to thank you, — for the answers to my 
questions, and just say this to you: I do not know whether you were 
here the other day when we had testimony, but my able colleague, 
Mr. Teller, who is a very astute lawyer, and quite familiar with this 
legislation, perhaps more so than anybody on the committee, brought 
out the fact as to how the administrators, present and past, are in- 
terpreting this law. So that is why we are being very careful as to 
what we recommend, and we are going to go into the administration of 
the act when we go back to Washington. Because we well realize that 
when a law is put on the books we have the human, bureaucratic side 
to it, and we do not want to hurt any businessman unjustly. 

Mr. Eacer. Thank you very much. And I hope you don’t think I 
was facetious when I made whatever statement I did, Mr. Teller. 

Mr. Tei fe On the contrary ; that is how we learn. 

Mr. Dix. I appreciate the opportunity to be here, and I think that 
is an excellent piece of work to review the administrative matter, 
because there is nothing that befuddles the small-business man, the 
employer employing 4 or 5 workers, more than to have to work under 
so many layers of administrative rules. 

Mr. Teter. That is where legislation often gets lost. 

Mr. Hussey. The next witness is Mr. Kemp, organizing director 
of the Retail Clerks International Association. 


STATEMENT OF WILLIAM KEMP, ORGANIZING DIRECTOR, SOUTH- 
ERN DIVISION, RETAIL CLERKS INTERNATIONAL ASSOCIATION, 


AFL-CIO 


Mr. Kemp. Mr. Chairman and committee members, I have a pre- 
pared statement which was furnished you by our Washington ia 
It is quite lengthy. And, if you will permit me, I won’t read it. I 
will read a shorter statement. And I have some remarks I would 
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like to make with regard to the economic conditions, not only nation- 
ally but in the South especially. 

Mr. Teter. We will, without objection, have your longer statement 
made part of the record. 

Mr. Kemp. And there is one error I would like to have changed. 
On table 6, page 9, of the full statement, the year should read “1954” 
instead of “1945.” That is a typographical error which we discovered, 

Mr. Tetrer. That should be November 1954 instead of November 
1945? 

Mr. Kemp. That is correct. It is just a typographical error. 

(The statement referred to is as follows:) 


STATEMENT OF WILLIAM Kemp, OrGANIZING DirecToR, SOUTHERN DIVISION Retar, 
CLERKS INTERNATIONAL AssocraTIon, AFL-CIO 


Mr. Chairman and members of the subcommittee, my name is William Kemp, 
I am organizing director of the southern division of the Retail Clerks Inter- 
national Association, AFL-CIO, on whose behalf I am appearing in support of 
H. kK. 4791. I thank you for giving me this opportunity to appear before you 
to present facts about the retail industry in the Southern States. I do not in- 
tend to discuss the provisions of any particular bill. 

There is presented below information prepared by my organization pertaining 
to wages and hours in southern retailing, cost of living in the South, State 
minimum wage legislation, business operations of southern retail firms, and 
estimates of the number of employers in southern retailing firms with annual 
volume of sales over $500,000. 


I, WAGES IN SOUTHERN RETAILING 


Hourly and weekly wages of employees in the retail industry in the South 
are the lowest for the industry in the country, despite the fact that the cost 
of living in the southern cities is often just as high and sometimes higher than 
comparable cities in other regions of the United States. 

Surveys on wages and hours made over the past dozen years establish these 
facts. For example, in 1945 the Bureau of Labor Statistics conducted a survey 
of average hourly earnings in limited price variety stores.. This survey in- 
cluded 50 selected city wage areas, 12 of which were in the South. It also 
classified these areas in nine geographical regions. In these 9 regions average 
rates varied from 55 cents an hour in the Pacific region to 33 cents in the South- 
east. Only 1 percent of the southeastern workers in these variety stores earned 
as much as 65 cents an hour against 12 percent on the west coast. While 48.2 
percent of variety store workers earned less than 40 cents an hour in the United 
States as a whole, 77.3 percent and 83.8 percent earned less than 40 cents in 
the Southwest and Southeast regions, respectively, when the Federal legal 
minimum was 40 cents an hour. 

In May-July 1950 the Bureau of Labor Statistics made a study of straight- 
time weekly earnings and average weekly scheduled hours in selected occupa- 
tions in department and women’s ready-to-wear stores in 17 cities throughout 
the country.” These included the southern cities of Atlanta, Dallas, and New 
Orleans. Average weekly earnings for cashier-wrappers in Atlanta were $27.59, 
and in Dallas $29.99. The rate for New Orleans was unavailable. For women 
sales clerks in the boys’ furnishings department, average wages were $34.31 in 
Atlanta, $43.86 in Dallas, and $34.35 in New Orleans. In the notions and trim- 
mings department the average rates were $31.01 in Atlanta, $51.80 in Dallas, 
and $29.41 in New Orleans. And in the department of women’s and misses’ 
dresses, average earnings were $37.72 in Atlanta, $44.47 in Dallas, and $38.20 in 
New Orleans. Of the 17 cities studied, weekly earnings were unusually highest 
in Chicago, New York, Pittsburgh, and San Francisco-Oakland. Earnings at 
the lower levels were commonly found in Atlanta, Baltimore, Buffalo, New Or- 
leans, and Providence. 


1U. S. Department of Labor, Bureau of Labor Statistics, Wage Structure, Limited Price 
Variety Stores, 1945, series 2, No. 21. 

2U. S. Department of Labor, Bureau of Labor Statistics, Wage Structure, Department 
and Women’s Ready-to-Wear Stores, 1950, series 2, No. 78. 
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In 1953 and early 1954 the Bureau of Labor Statistics conducted areawide 
surveys of earnings and hours in office occupations and plant (nonselling) em- 
ployees in retail trade in six areas including Dallas and New Orleans.’ In 
Dallas for 12 such office occupations, ay erage weekly earnings in the retail trade 
group were lower than in manufacturing in every case and lower than in non- 
manufacturing in 11 instances. Such earnings in retailing lagged behind those 
for the same jobs in manufacturing anywhere from $1.50 to $18.50 per week. 
They trailed nonmanufacturing by 50 cents to $7.50 per week. 

In New Orleans, for 15 office occupations, there was only one instance where 
retailing showed average weekly earnings above manufacturing and nonmanu- 
facturing. In the other 14 cases retailing trailed manufacturing by anywhere 
from $5.50 to $18.50 per week. Earnings in retailing for the same jobs lagged 
behind nonmanufacturing from $2 to $10.50 per week. 

In 1954, the Bureau of Labor Statistics estimated average hourly earnings 
in retail trade in August of that year at $1.47. Using this figure as a starting 
point, estimates have been developed by the Bureau for each of the lines of 
retail trade in the United States and separately for the South, as illustrated in 
table 1 below. 


TABLE 1.—Estimated average hourly earnings in retail trade, by kind of business 
and region, August 1954+ 


Gross average hourly earnings ! 


| 
Kind of business fi 








3 


|U nited Sts ates| South | Non-South 
| 
All retail trade (except eating and drinking) - ----- | $1. 47 | $1. 29 | $1. 53 
Food group-. 1,51 | 1, 28 1. 59 
General miscellaneous group 1, 22 1.09 | 1, 26 
Department stores. wubdeusudecaee Lehseieeeeel 1.31 | 1.19 1. 34 
i... ewsténtuiisnerasapeapunl . 91 79 | . 96 
Apparel group 1, 43 1,21 | 1, 48 
Furniture, furnishings and appliance group | 1, 60 1. 44 | 1, 68 
Automotive group : éoes | 1.81 | 1. 60 | 1.90 
Gasoline service stations ‘ bob ie 1,47 1, 28 | 1. 54 
Lumber, building and hardware. ---- 50 aeclh Gibiie Mea a 1, 59 1, 38 1. 66 
Drag end proprictary stores...............-.....-....- 1, 23 1,10 1.31 
AE GURS PURE GUEB ob a wenliidadd i neceddswcdsctipentsabwosieds 1, 51 1 1. 56 


1 These gross hourly rates include the earnings of executive, managerial, and supervisory employees. If 
the earnings of these two groups are excluded, as they should be for the purposes of the legislation pending 
before this subcommittee, the rates in table 1 would be reduced by at least 10 percent. 


These gross hourly rates include the earnings of executive, managerial, and 
supervisory employees. If the earnings of these two groups are excluded, as 
they should be for the purposes of the legislation pending before this subcom- 
mittee, the rates in table 1 would be reduced by at least 10 percent. 

The only conclusion to be drawn from these estimated rates is that the South 
trails substantially behind both the United States and non-South averages. 

The Bureau of Labor Statistics in 1954 made estimates for multistate enter- 
prises of the low-wage general merchandise groups. For the country as a whole, 
the proportion of workers receiving under 75 cents is estimated at 10 percent; 
under 90 cents, 25 percent; and under $1, 40 percent. For the South, for gen- 
eral merchandise stores, the proportions are: under 75 cents, 35 percent; under 
90 cents, 50 percent ; and under $1, 65 percent. 

The nationwide retail trade survey in 1954 by the Bureau of the Census pre- 
sents valuable information relative to number of establishments sales, employees, 
and payroll rata. Of particular interest are earnings data for full-time em- 
ployees in the general merchandise group as shown in table 2 for 11 Southern 
States. 





3U. S. Department of Labor, Bureau of Labor Statistics, Wages and Related Benefits, 
Major Labor Markets, 1953-54, pt. I, Bulletin No. 1157-1. 
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TABLE 2.—Average weekly and hourly earnings computed* from payroll, work- 
week ended nearest Nov. 15, 1954, for general merchandise group employces 
working full workweek schedule * 








i ! 
Hourly earn- Average Hourly earn- 
State Weekly ings, 48-hour | hourly earn- | ings, 40-hour 
earnings | workweek | ings, 44-hour; workweek 
workweek 

BI ak ES Ge ee $43. 00 | $0. 896 $0. 977 $1. 075 
Arkansas_..__--.._-- iesermterares — 40. 00 - 833 . 909 1.00 
NE a Mt ee oS ed nh eee teenie | 46. 00 . 958 1, 045 1.15 
Georgia --_....-.- ééas%- Sea ke 45. 00 . 938 1, 023 1.12 
ale esc cei ora si 43. 00 . 896 | . 977 1. 075 
Mississippi_- Se dateaaiell <ncitimaneitater dine be jateiecl 49. 00 1.021 | 1,114 1. 225 
ec erearal 42. 00 875 | 955 1. 05 
ee eee 8s 41.00 | . 854 . 932 | 1.025 
ee 4. oa oaks pesca ou 43. 00 . 896 .977 | 1. 075 
I eth nwnnceplidaieeholbith th nebo oe aii 47.00 979 1. 058 | 1.175 
EE cciindusndeangaes aion calenea 44. 00 -917 1.00 | 1.10 








1 Average weekly earnings computed by dividing number of paid employees, for full workweek ended 
nearest Nov. 15, 1954, into payroll data for full workweek ended nearest Nov. 15, 1954. 

2U. S. Department of Commerce, Bureau of the Census, Bulls. R-1-2, R-1-4, R-1-10, R-1-11, R-1-18, 
R-1-24, R-1-33, R-1-40, R-1-42, R-1-43, R-1-46, 1954 Census of Business, Retail Trade. 


These figures show that average weekly earnings range from a low of $40 
in Arkansas to a high of $49 in Mississippi.* On the basis of a 48-hour work- 
week, average hourly earnings range from 83.3 cents to $1.021 cents in Arkansas 
and Mississippi, respectively. For a 44-hour workweek, the span is from 90.9 
cents to $1.114 in the same 2 States, and on a 40-hour workweek basis the rang 
is $1 to $1.225 for the same States, When these figures are compared with 
national data, perhaps 30 percent of large southern retail enterprises earn less 
than $1 an hour. 

Safeway Stores, Inc., the second largest food chain in the country, reported 
to a subcommittee of the Senate Committee on Education and Labor in 1955 the 
hourly wage rates as of April 23, 1955, for its store employees in numerous cities 
throughout the country. These included Dallas, El Paso, and Little Rock.’ It 
should be noted that the Retail Clerks International Association has agreements 
with Safeway Stores in Dallas, El Paso, and Little Rock. This fact makes the 
rates for these cities higher than other retail food stores in the same cities. 


TABLE 3.—Hourly wage rates of food clerks, Apr. 23, 1955, Safeway Stores, Inc., 
in southern cities and Los Angeles and Fresno, Calif. 


City Highest Lowest 
hourly rate | hourly rate 


Los Angeles. - ; ; oon ; $2. 290 $1. 580 
Fresno. .-_. ‘ aad . : 2. 280 2. 150 
Dallas ee sbakoe - 1. 460 . 850 
E] Paso-__- eer eere eee ouih ‘ | 1. 500 1. 100 
NS ee PEAT Sia : ; am 1. 470 1.000 


The rates appearing above in table 3 are one more clearcut illustration of 
how wages in the southern communities trail those in other regions of the 
country. Of the 22 cities appearing in the Safeway Co. report, the highest 
paid hourly rates are in the 2 California cities of Los Angeles and Fresno. 

The southern regional office of the Bureau of Labor Statistics in 1956 com- 
pleted surveys of hourly earnings, including those of retail-sales employees, in 
Spartanburg, S. C., Fort Smith, Ark., Dothan, Ala., Meridian, Miss., Athens, 
Ga., and Dalton, Ga., for the month of April 1956. Rates for both salesmen 
and saleswomen are set forth in table 4 below. 





* These weekly rates include the earnings of executive, managerial, and supervisory em- 
ployees. If the earnings of executive, managerial, and supervisory groups are excluded, 
as they should be for the purpose of the legislation pending before this subcommittee, these 
rates would be reduced by at least 10 percent. 

5 Hearings before the Subcommittee on Labor of the Senate Committee on Labor and 
Public Welfare, 84th Cong., ist sess., on S. 18 et al., April 26 to May 5, 1955, vol. 3, p. 2037. 
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TABLE 4.—Average hourly earnings in selected southern cities, April 1956 








City and State Salesmen Saleswomen 
Meertembarg, 8. 0... 222.05 cin vccinns kta Serko inandsteedslasneneeanes $1. 33 $0. 73 
EE AS DO Rintiaccincameniditnn phbekoumeeeuinien celta pias vi eteimiatala euivainhs ina Te 1, 29 . 83 
A Te. oon: paewoscskdeisdatgtatadveiddiaeUeWabksurdlantnG@uwunia 1.39 1.04 
I UD og. as ob) coe dil chin walnn Maal ean seendee nana 1. 48 1.03 
alse paiement blicbe ds the'nne tr da sieibcobictadvenen iglesia ana dinen aaa 1. 52 .97 
EE CARs. on oncaccnkonsulistnudaphpgnacseesdssnbeehidunesnneteeieanstaiins 1, 67 o@@ 





It should be carefully noted that these rates of hourly earnings are averages, 
so that there obviously are many salespeople earning less than the rates above. 


II. HOURS AND PART-TIME WORK IN SOUTHERN RETAILING 


In the Bureau of Labor Statistics 1950 study of hourly earnings and weekly 
scheduled hours in department and women’s ready-to-wear stores in 17 cities, 
including Atlanta, Dallas, and New Orleans, results showed that in virtually 
all cities studied except Boston, most or all the stores had a work schedule of 
40 hours a week for their full-time employees.® 

In 1951 the National Association of Food Chains surveyed wages and work- 
weeks in 25 foodstore chains by geographical region.’ For store clerks in the 
grocery, produce, and meat departments, all regions showed a 5-day workweek 
except the southeast and southwest regions. These regions reported a 6-day 
workweek. 

In the 1953-1954 Bureau of Labor Statistics’ studies in 13 urban areas, of 
which Atlanta, Dallas, and New Orleans were a part, data were compiled rela- 
tive to scheduled weekly hours for office occupations and plant (nonselling) em- 
ployees in the retail trade. Results of these studies are shown below in table 5. 


TABLE 5.—Percentage distribution of scheduled weekly hours in retail trade, 
selected urban areas * 


A. OFFICE EMPLOYEES 














| 

City and State 40 hours Over 40 to Over 44 

or less 44 hours hours 
he 5 aE . Gatiniciiealitia wadieeh Deedee | 75. 2 | 23.6 | 1,2 
New Orleans, La_. roe a a . = ; -| 70.1 18.3 | 11.6 
Gineta Oe oc ke no allah Re 92.3 | 3.9 | 3.8 

| | 
B. PLANT EMPLOYEES 

Dallas, Tex.-. ; in <onsadimmcneie’ smi tetaeess 35.8 32.3 31.9 
a ee ae 47.4 12.1 40. 5 
Atlanta, Ga_.__._-- pda nh ta wisee teddies Wi Seauean : 53.1 11.7 35.3 


1U. S, Department of Labor, Bureau of Labor Statistics, Wages and Related Benefits, Major Labor 
Markets, 1953-54, pts. I, II, and ITI. 


According to these data, nearly 25 percent of the office employees in Dallas 
retailing regularly worked over 40 hours per week; nearly 30 percent did 
likewise in New Orleans; and 7.7 percent in Atlanta. Over 64 percent of the 
nonselling plant employees in Dallas regularly worked more than 40 hours per 
week. In New Orleans 52.6 percent of these employees put in over 40 hours. 
And 47 percent of them did the same in Atlanta. 

Part-time employment in the retail trade varies widely, depending on the 
particular type of business. Table 6 below shows that in 1954 approximately 
17 percent of all paid employees in retailing in 11 Southern States worked 
less than a full workweek. However, the grocery trade in Alabama shows an 
average of nearly 30 percent part-time employment, while employment data 


*U. S. Department of Labor, Bureau of Labor Statistics, Wage Structure, Department 
and Women's Ready-to-Wear Stores, 1950, series 2, No. 78. 

7 National Association of Food Chains, Occupational Salary and Wage Survey of the 
Food Chain Industry, pp. 6-14. 
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for appliance, radio and TV stores in the same State show less than 10 percent 
part-time employment. The grocery trade has over 14 times as many employees 
as appliance stores have. 


TasLtE 6.—Total number of employees and percentage working less than full time 
in November 1954, in 11 Southern States * 








| Percent of | Percent of 
Total | total work- Total | total work- 
State number of | ingless_ |} State number of ing less 
|} employees |_ than full | employees | than full 
| workweek | workweek 
ee Sa) 93,013 | 15. 91 North Carolina... 143, 750 19. 55 
Arkansas__---- . 53, 985 15.17 || South Carolina 68, 748 19. 52 
id 169, 913 12. 22 || Tennessee. __- 121, 963 | 15. 27 
| Sa “ 131, 569 | 16.00 || Texas.......-..--.-------| 380, 951 15. 36 
Louisiana. __._- Fi 107, 833 11. 51 Virginia... A | 143, 858 16. 19 
Mississippi. _.........-.--} 55, 782 14. 74 | 
| 


| 
| | | 


1U. 8. Department of Commerce, Bureau of the Census, 1954 Census of Business Retail Trade. 

In conclusion, there appears to be no real difference between the amount of 
overtime work in southern retail stores and northern retail stores. For this 
reason, I believe that the cost of paying time and one-half for hours worked in 
excess of 40 a week to large retail establishments would be very negligible. Our 
organization has estimated that for the country as a whole, the cost would be 
less than 1 percent of payroll and perhaps one-tenth of 1 percent of total sales.* 


Ill. COST OF LIVING IN THE SOUTH 


There is no legitimate justification for a variation in wages and hours by 
areas on a geographical basis, since there is only a slight variation in the esti- 
mated annual cost of a city worker’s budget. The range of the city with the 
lowest modest but adequate budget for a worker’s family of 4, husband, wife, a 
boy aged 13, and a girl aged 5, in March 1955, was $3,887 for New Orleans, or less 
than 10 percent of the median for such budgets for 34 cities and the highest city 
budget (Washington, D. C.) was $4.541, only 5 percent above the median cost.” 

While there are differences in living costs as between individual communities 
there is little systematic difference in the cost of these budgets in various geo- 
graphical areas. Some southern cities are below the median (New Orleans, at 
$3,887 ; Mobile, Ala. at $4,047; Savannah, Ga. at $4,147; Norfolk, Va. at $4,227) 
while others (Memphis, Tenn. at $4,272; Jacksonville, Fla. at $4,284: Birming- 
ham, Ala. at $4,335; Houston, Tex. at $4,388; Atlanta, Ga. at $4,409; Richmond, 
Va. at $4,423) are above the median for the 34 cities. 

Furthermore there is no relation of such living costs to the population or 
size of a city or town. Smaller towns and cities may have as high or higher 
living costs than larger ones and variations among cities of the same size are 
often greater than those between large and small cities and towns.” In 1946, 
the Senate Committee on Education and Labor in reporting out a bill to in- 
clude large retail establishments under the Fair Labor Standards Act stated: 

“From the testimony presented it may be concluded that the cost of living 
does not vary greatly from one geographical area to another although there are 
some slight variations. Studies made by the Bureau of Labor Statistics show 
that the difference in the cost of living between a city of 100,000 or more and one 
of 2,500 persons might be at the most 15 percent and probably not more than 
10 percent. It is quite obvious from an examination of the data and testimony 





8 See letter of March 18, 1957, from James A. Suffridge, president of Retail Clerks Inter- 
national Association, AFL-CIO, to Hon. Augustine B. Kelley, chairman of this subcom- 
mittee which has been inserted in the record oft he hearings now being held. 

®S84th Cong., 2d sess., staff report to the Subcommittee on Labor of the Committee on 
Labor and Public Welfare, U. S. Senate, on Retail Establishments and the Fair Labor 
Standards Act (1956), p. 131. (These figures represent the cost of the same budget priced 
in different cities. The median was $4,270.) 

2° Staff report, op. cit., pp. 131, 132. 
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that the principal difference between urban areas and rural areas or between 
geographical areas is primarily one of living standards and not of living costs.” 

Variations in housing costs in these budgets account for almost all of the cost 
difference between cities.” The range in October 1951 for the same type of 
accomodation was $581 in New Orleans to $1,034 in Washington, D. C. When 
local sales taxes are excluded, there is practically no difference in food costs, 
which make up one-third of the total budget between the 10 southern cities and 
the 24 other cities in the North, and the West.“ When local taxes on food are 
included, Savannah, Mobile, Atlanta, and Birmingham had the highest food 
costs of this modest budget for a workingman and his family. 

The hourly wage at full employment in a year needed to provide a family with 
such modest budget requirements in March 1955, ranged from $1.869 in New Or- 
leans, La., to $2,126 in Richmond, Va., as illustrated in table 7 below. 


TasBLe 7.—Hstimated annual costs in city worker's family budget for four persons, 
and hourly rates at full time annual employment needed to meet such budget, 
10 southern cities, March 1955 * 


Hourly rate 
City and State Total needed at 40 
budget | hours a week 

| | for 52 weeks 


New Orleans, La... $3, 887 $1. 869 
Mobile, Ala ; 4, 047 1. 946 
Savannah, Ga : 4,147 | 1. 994 
Norfolk, Va-_-- 4, 227 2. 032 
Memphis, Tenn-- ‘ 4, 272 2. 054 
Jacksonville, Fla. . 4, 284 2. 060 
Birmingham, Ala.... id 4, 335 2. O84 
Houston, Texas : 4, 388 2.110 
Atlanta, Ga_- ‘ 4, 409 | 2. 120 
Richmond, Va F , i. 4, 423 2. 126 


1 Staff Report, op. cit., p. 131. (Hourly rates calculated by dividing the total annual budget cost t 
2,080 hours, i. e., 40 hours a week, 52 weeks a year.) 


y 


A study for December 1956 shows that the figure for Atlanta has risen to 
$4,462 and for Houston, Tex., $4,489," a rise of a little over 114 percent. 

All of these studies show clearly that living costs in large northern and 
western cities such as New York, Chicago, Philadelphia, Detroit, are no higher 
and often smaller than such cities as Atlanta and Houston. It costs just as 
much to live in Atlanta as in Detroit, Los Angeles, and Chicago, but the wage 
rates in Atlanta are much lower than in these three cities. Similarly Memphis, 
Tenn., and Richmond, Va., are higher than New York and other large cities in 
the North and West. 

It should be noted that the Bureau of Labor Statistics’ Consumer Price Index 
for Houston, Tex., in February 1957 was 20.5 percent above the base years, 1947-— 
49; for Atlanta, Ga., in March 1957, was 20.6 percent above the base years, 
1947-49, which had risen higher than the index for such cities as Los Angeles, 
Calif., St. Louis, Mo., Philadelphia, Pa., Baltimore, Md., Cincinnati, Ohio, New 
York City, Cleveland, Ohio, Washington, D. C., Scranton, Pa. There were only 
four reported cities, San Francisco, Chicago, Detroit, Seattle, in which the rise of 
the cost of living was greater than Houston and Atlanta in the same period. 

These figures knock into a cocked hat the myth of lower living costs in the 
South. Furthermore, living costs in southern cities have increased more rapidly 
since the end of the war than those in the North and the West. There is no 
justification, whatsoever, based on living costs, for lower retail wages in the 
South. 

Furthermore, despite the low wages among the southern retail employees, 
the retail prices of the same products sold in the North and the West are sub- 
stantially the same in the South as in those areas. An excellent example of 
this is F. W. Woolworth & Co. It is a well-known fact that most of the brand 


“Report of the Senate Committee on Education and Labor on S. 13849, 79th Cong., 
2d sess., Rept. No. 1012, pt. 2. Mar. 5, 1946, P 20. 

220. S. Department of Labor, Bureau of Labor Statistics, Monthly Labor Review, May 
1952, p. 520. 

18 Tbid., p. 521. 

4 Retail, Wholesale, Department Store Union, AFL-CIO, the Record, March 31, 1957, 


p. 11. 











1244 FAIR LABOR STANDARDS ACT 


articles sold by this company are retailed at the same price throughout the 
country. 

The international office of our organization conducted a special sample survey 
of three standard brand products of identical size, package weight, and the like 
in 1956. It was established that the price of these 3 products in Woolworth 
stores was exactly the same in New Orleans as in 6 northern and western cities 
despite the fact that salesclerks in Woolworth stores in New Orleans receive 
hourly earnings anywhere from 30 to 50 percent less than in those in these 6 
cities.* 

IV. SOUTHERN STATE MINIMUM WAGE LEGISLATION 


The only Southern State with a minimum-wage law is Arkansas. This law 
was enacted in 1915 and was amended in 1943 at $1.25 for an 8-hour day or 
15 cents an hour for female employees in retail trade. This information clearly 
shows the need to apply the Federal minimum-wage law applicable to large 
retailing firms. 

It is interesting to note that a recent North Carolina minimum-wage bill 
providing for 55 cents an hour, no overtime clause, and imposing no restriction 
on working hours, was opposed by part of the retail industry of that State and 
the bill did not pass. The Charlotte (N. C.) News, in support of this bill, 
stated: 

“Some 45,000 North Carolina workers in retail and service establishments 
are receiving wages of less than 55 cents per hour * * * it is (therefore) not 
surprising that we are fourth from the bottom among the States in per capita 
income.” * 


Vv. ESTIMATES ON RETAIL BUSINESS IN SOUTHERN STATES WITH ANNUAL VOLUME 
OF SALES OVER $500,000 


For 11 Southern States table 8 below presents a breakdown on a State-by-State 
basis of estimates of the proportion of total retail establishments in these States 
doing over $500,000 annual sales volume. Also indicated are the percentages 
of total sales and total payrolls of these establishments to those of all retail 
trade in the South. Unfortunately, data on employees in retail establishments 
doing more han $500,000 annual volume are not available. 

In these 11 Southern States the average percentage of the retail establish- 
ments doing more than $500,000 annual sales volume to all retailing is 2.73 
percent. The national ratio is 3.6 percent. The average percentage of total 
retail sales for these southern establishments is 35.9 percent. The national 
ratio is 42.9 percent. 


TaBLe 8.—Percentage of retail establishments (sales and payrolls) doing more 
than $500,000 annual sales volume 











| 

Percent of | Percent of 

State |} allretail | Percent of total pay- 

establish- total sales | roll, entire 

ments year 
| 

aan dieaiaeatiahaameseinnedtiaeitt Sergey Re 
i at i i ae Gk sk tse Selena 2. 48 | 85. 16 | 24. 16 
FI i wterdinintinc ante itndmnmipsitil ibeneinsia wae as 1.98 | 26. 99 29. 88 
Florida......---.- en ; ee soe 3.38 45.03 | 44.00 
SEE LL pd sbuiiss odbkbabucessiucs Diesen , 2. 88 | 38. 75 42. 08 
Louisiana... .--- Bhd ianenies sodhibeivte : bance 2. 64 39. 60 | 45.09 
ON RE ee ‘ nenrehas 2.02 | 25, 87 29. 13 
North Carolina. aaieminiaheaten —ane | 2. 76 | 34. 09 36. 11 
et GIMNEEN. oibc loss Seco cctweccccus 2.21 | 28. 39 29. 42 
NUD 625 in Se biel. Speptione athnidoustbhd bai buen 2.72 | 88. 31 42. 41 
Teras.........--- Terrase teatiacieeinennen al 3.21 | 40.58 | 42. 50 
Cee 3. 78 42.13 | 42.13 


Source: U. 8. Department of Commerce, Bureau of the Census, Bulletin R-2-2: 1954 Census of Business, 
Retail Trade, Sales Size, pp. 2-12 to 2-144. 





% Hearings hefore a subcommittee of the Committee on Education and Labor, House 
of Representatives, 84th Cong., 2d sess., on bills relating to extension of coverage of the 
Fair Labor Standards Act, July 19, 1956, pp. 12-13. 

1¢ Staff report, op. cit., p. 182. 
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VI. BUSINESS OPERATIONS OF SOUTHERN RETAIL CONCERNS AND NATIONAL CHAIN 
FIRMS WITH STORES IN THE SOUTH 


In order to show the extent to which large retail operations function in the 
South, we have selected a total of 20 large retail firms doing far in excess of 
$500,000 annual sales volume, whose executive offices and stores are located 
in the South. 

Table 9 lists these 20 companies in 5 different retail groups so as to show the 
specific nature of their business. Information contained in the table on these 
large southern retail concerns suggests that they are thriving businesses. Net 
profits before taxes, for example, compare favorably with the same type and 
size of retail firms in other sections of the country. 

A sizable number of big, multistate retail chainstore organizations has 
numerous outlets doing heavy business volume throughout the Southern States. 
Table 10 lists 19 such large firms, all of which have their headquarters offices 
located in States outside of the South. 

Information from the table shows that the Kroger Co., for example, has an 
approximate total of 1,476 stores, 280 of which are located in 9 Southern States. 
Kroger has its main office in Cincinnati, Ohio. 

The J. C. Penney Co., of New York City, is reported to have about 1,650 outlets 
throughout the country, with 318 or over 19 percent of them in 11 Southern 
States. 

W. T. Grant Co., of New York City, with a reported total of 574 retail stores 
has 93 of these outlets scattered throughout 11 Southern States. 

Walgreen Drug Co., of Chicago, with a reported total of 386 retail units has 
89 or 24 percent of them in 11 Southern States. 

Diana Stores Corp., with headquarters in New York City, has a total of 179 
apparel shops, 104 or 58 percent of which are in 7 Southern States. And Mangel 
Stores Corp., also of New York City, with a reported total of 118 retail shops, 
has 88 or nearly 75 percent of them distributed throughout 11 Southern States. 

It should be noted that an expert for the Senate Committee on Labor and 
Public Welfare estimated that on the basis of 25 percent of all employees of 
large interstate retail establishments receiving less than $1 per hour, the cost 
of raising their wages would be about 5 percent of payroll. Since about 30 per- 
cent of employees of larger retail establishments in the South receive less than 
$1 per hour, the cost to all southern retailers would be slightly in excess of 5 
percent.” 





17 Amending the Fair Labor Standards Act of 1938, hearings before the Subcommittee 
on Labor of the Committee on Labor and Public Welfare, U. S. Senate, 84th Cong., 
2d sess., on S. 662 et al., May 8—18, 1956, pp. 258-259. 
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TABLE 10.—Nonsouthern chainstore firms with outlets in Southern States 


Company 


Grocery stores: 


National Tea Co.-_.-- o 


Kre ger I ik cnt ie 


Safeway Stores.......... 


Department stores: 


Allied Stores Corp-.. 


City Stores Co...-. 





Federated Department Stores. - 


J, C. Penney Co... 


Sears, Roebuck & Co 
Montgomery Ward & Co 


Drug stores: 


Var 


Peoples Drug Stores--.- 


W algreen’s. 


ietv stores: 


F. W. Woolworth Co. 





Location of executive 
headquarters 


Chicago, Ml. ....-..... 


Cincinnati, Ohio- 


Oakland, Calif....._-.- 


New York City___.-- | 
| 
| 
| 


Philadelphia, Pa___- 


Cincinnati, Ohio 


New York City_....--| 


Chicago, Tl... 


-G0.adc0 ecccedun 


Washington, D.C... 


Chicago, Tll......... 





Total 
| number | 


of 


outlets 


744 


1, 476 


2, 000 


79 


34 


1, 650 


700 
565 




















Southern outlets 

1 sinensis 
State Number 

! 

Louisiana. ----- ; 31 
Tennessee 2 s 
Alabama. -_----- 10 
Arkansas........-- 55 
Georgia. - .- os 37 
Louisiana---_-_--- 13 
Mississippi _.-.--- 23 
North Carolina. - - 9 
Tennessee... ..-- 59 
i a iin 45 
Virginia. -- 29 
Ps 33 
Texas Se 125 
Virginia... _- 67 
Texas + 3 
North Carolina 1 
Mississippi 1 
Louisiana. 1 
Virginia l 
Florida 4 
Tennessee é 1 
Georgia 1 
Louisiana_ - 5 
Alabama... 3 
Tennessee 6 
| Florida 3 
Georgia 1 
Virginia 1 
Florida 4 
Texas 7 
Alabama... 14 
Arkansas 18 
Florida. 21 
| Georgia 18 
| Louisiana _ 12 
Mississippi__.- 21 
| North Carolina 34 
South Carolina__-. 16 
lrennessee 2 
Texas 128 
Virginia 13 
Southern region_- 264 
Alabama__ 2 
Arkansas 4 
Florida 5 
| Georgia. 2 
| Louisiana 4 
| Mississippi 1 
| North Carolina 8 
South Carolina 1 
Tennessee 7 
Texas. 26 
Virginia ie 8 
Virginia_........ 43 
Tennessee 1 
Alabama... 1 
Arkansas... _--- 3 
Florida___ 13 
Georgia 4 5 
Louisiana 14 
Mississippi 2 
North Carolina. . 5 
South Carolina 3 
Tennessee 13 
Texas 28 
Virginia 2 
Alabama 17 
Georgia. .- 28 
Mississippi... 16 
North Carolina - - 29 
Tennessee 29 
Arkansas 7 
Louisiana. : 19 
Florida 39 
South Carolina 9 
Texas. : | 59 


| Virginia... : 30 
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TABLE 10.—Nonsouthern chainstore firms with outlets in Southern States—Con. 











| 
Total | Southern outlets 








Company Location of executive | number =: it tities neseetaameliial 
headquarters of | | 

outlets | State | Number 

ames a . paneer ae ——— - = | a _ mene 
Variety Stores—Continued 

Ww. 2. eee Oe... iscsi. | do ‘ } 574 Alabama 8 

| | Florida 11 

| Texas ovunl 22 

i Virginia 16 

| | Arkansas 1 

| Georgia 10 


Louisiana. 
Mississippi 
North Carolina i 
South Carolina | 
Tennessee | 
G. G. Newberry Co--- Sool do... 476 | Alabama 
| Arkansas ‘ } 
| | Florida | 
| Georgia } 
| Louisiana 
| Mississippi 
| North Carolina 
south Carolina 
‘Tennessee 
Texa 
| | | Virginia 
Specialty stores: | | 
DeJay Stores, Ine_......... do ‘ 87 | Arkansas sen (1) 
| | Gcorgia-- (4) 
| Louisiana (’) 
Mississippi } (‘) 
| North Carolina (') 
uth Carolina (*) 
| | Texas. (‘) 
| | Virginia j (') 
Diana Stores Corp. -.--_-.-- -| do ‘ igual 179 | Alabama 
| | Florida 
| j | Georgia. | 
| | North Carolina | 
South Carolina 
Tennessce 
| Virginia 
Grayson Robinson _-_--_--. ‘ do 74 | Texas 
Virginia ‘ 
North Carolina 
| | | Tennessee 
Georgi 
South Carolita__..} 
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1 Not available. 


Mr. Kemp. Mr. Chairman, my name is William Kemp. I am organ- 
izing director of the southern ene of the Retail Clerks Inter- 
national Association, AFL-CIO, on whose behalf I am appearing in 
support of H. R. 4791. I thank you for giving me this opportunity 
to appear before you to present facts about the retail industry in the 
South. I do not intend to discuss the provisions of any particular bill. 

I submit herewith for the record a detailed statement. I summarize 
this detailed statement below: 

1. Hourly and weekly wages of employees in southern retailing are 
the lowest in the industry for the Nation. This has been a consistent 
pattern for many years. The gross hourly wage in southern retailing 
in August 1954 was $1.29 in comparison with $1.53 for the non- South 
and $1.47 for the United States. Salesmen in southern cities in April 
1956 earned on the average between $1.29 to $1.67 an hour and sales- 
women from 73 cents to $1.04 an hour. Obviously, there are many 

sales people who earn less than these average rates. Perhaps 30 per- 
cent of southern retail employees in large retail enterprises (annual 
sales over $500,000) earn less than $1 an hour. 
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2. Many large retail establishments in the South have a work 
schedule of 40 hours a week for full-time employees. But the percent- 
age of employees who work over 40 hours a week is probably the same 
as for the country as a whole—about 40 percent. The cost to southern 
retail employers paying time and a half for hours in excess of 40 a 
week would be negligible. 

3. The cost of living in the South is often just as high as elsewhere 
in the country and in some southern cities higher than in the North 
and the West. The principal difference between urban and rural 
areas, or between the North and the South, is one of living standards 
and not living costs. It would take an hourly wage ranging from 
$1.87 to $2.13 in Demember 1956 to provide southern retail employees 
with a wife and 2 children with a modest standard of living. 

4. Despite lower wages in the South, retail prices of most material 
products are about the same in the South as elsewhere in the Nation. 

5. The Southern States for all practical purposes have no minimum- 
wage legislation to protect the working conditions of retail employees. 
Federal legislation to cover them is essential. 

6. The percentage of southern retail establishments with annual 
sales over $500,000 to the total for all southern retail stores is 2.73 
percent. The percentage of their sales to the total is 35.9 percent 
and of payroll about 37 percent. 

7. Net profits before taxes of large southern retail enterprises com- 
pare favorably with those in the rest of the country. It is believed 
that there would only be a small increase of southern payrolls— 
slightly over 5 percent—if the Fair Labor Standards Act would be 
amended to include employees of retail enterprises with annual sales 
in excess of $500,000. 

At this point, I would like to tell you of my personal observations 
of conditions among retail employees in the South. 

First, I would like to state that since we have furnished you with 
this prepared statement, the BLS report came out yesterday. And I 
have not got a copy of it, but I do have some notes to refer it to. 

For the purpose of the study, the 48 States and the District of Co- 
lumbia were grouped into 4 broad regions: Northeast, 9 States, 
1,966,000 employees; South, 16 States and District of Columbia, 
1,666,000 employees; North Central, 12 States, 1,947,000 employees; 
and West, 11 States, 853,000 employees. 

The proportion of employees earning less than any given amount, 
particularly at the lower pay levels shown below, varied widely among 
the regions. 

Mr. Teiier. Are you referring to people on payroll as all employees 
or just those employed by retail stores ? 

Mr. Kemp. Employed by retail stores. But this is from the BLS. 
This covers everything. 

Mr. Trier. In other words, the figures that you have been citing 
to us——— 

Mr. Kemp. Yes, sir. These figures were just released yesterday, and 
were sent to me, and I received them just before I came over here. 

Mr. Te.ter. But I would like to identify them for the record. They 
are employees employed in industry generally ¢ 

Mr. Kemp. Yes, sir. That is right. 

Mr. Trrier. How many do they total? 
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Mr. Kemp. Well, you have 1,966,000 in the 9 States in the East, 
1,666,000 in the North Central. 

Mr. Tener. Apparently they are retail employees. 

Mr. Kemp. They probably are, for stores with over $500,000. That 
is what I am interested in. 

Well, it gives the earnings of less than 75 cents an hour in the 
regions in the United States, in the Northeast, as 4 percent, and less 
than $1 an hour, 18 percent. 

In the South, the percentage of employees earning less than 75 cents 
an hour is 23 percent, and less than $1 an hour is 45 percent. 

And North Central is 8 percent earning less than 75 cents an hour, 
with 24 percent less than $1 an hour. 

In the West, 2 percent earning less than 75 cents an hour, and 11 
percent less than $1 an hour. 

I am inclined to think that this must cover retail industry. But 
these figures do not look true to me in the South, because I am familiar 
with the South. I cover 11 States. I go from El Paso to Key West 
and I have had many experiences in the retail industry in organizing 
and negotiating contracts and determining what the conditions were. 

Proportions of men earning less than $1 range from 6 percent in the 
West to 33 percent in the South. 

Similarly, the proportions of women earning less than $1 range 
from 18 percent in the West to 62 percent in the South, 

Although the South accounted for only 28 percent of the employ- 
ment in the retail trade industries it accounted for 47 percent of all 
employees in the Nation earning less than $1 and 62 percent of those 

earning less than 75 cents an hour, by contract the West accumulated 
for 14 percent of the employment in retail trades 6 percent of all 
employees in the Nation earning less than $1 an hour and 3 percent of 
those earning less than 75 cents an hour. 

Regional average hourly earnings as compared with the $1.41 
recorded for the United States were $1.68 in the West. $1.58 in the 
Northeast, $1.44 in the North Central, and $1.16 in the South. 

Since the United States Department of Labor, Bureau of Labor 
Statistics—this is the source—initial report, advance copy, employees 
earning in retail trade October 1956, BLS Report No. 319, page 2. 

Regions used in this study are: 

Northeast: Connecticut, Maine, Massachusetts, New Hampshire, 
New Jersey, New York, Pennsylvania, Rhode Island, and Vermont. 

The South: Alabama, Arkansas, Delaware, District of Columbia, 
Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, North 
Carolina, South Carolina, Tennessee, Texas, Virginia, and West 
Virginia. 

Mr. Tenure. The story that you present to us apparently is one in 
which the cost of living in the South is no less in any substantial sense 
from what it is in the North. 

Mr. Kemp. In many instances, sir, it is higher. 

Mr. Tetter. And the wage rates are substantially lower. 

Mr. Kemp. Substantially lower. 

I had yesterday an experience with one of the largest chains of 
retail food distr ibuting in the U nited States in this State, in Shreve- 
port. Our union won an election in the Kroger Co. at Shreveport 
some 3 months ago, and we are now in negotiations, or were until 
last night. Today we are on strike in Shreveport. 
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I have here the proposal the company made to us to settle the 
contract for retail sales people. The managers of the stores in Shreve- 
port, La., are receiving as much as $20, 000 per year salary, where in 
the W est, in the Northwest, in the East, the average salary is $11,000 
a year for store managers. Their salary is ened on the operating 
costs of the stores, and the only place that they can cut corners and 
save in their operating costs is in the wages of the employees, be- 
cause their prices are standard. Their price is marked by the com- 

any, and the prices are standard in St. Louis, Mo., and Shreveport, 
= ., in all standard food articles. The same applies to Texas and to 
all other Southern States. 

The minimum rate in the State of Arkansas, to digress a second, 
is 16 cents an hour. They have a minimum w age law of 16 cents an 
hour. You have no minimum wage laws in many of the other States, 
in most of them. 

The company offered us, for one bracket in Shreveport yesterday— 
aoe Kroger’s is a big operation—the sum of 45 cents an hour for 

45 hours a w eek. Next year, the hours are to be reduced to 42, under 
the company’s proposal, and the third year to 40, at the same weekly 
takehome pay. And when we went into the election they were pay- 
ing those people as little as 30 cents an hour. 

The s same applies to various other food operations, and retail 
operations in the South. 

These gentlemen that were just talking to you—I would like to 
have discussed some of their problems w ith them, because I am fa- 
miliar with them. In the large operations, M. Rich Corp. in Atlanta, 
which employs some five or six feotaned people—a big operation. 

Mr. Hour. How many people? 

Mr. Kemp. Five or six thousand—was recently taken over by the 
Allied chain. Allied also took over Maison Blanche here in New 
Orleans. They are all becoming one outfit now, one of these giant 
corporations. 

Mr. Tenurer. I do not know that Allied has taken over Maison 
Blanche. Is that not a part of City Stores? 

Mr. Kempe. That is City Stores. Iam sorry. It is Holmes: D. H. 
Holmes. I admit my error. I am a little bit carried away by these 
a Well, we organized a store in Knoxville, Tenn., called the 
S. H. George & Sons Co., which was paying rates of from $16 to 

$30 per week for their salespeople and their other people, including 
office employees, while the warehouse paid the minimum wage rate. 

Mr. Horr. Who is paying this? 

Mr. Kemp. 8S. H. George & Sons Co. 

Mr. Hor. You were talking about Holmes a minute ago. 

Mr. Kemp. I just said they were taken over by one of the chains, 
which is Alhed, I am sure. 

Mr. Tretier. One of the gentlemen still in the hearing room seems 
to indicate that Allied has not taken over Holmes. 

Mr. Kemp. It could be a misunderstanding on my part. It could 
be the City Stores that operate them. I do not know. 

Mr. Hour. I was in Holmes today. The shirt I have on I bought 
at Holmes, and the shirt there cost me the same as it cost me in Cali- 
fornia or Washington, and I bought the same kind of shirt. 

Now, what do they pay / 
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Mr. Kemp. I do not know what Holmes pays here, because I have 
not made a survey of it. 

Mr. Horr. That is all right. Go on with your statement. 

Mr. Kemp. But I did have the opportunity of reviewing the con- 
ditions in Dalton’s in Baton Rouge, who has now been taken over by 
Holmes. I do not know what they are paying now, but at the time 
we were in the process of attempting to organize the store, and we re- 
ceived some $1,900 in back wages for one woman and $1,600 for 
another for discharge for labor activities—at that time they were 
paying 50 cents an hour. 

Mr. Hour. What do they get in these big stores along the boulevard 
here in New Orleans? 

Mr. Kemp. Eighteen or twenty dollars a week. 

Mr. Teter. Where do they pay $18 or $20 a week? 

Mr. Kemp. In the 10-cent stores. 

Mr. Hour. The chainstores ¢ 

Mr. Kemp. Yes; the chainstores. I am not talking about the Mom 
and Pop stores. 

Mr. Tetuer. Is that a self-service operation ? 

Mr. Kemp. I think most of them have self-service. 

Mr. Teiier. I see. These are not salespeople. They are more in 
the nature of supervisors of goods. 

Mr. Kemp. Of course, they are required to wait on the people, too, 
if it becomes necessary. 

I would further like to point out that the large operators in the 
retail field are gradually taking over the smaller operators. Just 
Monday of this week, the Safeway Co., which is the second largest 
food distributor in the world, took over the McCartt Stores in Amar- 
illo and Borger, Tex. We happen to have Safeway under contract in 
parts of Texas and Oklahoma, and that is the reason I am familiar 
with it. I know that is true, because we are now in the process of 
organizing that group. 

We have had several experiences with the retail field in the South, 
particularly in the food field. That is what I have been most active in. 
And the drug field. And when I tell you that rates as low as 25 and 
30 cents an hour are being paid, I am not exaggerating. 

Mr. Hour. Why are you most active in the food field ? 

Mr. Kemp. Because that is where the cry for help came from. 
When the people called us in and said, “Please do something to help 
us. The only way we have to help ourselves is to organize.” We made 
tremendous strides in the last years since I have been in this area. 

Mr. Horr. There are more people employed in other lines of retail- 
ing that in food retailing. 

Mr. Kemp. Well, the conditions in the department stores were not 
quite as deplorable as in the foodstores. 

No. 1, the average workweek in the foodstore when we began the 
organizing program here 7 years ago was 44 hours a week. Now we 
have been, in many instances, successful in reducing it to 40 hours, 
and in every instance on the first year to 45, the second year to 4214, 
and the third year to 40; on a contract we have been successful in 
bringing that about. The hours were long, and, in addition thereto, 
the large chainstores are now beginning Sunday operations through- 
out the South, and they are resisting having to pay time and a half or 
double time for Sunday work. 
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I have the records, the salary records here, that came from Kroger— 
they were furnished to the National Labor Relations. Board last 
week—by people receiving as little as $18 a week im stores in Shreve- 
port for 40 hours a week. — 

Mr. Terier. Do you think that we could pass a law in one: fell 
swoop to apply the 40-hour workweek to the retail stores ? 

Mr. Kemp. I think it would be the greatest thing that has ever 
happened to the country. 

Mr. Teter. But the question is whether it would be a little too 
great all at one time. That is my question. 
~ Mr. Kemp. Well, that I cannot answer. You did in the warehouses, 
where the people were working the same number of hours, and that has 
not crippled any of the operating companies. They are still operating, 
and the profits are greater today than they ever have been before. 

Mr. Terrier. But is not warehousing a different operation in two 
respects: First, it represents a relatively small part of the labor. cost 
of operating the retail establishment, and, second, it involves a job 
of work, a continuous job of work, a continuous manual job of work, 
different from that which takes place in a retail establishment? I 
would like to get your views on that. 

Mr. Kemp. Well, I do not quite subscribe to that theory, for the 
simple reason that salespeople have a quota established by their em- 
ployer, and if they do not meet the quota they are not there long. 
They have got to produce and show profit for the employer, or they 
do not remain with him. And they have no compunction about dis- 
charging them down here. 

One of our disputes—and I am rambling on, I know—with the 
Kroger Co. in Shreveport is the fact that we will not give them until 
January 1958 before we will incorporate a seniority clause in the 
contract which would permit them to fire everybody in their employ 
past 40 years of age, by the company’s own statement. 

I talked to a lady, with this outfit that they brought here last year 
from Child’s big chain, that has been with the company 29 years. 
On her 30th year she would be eligible for retirement. But they 
want to dispense with her services, and so she cannot get any retire- 
ment from the company. 

Mr. Treviter. Are there not periods in a retail establishment when 
the salesperson has nothing to do, because there are no customers, 
whether because there just do not happen to be customers, or whether 
because of weather conditions, and is not the calculation of an hour’s 
work in a retail establishment, insofar as a retail sales employee is 
concerned, therefore somewhat different from that applicable to a 
factory worker or a warehouse worker ? 

Mr. Kemp. I would say possibly different from a factory worker 
but certainly not different from any other worker. Because when 
the customers are not in the stores, the clerks are required to put 
their stock in order and to order new stock. 

In this area, they do not have any such person to take care of the 
stock other than the salespeople. They do that without any remunera- 
tion whatsoever. In fact, in many instances they have a small draw- 
ing account, and they are on a commission. And they do not get 
any pay for stocking at all. Except in the food stores. And they 
are kept busy. They are really kept busy. 
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I would like to point out to the committee that in other areas of the 
country, especially in the food field, for these classifications where 
they are paying as little as 30 or 35 cents an hour in the South, the 
rates in the State of Missouri and in and around W ashington. and 
the West run. as much as $1.36 and $1.40 an hour for a starting rate. 

Mr. Horr. Well, you are talking about super markets. 

Mr. Kemp. I am not talking about small people. I am talking 
about stores in excess of $500,000 a year. That constitutes a big 
store. 

Mr. TrLuer. Well, we are deeply concerned about this tremendous 
disparity in rates in the South, having regard for the fact that the 
cost of living in the South is about the same as it is in the North. 

Mr. Hour. I would like to join my colleague in that, too. When 
I get back to Washington, it is my intention to recommend to the 
full subcommittee chairman that we go into this matter in the South 
thoroughly, State by State. 

Mr. Kemp. I am sure that your cost-of-living index will show that 
in no instance is the cost of living lower in our Southern States than 
in the large Western States. 

I did have the unhappy experience of discussing with a labor rela- 
tions consultant last week the cost of living in the South, and he 
informed me that the Southern people were not accustomed to the 
same types of food that they are in the North or the same types of 
clothing or housing. 

He said, “T hey live like C hinamen, and they didn’t need any more.” 

Certainly they do not live in high style, because they do not earn 
enough money. 

Mr. Tetxier. Do you have anything in your larger statement indi- 
cating a comparison of the cost of liv ing ? 

Mr. Kemp. Certainly. It is all in here. But this thing is about 
45 pages long, and I would not care to read the entire thing. 

Mr. Tetter. This commences on page 10. 

Mr. Kemp. This gives the percentages, the number of outlets, the 
store sales, the profits throughout the South, in Texas, Louisiana, and 
all the Southern States. 

Mr. Texter. Thank you very much. 

Mr. Kemp. Thank you, sir. And I would appreciate the opportu- 
nity. Iam sorry I was not better prepared, but I have been tied up 
for the last several days, and I just got here this morning to pick 
this up and get in here. 

Mr. Hussey. Mr. Chairman, the next witnesses are from the Na- 
tional Agricultural Workers Union, AFL-CIO, and here is Mr. 
Ernesto Galarza. 

Mr. Teiirr. Mr. Galarza, I understand that you are going to sum- 
marize for us the statement which you have prepared. 


STATEMENT OF ERNESTO GALARZA, NATIONAL AGRICULTURAL 
WORKERS UNION, AFL-CIO 


Mr. Gavarza. That is right, Mr. Chairman. 

Yesterday Mr. Kelley was good enough to suggest to me that the 
Committee is pressed for time, and being cognizant of that, instead 
of reading this 9-page statement, if you will allow me about 10 minutes 
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to hit the highlights of the arguments, the rest of the time is at your 


disposal. 
Mr. Tenure. Very well. 
Then we will have your entire statement incorporated in the record. 


(The statement referred to is a8 follows :) 


STATEMENT OF NATIONAL AGRICULTURAL WoRKERS Unron, AFL-CIO 


The AFL-CIO has already submitted to this committee its proposals and those 
of its constituent unions for extending the coverage of the Fair Labor Standards 
Act. The purpose of this statement is to call your attention particularly to the 
inclusion of agricultural wage earners employed on the commercial, corporation- 
type farm enterprises. 

We request that these workers be brought under the $1 wage minimum on the 
terms set forth in the bill before this committee. 

As organized labor during the last 20 years, has repeatedly urged Congress 
to include corporation farmworkers in the National Fair Labor Standards Act, 
it has been aware that such a proposal brings us face to face with a fundamental 
issue in our national life. That issue concerns the effect of the wage system 
prevailing in commercial agriculture on the wage earner as well as on the family 
farmer. 

The level of living of the hired farmworker lags drastically behind the stand- 
ards which factory and many other nonrural workers have reached. The family 
farmer is fighting a losing battle against the “factories in the fields” and finally 
abandons the struggle by migrating to the cities. 

The issue could hardly be stated more simply and directly than has been done 
by the Subcommittee on Family Farms of the House Agriculture Committee of 
the 84th Congress. Its report of August 1, 1956, declared: ‘“* * * the Nation’s 
program must begin with the family farm * * * the program should not promote 
the ‘factory in the field’ type of farming, for * * * there are no values for the 
Nation in substituting a hired labor agriculture for the independent family 
farm. * * *” Congressman Cooley, chairman of that committee, was no less 
explicit. He said: “I think that all who read this report will agree that 
America cannot now afford to allow the substitution of the hired hand industrial 
type of agriculture for the independent farm family, and that the Nation’s poli- 
cies must be shaped to perpetuate the family as the dominant operating unit 
in agriculture.” 

We doubt that there is a single member of Congress who would take exception 
to this proposition. We in the labor movement approve it, and we further 
believe that through democratic cooperation and genuine education the family 
farm system can feed and cloth the Nation efficiently and still maintain the 
values of a great American tradition. 

Our proposal that the wage earners employed by the cooperation-type com- 
mercial farms be covered by Federal wage law takes us to the heart of this 
matter. 

First, what is the commercial factory in the field, the class I form which 
is defined by the Department of Agriculture as an enterprise that sells $25,000 
or more of produce? What is its place in the industry? A summary of the 
official statistics is enough to suggest the answers. 

By the 1950 census, there were 5,379,000 farms in the United States. Class I 
farms numbered 103,000. Of a total acreage of 1,159 million the commercial 
farms held 249,989,000 acres. The total cropland harvested was 345,528,000 
acres, of which 41,042,000 acres were owned by class I enterprises. The market 
value of agricultural products sold in 1949 by all farms amounted to $22,279 
million. From the corporation farms came $5,786 million worth or better than 
20 percent from farms that represented less than 2 percent of the total farm 
acreage. 

From official sources we have other characteristics as important as the fore- 
going. The combined market value of farm goods sold by the corporation farms 
of class I and their first cousins in class II (annual sales of $10,000 or more) 
was over $11 billion, or approximately 50 percent of the wealth drawn from 
our soil by the labor of hired hands, migrants, farmers, and their families, in 
the year 1949. The average value of all farms was $13,000; of class I farms 
$110,000. oer eae for hired labor altogether totaled $2,330 million. The 
wages paid by class I farms amounted to $970,099,000 or 42 percent of all wages. 

Clearly, first class or class I farming deserves the name of corporation farm- 
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ing because it represents, not grassroots individualism reaching up into air and 
sun, but corporate efficiency reaching down from its prototypes in industry, 
transportation, processing, and finance. Thus in Louisiana there is the South- 
coast Corp., with 50,000 acres of land, net sales in one recent year of $17,887,000, 
land property carried with a book value of $1,290,000, and sugar benefit receipts 
from the United States Treasury of half a million dollars. 

But it is in California that this committee can get a good look at the future 
of corporate farming, for on the Pacific coast its future is here. 

In 1950 the census listed 137,000 farms in that State, of which 14,000 were 
in class I. The average value of all farms was $40,000; of class I farms, $170,000, 
Land in all farms totaled 36 million acres, of which 19 million were held by 
the top group. The cropland harvested amounted to 7,951,000 acres, and of 
this area 4,564,000 acres was under class I ownership. More than 70 percent of 
the capital outlays for farm labor were made by the commercial enterprises. 

These may sound like commonplace statistical bones. Possibly they become 
more alive when presented as the corporate and individual persons of some of 
the largest operators in the Golden State. 

Five years ago the Kern County Land Co. held 178,000 acres of irrigable land. 
The Standard Oil Co. held 54,000 acres; Anderson and Clayton, 19,000 acres; 
Southern Pacific Railroad, 31,000 acres. The DiGiorgio “ranch,” with head- 
quarters in San Francisco and New York, at one point owned 31,000 acres in 
California, hired more than 2,000 people, controlled the largest winery in the 
world and held a large interest in the New York Fruit Auction. When its 
founder, Joseph DiGiorgio, died, he left an estate of over $80 million. 

Crop transactions reach major proportions in corporation land. The sale of 
its entire cotton crop in 1 transaction brought 1 California operator $6 million. 
This same enterprise had sold a “piece of land” previously for $4,800,000. In this 
deal 35,000 acres changed bands, and the seller had 80,000 acres left. 

The national policy, which Chairman Cooley so firmly said should look after 
the family farm primarily, has been good to the commercial, corporate-type 
farm. 

The same California “ranch” which held the undisputed title of champion 
cotton grower of the United States on its 115,000 acres of land, received in 1953 
the sum of $1,246,000 in Federal Government benefits. In Louisiana, in 1951, 
sugar benefits paid out by the National Government amounted to $5,379,000 and 
of this substantial subsidy, 14 corporations got $837,000. The following year 
of a total of $6,665,000 in benefit payments, 104 recipients took $2,564,000. The 
other 7,900 beneficiaries shared what was left. 

But direct cash subsidies have not been the only means by which national 
policy has paved the way for corporation farming. 

It has permitted the class I farms to include the cost of hired labor in the 
computation of parity prices. When some 25 Louisiana irrigation companies de- 
manded exemption from the Fair Labor Standards Act to enable them to con- 
tinue paying as low as 40 cents an hour to fieldworkers, they got it. Within the 
last month the U.S. Department of Agriculture set wages for field labor in Cali- 
fornia at 75 cents, although the average wage for farm labor in that State is sup- 
posed to be, currently, $1.11 per hour. 

A Government agricultural experiment farm in California has for years been 

the keystone in a monopoly structure that controls the supply of cotton planting 
seed. This monopoly has operated under a contract to which the United States 
Department of Agriculture is a party. These are not the only impressive ex- 
amples of the kind of assistance that corporation farming has been receiving 
from Washington. Much more significant has been the growth, under Federal 
auspices, of a system of alien contract labor by means of which in 1956 nearly 
450,000 Mexican braceros were brought to this country for employment in agri- 
culture. The great majority of these workers was hired on commercial farms. 
Last year they were to be found in 26 States of the Union. Their number was 
equal, almost exactly, to the number of men, women, and children who made up 
the domestic migrant labor force. The record of nearly 15 years shows how the 
Mexican contract workers have been used as the instruments of the corporation 
farms to break strikes, freeze or reduce wages, and undermine further the se- 
curity of the domestic workers. 
; Recently the Federal Government has endorsed a similar program of contract- 
ing agricultural labor from Japan. The forerunners of this program—some 1,000 
Japanese—are already in California. They are here under a contract that agera- 
vates the system of indentured service which has become familiar under the 
Mexican labor program. 


air and 
dustry, 


. South-’ 


887,000, 
receipts 


- future 


1) were 
170,000, 
held by 
and of 
cent of 
rises, 

become 
ome of 


e land. 
acres: 
head- 
crres in 
in the 
len its 


scale of 
nillion. 
In this 


‘ after 
‘e-type 


mpion 
n 1953 
| 1951, 
) and 
y year 

The 


tional 


in the 
ies de- 
O con- 
in the 
1 Cali- 
S$ sup- 


+ been 
inting 
States 
ve eX- 
>iving 
deral 
early 
agri- 
arms, 
r was 
de up 
w the 
‘ation 
1e Sse- 


tract- 
1,000 
£2Ta- 
r the 


FAIR LABOR STANDARDS ACT 1257 


The argument of the corporation farmers to justify this mass recruitment 
of alien labor is of course, familiar to this committee. It is the argument of a 
so-called shortage that has lasted 15 years without relief. This was to have 
been an emergency program for the duration of World War II, but it is still with 
us and growing larger year by year. Its real purpose is to counterweigh by com- 

tition the domestic labor force that ran lives in chronic depression. 

This domestic labor force of the class I farms consisted of 485,000 persons in 
1950. The combined labor force of a sampling of 708,000 commercial farms in 
classes I and ITI totaled 835,000 persons in seasonal and year-round employment. 
This accounted for 60 percent of the hired labor force of the sampled farms. 
All farm expenditures for hired labor wages in 1949 amounted to $2,418 million, 
of which sum the class I farms accounted for $970 million, over 40 percent of the 
total hired wage bill was paid by less than 2 percent of all farms. In Louisiana’s 
sugarcane industry in 1950, some 250 growers hired 80 percent of the field labor. 
Most of the other 20 percent was distributed among approximately 4,500 small 
and medium size growers. 

Here, also, is a broad outline of the domestic backlog of manpower of the class 
I farms drawn from official figures for 1954. There were 1,908,000 persons who 
did 25 days or more of farmwork and whose earnings in this type of employment 
were their chief source of income. Farm workers who worked 25 days or more 
in that year averaged 142 days of work. Those who worked 250 days or more re- 
ceived an average income of $1,800. Those who worked between 25 and 150 days 
received an average income of $600. The average daily pay was $5.65. Only 30 
percent of the male workers engaged chiefly in farm labor earned $2,000 or 
more for the year. A farmworker with a year-round job received less than sea- 
sonal or part-time workers. 

These yearly earnings are tied to low hourly wage rates which drag upon the 
national economy. They ranged from a subcellar low of 57 cents in the East 
South Central States (Kentucky, Tennessee, Alabama, and Mississippi) to an 
alleged $1.11 an hour on the Pacific coast. 

And we say alleged because in California today Mexican nationals are work- 
ing for 70 cents an hour in some areas. Some recently imported Japanese are 
being paid 80 cents an hour. A recent table of wages by agricultural production 
areas showed that 95 crops were paying less than $1 an hour in California; 35 
were paying $1 or less and 39 were paying $1 or more. In a State where the 
average hourly rate is supposed be $1.11, as stated before, the Department of 
Agriculture recently fixed the minimum wage for beet workers at 75 cents. 

Relative to the rest of the Nation’s work force, these low earnings mean that 
a dangerous and growing disparity exists between the farmworkers on the one 
hand and the industrial workers on the other. 

In 1946 agricultural hourly rates were 46 percent of those in factories. Today 
they stand at something like 85 percent. In Denmark, the ratio recently stood 
at 84 percent. Clearly, there is something healthier in the State of Denmark 
which we in the United States ought to look into. 

The labor force of the class I farms which rates, by these figures, only one- 
third of a claim to the American standard of living, is that mass of citizens who 
have been systematically denied the protection of Federal laws dealing with 
employment and other conditions affecting the welfare of workers. This exclu- 
sion has been crucial to the interests of the corporation farms, whose expansion 
has been so generously supported in other ways. It had been a tacit doctrine 
of national policy, unspoken until put into words by Congressman Richard 
Nixon, in the Congressional Record of March 9, 1950, at page A1926: ‘“Agri- 
cultural labor has been exempted from all labor relations legislation ever written. 
The evidence * * * shows that it would be harmful to the public interest * * * 
to legislate otherwise.” 

The Nixon doctrine must be discarded. It has not only resulted in freezing 
poverty and want among nearly half a million hired hands of the commercial 
farms. It has indirectly done much more damage than that: It has depressed 
the value of the personal labor of the small farmer who, often with the unpaid 
labor of his family, competes in the market with class I farm production. 

In 1950 the United States census reported that there were 6,982,000 family 
farmworkers including operators. Of these 134,000 were located on class I 
farms. In the first quarter of 1956 there were nearly 5 million family workers 
to approximately 500,000 hired workers on commercial farms. In three areas of 
the Nation (South Atlantic, West North Central, and East South Central) there 
were, as of March of last year, 2,476,000 family workers as against 427,000 hired 
workers on all classes of farms. 
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Official statistics have long reported the “unpaid family labor” of the small 
American farm. What does this mean? It means that the small farmer and 
his family are the hired hands of an unbalanced system which depreciates the 
value of the physical labor they put into the food and fiber they sell. 

This devaluation is brought about in an important degree by the depression of 
the wage level of the dominant portion of the industry—the class I farms. 

It is not easy to get the family farmer to understand this, because his educa- 
tion in this connection has been neglected by those who were supposedly responsi- 
ble for helping the farmer to understand the nature of his problems. 

It has been said that the family farmer is “a person who is a laborer, a land- 
owner, a provider of capital, and an entrepreneur.” From among these descrip- 
tions, he usually chooses the one that appeals most to his self-esteem. But in 
forgetting that he is also a laborer (and mostly that) he hurts his purse to spoil 
his pride, with the result that he does not consider, and he is not helped to 
consider, some pertinent facts. 

Chief among them is that in many basic crops he competes directly with the 
class I farms. We consider at this time just one aspect of this competition. In 
the parity-price formula farmers are permitted to include the cost of hired labor, 
What is that cost? It is the cost found mainly on the class I farms which con- 
stitute less than 2 percent of all farms. And this cost represents a depressed 
wage scale, frozen or cut back by the exploitation of migrants, of Mexican 
braceros and Japanese citizens. 

There is not only a parity price in agriculture; there is also a parity wage 
that the working farmer receives for the paid portion of his labor and that of his 
familv. As to the unpaid portion—well, he gets it in the form of self-esteem 
and flattery around election time. 

But his hard commonsense sometimes breaks through in a rueful comment, a 
question, or an observation 

A small Louisiana grower. for example, noted that his personal labor on 32 
acres of sugarcane netted him an average of 48 cents an hour over the year. A 
small farmer from Clayton, N. C., recently told a congressional committee: 
“Boy, I would like to have a dollar an hour.” <A small cattle breeder showed 
the same committee a check for 83 cents—the net return to him for his labor and 
expense in raising a calf. This farmer had company. Some Mexican nationals 
on the west coast have drawn 83 cents and less net take-home pay for a week’s 
work. 

While this committee is in Louisiana it might take time out to visit the straw- 
berry farms in this State and talk to the few small operators who still survive. 
It might then analyze the competitive strawberry market and see if there is not 
a connection between the indentured labor, which has been provided the com- 
mercial strawberry farmers of California, and the plight of the Louisiana family 
grower. The committee might compare the systems of production of the Driscoll 
Corp. in California and of Joe Doakes, of Independence, La. This comparison 
could lead to some explanations of the blight of the berry industry in Louisiana, 
and indicate who is receiving the blessings of national policy in agriculture— 
the small family farmer or the class I commercial enterprise. 

As the national farm labor force becomes more heavily loaded with alien 
eontract workers, and as long as the domestic farmworkers are denied the 
benefits of legislation enjoyed by other workers, the personal, physical labor of 
the small-farm family will be paid for at a parity wage of 70, 60, or even 48 
cents an hour. And the unpaid labor of millions of family farmers will continue 
to go hand in hand with the unpaid labor of the hundreds of thousands of 
“hands” on the corporation farms. 

Now the small farmer continues to fight his battle without understanding this. 
He mechanizes as fast as his credit and his income will allow him. But whether 
he works behind a hoe, behind a mule, or behind a tractor, if his production goes 
to the major league market dominated by class I farming, he already has two 
strikes against him. First, the economic value of his physical labor in growing 
strawberries, for example, can be no higher than that of the berries picked by 
a Mexican bracero in California. Second, the merchandising and pricing of his 
berries are mysteries with which only the expert agents of commercial farming 
are familiar. 

So, for instance, when the commercial farms develop a new packaging method 
for fruits or vegetables, they throw a double curve at the perplexed sandlotter 
who stands sweating at the plate. They pitch him the competitive wage of the 
exploited migrant and the alien contract worker backed by costly machinery 
and materials which the small farmer cannot afford. 
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Sut his disadvantage goes further. When the small farmer, who instinctively 
realizes the worth of an hour of physical labor because he is out in the field put- 
ting it out himself—when such a farmer hires a day laborer to help tend or 
harvest his crop he is inclined to pay more than the minimum frozen wage 
which the class I farm has set for its own hired hands. In California, when 
this happens, the small farmer who does this had better keep it quiet, for the 
corporations farmers, acting through their associations, will see to it that the 
wage is brought down into line with theirs. Congress has already been given 
testimony by corporation growers themselves that this is the kind of private police 
action they maintain over wages. 

Even if the family farmer cannot grasp these facts clearly, his commonsense 
shows him their practical effects. He does not exactly know why or how it has 
come about, but he faces the alternative of staying on the land and becoming 
more rather than less of an unpaid hired hand, or of leaving the land for the 
cities and the factories. 

So the family farmers of the Nation are holding a continuing election and 
they are electing at the rate of 120,000 families a year to leave the land. Even 
though an acre of tobacco yields an average of 744 more pounds today than a 
quarter of a century ago, an acre of cotton 241 pounds more and an acre of corn 
13 bushels more, this remarkable increase in agricultural wealth has not been 
mainly for them. And our farm population falls from 30 million in 1940 to less 
than 23 million in 1956. ‘These may be the Americans who will report in history 
that the reason for their defeat was, they were there firstest but they wound 
up the mostest with the leastest. 

A man can suffer defeat and remain a man when he knows what he was up 
against and how he was beaten. But when a man is beaten by forces he can 
barely see, and those relations he can hardly guess, he suffers not only defeat 
but frustration. These two in combination eventually crack or break what is 
most essential to his spirit—intelligence, determination, and hope. 

This is the American farmer who leaves his land, a man beaten as well as 
frustrated. He wus up against more than the lack of machinery and the lack of 
enough good land to expand over, as the Department of Agriculture has recently 
reported. He was up against the class I farm corporation which has laid claim, 
with the approval of Congress, to the great American tradition of the soil. 

This claim, be it stated without equivocation, stakes out more than appears 
on the surface. It does more than command the family farmer to make way and 
move over: It also weakens the wage structure of food-processing industries 
by expanding the definition of “agricultural labor.” It forces the revision down- 
ward and backward of the coverage of our social-security legislation. It brings 
about the infiltration of nonagricultural industries by alien labor which does not 
form a part of the organized trade-union movement of the Nation. 

It sets up and follows shocking standards of industrial relations in alien labor 
contracts which we dare not proclaim to the world as examples of the American 
way of life. 

It encourages the preservation of a stagnant economic pool of low-paid labor 
in the South and West depressed even further by foreign recruitment, toward 
which corporate industry moves, intent on sharing the field with corporate agri- 
culture. Submerged in this pool are the displacement, the unemployment, the 
migrant poverty, the flight from the land—a hot iceberg lying mostly out of 
sight against which some day the ship of the economy might drift. And like the 
Titantic, economy might not prove as unsinkable as some people claim. 

We therefore recommend that Congress extend the coverage of the wage and 
hours provisions of the National Fair Labor Standards Act to the wage earners 
employed on the commercial, corporation-type farms. 

We believe this step is necessary to bring the level of living of 450,000 agri- 
cultural wage workers into line with American standards. 

We are convinced that this will curb the trend toward the displacement of 
domestic farmworkers by alien contract labor. 

We are persuaded that this is a necessary step toward placing a higher and 
juster value on the personal, physical labor of the American family farmer. 

We feel certain that this will encourage a general rise in the working and 
living conditions of all those who make their living from their personal toil 
on the land. 

In these directions, we are convinced, the progress and security of our do- 
mestic democracy lies. 
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Mr. Gatarza. Thank you, Mr. Chairman. 

Summarizing this sts itement that we are presenting, with your kind 
permission, Mr. Chairman: The basic premise of our statement. is 
that the proposal to extend coverage of the Fair Labor Standards 
Act to agricultural labor is not just a matter of wages. It brings up 
another issue that concerns two large groups of our population, one, 
the hired farmhand on the class i or corporation-type farms, and 
two, the social and economic position of the small family farmer. 

We agree thoroughly with the statement made by Chairman Cooley 
of the House Agric ulture Committee, who said that the basic policy 
of Congress and of our Nation is to protect the family farmer and to 
aid him in every way possible, because it is the core of our agricul- 
tural tradition. And consequently we have two points in this argu- 
ment, one, the situation of the hired farmworker on class I farms, 
and the situation of the small-family farmer. I would like to keep 
those two arguments parallel and in mind. 

For that reason, the burden of our statement, as you will note when 
you read it, is a comparison or rather emphasis on the difference be- 
tween the class I farm, the so-called factory in the field, the corpora- 
tion-type farm, and the family-type farm. 

We do not agree with testimony presented to this committee, and 
frequently repeated by agricultural producers, that there is no 
difference between the two types of farming. We contend quite to 
the contrary. We believe that there is a very strong difference. And 
we believe the trend in the last 30 years or more in our country has 
been toward the emphasis on corporation-class-type farming, indi- 

cated in one very simple fact, that in the last 5 years the percentage 
of class I commercial farming has increased from 2 to 4 as a per- 
centage of the number of farms in the Nation. 

And in the figures that we submit, if you will scan them, you will 
notice that we draw together the elements of comparison, comparing 
class I farms with other facts with respect to wage payments, with 
respect to the acreage they control, with respect to the ¢ ropland they 
harvest, with respect to the number of workers they hire. And as a 
typical datum, we have the fact that some 485,000 farm workers hired 
on class I farms produce about 21 or 22 percent, by 1950 figures, of the 
total value of farm produce in the United States as recorded 7 years 
ago by the Department of Agriculture. 

And to continue with our argument, we call your attention to the 

fact that out in California this very great contrast between the evolv- 
ing commercial-type farm, the class T factor y in the field, has reached 
its climax. 

In California, as we say in the statement, the future is here. And 
if this committee would like to project for the rest of the country, as 
the time to do so, what will very likely happen to agriculture in the 
rest of the country, it can do no better than to look in detail at the 
situation in California, where we have, for instance, so-called farms 
that in one operation can sell—for instance, we cite a case here of 1 
farm, 1 enterprise, that in 1 ae ‘ation sold $6 million worth of cotton. 
That was the crop "for 1 year. And in other instances—— 

Mr. Hour. I will tell the enateaig that the committee is going to 
look into those out in California. I am from there, and I am aware 
of that. 
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Mr. Gavarza. We go on, Mr. Chairman, to point out in our argu- 
ment, and I am skipping very fast over these highlights, that the fact 
of the matter is that the great impetus, the large growth, of corpora- 
tion type farming in the United States is due to what seems to be a 
contradiction between the declared policy, to which I think every 
member of Congress would subscribe; namely, that it is our main dut 
to protect the family type farmer, and what has actually happened. 
And we cite here instances of the assistance which the corporation 
type farm has received in the past 25 or 30 years, which has, so to 
speak, loaded the deck against the small family type farmer. 

And we cite as one instance, for example, the great advantage which 
is given to the corporation type farm in the importation of foreign 
labor. 

Last vear we had in California 105,000 Mexican braceros, Mexican 
contract workers, brought here under Government agreement. This 
vear we already have an advance guard of 1,000 Japanese, 

' I spent some 9 years analyzing the operation of the Mexican pre 
gram, and I have recently read the Japanese contract, under which 
this trial run of 1,000 Japanese has been carried out. 

Mr. Teter. Is it necessary to bring these people in? 

Mr. Gavarza. In our judgment, Mr. Congressman, that is not. 

Mr. Horr. The farmers say, and I very greatly agree, though I do 
not have that farming in my area, who else will they hire? We can- 
not get people to be postal workers, because of the large salaries of the 
aircraft workers. They cannot hire somebody else. 

Mr. Gavarza. In my county of Santa Clara, I estimate an avail- 
able manpower of between 10,000 and 12,000 refugee farm workers. 
By that [ mean farmers who have come to Santa Clara, which is 
semi-industrial, from all parts of the State, who are there ready and 
willing to do farmwork, but will not do it for this reason: that they 
would have to work for, in some cases, less than 40 cents per hour, 
less than they were making 5 years ago. 

Mr. Hour. How many of these people? 

Mr. Ganarza. For the valley of Santa Clara I would estimate be- 
tween 10,000 and 12,000. ‘There has been a convergence from the 
whole State into our area. 

Mr. Hour. These are not itinerants from Fresno or Bakersfield ? 

Mr. Gavarza. No. They are not itinerants. They are not migrants. 
They are people who have established their homes in one State and 
could not meet the competition of the braceros. 

Mr. Hour. Is your home in Santa Clara? 

Mr. Gauarza. My home is in Santa Clara; yes. 

Mr. Hour. What title do you have? 

Mr. Gararza. I am director of research and education for our 
union. 

Mr. Hour. Mr. Roosevelt and myself have planned to go through- 
out California after Congress adjourns to look into that. We hope 
other members will join us. We are very much interested. We want 
to make sure the committee can get hold of you. 

Mr. Gauarza. I will be very glad to leave you my name and address. 

Mr. Horr. Leave it with the clerk, if you will. 

Mr. Gaarza. Fine. 

Then, Mr. Chairman, we then call attention to the nature of the 
domestic labor force, the hired workers, 485,000 of whom work on 
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the class I farms. And we find, according to official statistics, that 
last year those who worked over 250 days had an average income of 
$1,800 a year, and those who worked between 25 and 150 ‘days had an 
average income of $600. 

We call your attention next to the fact that as of last year the per- 
centage of the wage rate, the hourly wage rate, of agricultural work- 
ers—and that is to say class I farm workers—in rel: ation to industrial 
labor in the United States, is about 35 percent, which is a drop in 
the last 10 years, approximately, from 46 percent. In other words, 
the ratio of farm labor wages, hired farm labor wages, is declining, 

Then we go on to call your attention to the fact that it seems to be 
a doctrine, it has been enunciated as such, that hired farm labor on 
all kinds of farms should be exempt from Federal legislation. This 
is the policy up to now. So when we ask you to include farm labor, 
the employees of class I corporation farms, under the Fair Labor 
Standards Act, we want to be frank and tell you that we are asking 
you to break with what appears to be an established American con- 
gressional doctrine that such coverage should not be extended. But 
we believe that our concern for the future not only of our own par- 
ticular group of people but of the economy justifies this. 

Now, we go on to make a point which may seem a little abstract 
to you centler men, but we want to emphasize it, and it is this: Since we 
are concerned also with the relative position of the small family 
farmer and not just of the hired farmhand of the corporation farm, 
we call your attention to the fact that the more the corporation type 
farm is given, the more assistance it is given, in the way of foreign 
imported labor—which means cheaper labor—to that extent you de- 
preciate the value of the labor which the individual family farmer puts 
into his own farm. 

Now, the family farmer in this country represents numerically an 
overwhelming majority of the farmers. You will find the figures in 
this statement, and they are taken from official records. 

Mr. Teter. You would not have the exemption so far as the family 
farmer is concerned ? 

Mr. Gavarza. No, sir. We believe that it would be socially unwise 
and economically unfeasible to ask you to do that. We are limiting 
our request to you to the hired farm labor force of the class I type 
farms. 

Mr. Tetter. How would you define the class I farm, specifically ? 

Mr. Ga.arza. We would accept the definition given by the Bureau 
of the Census and the Department of Agriculture, which very recently 
has in its survey of what constitutes a large farm, a commercial farm— 
they come out with a figure of a farm—TI think ros have categories 
that divide the west from the rest of the country, but I think the total 
production which they give is $70,000 a year and more for a large 
commercial farm. 

Mr. Tevter. Total production ? 

Mr. Gavarza. Value of production. 

Mr. Hour. The value of the goods they sell ? 

Mr. Gaarza. The value of the farm produce which they sell. That 
is right. 

Mr. Texter. Well, that would not necessarily be a corporation form. 

Mr. Gatarza. No. I am speaking of a commercial type of farm 
operation. 
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Mr. Tevter. That is where you would draw the line, at $70,000? 

Mr. Gararza. That is where we would draw the line. 

Mr. Teiter. How many of these people who work on these farms 
get in addition to their salary certain other forms of remuneration 
or the equivalent of such remuneration in the form of food and 
housing ¢ 

Mr, GALaArzA. Congressman, up to about 3 or 4 years ago, it was 
standard doctrine, in discussions of this kind, that these so-called 
perquisites sometimes had as much value as the actual wages paid. So 
our union made a rather detailed study of perquisites in California 
and some of the Southwestern States, and in Louisiana. And we 
presented what we thought were convincing arguments to the Depart- 
ment of Agriculture, pointing out that the so-called perquisite argu- 
ment was really not valid; that in the first place perquisites were 
often nonexistent. 

For instance, here in the State of Louisiana for generations it was 
a common place that the plantation farm hands, the field hands on 
the plantations, received medical care. Well, we spent some time 
visiting the plantations, and we collected receipts for medical pay- 
ments, payments made by the workers themselves. 

So there is a group of perquisites that just did not exist except on 
paper. 

Secondly, there was a group of perquisites that did exist. They 
were services offered by employers. But they were so overvalued. 
For instance, a house might be valued at $30 2 month, and when you 
went into that house you realized that its total capital value repre- 
sented maybe $50. It had a leaky roof, and it was on rickety stilts 

When we presented our facts to the Department of Agriculture, 
they were so persuading that 2 years ago in issuing their sugar order 
they eliminated the perquisites. And I am glad to say that in the 
last wage order issued by the Department of Agriculture covering 
the beet industry in California the same rec ommendation was made, 
apparently agreeing with our argument that the whole perquisite 
compensation is minimal, so insignific: unt. 

Mr. Tetiter. What was the nature of the wage order, and how much 
did it require the owner to pay to the employee / 

Mr. Gavarza. The wage order? Are you referring to the Sugar 
wage order ? 

Mr. Tevier. Give us both. 

Mr. Gatarza. The Sugar wage order of 2 years ago, as I recall, 
which for the first time in many years set aside the perquisites, for 
field labor raised the so-called fair wage to something under 50 cents. 

Mr. Tretier. And the beet ¢ 

Mr. Gatarza. The beet? To 75 cents. 

Now, may I point out this significant fact to you. The average 
wage for farmworkers, referring to fieldworkers, not shed workers, 
is supposed to be $1.11. This is an average compiled by the Dep: irt- 
ment of Agriculture. And yet the USDA, in setting wages for the 
beet industry, fixed them at 75 cents, there being a discrepancy be- 
tween 75 cents and $1.11, which is supposed to be the prevailing 
average. 

Mr. Trevirr. Well, I can see where the perquisites might be dis- 
regarded in connection with a 50-cent or a 75-cent wage, where some 
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Members of Congress might be unwilling to do so in connection with 
the dollar minimum wage. 

Mr. Gawarza. Well, in California, if you will look into the situa- 
tion, I think you will find that there the perquisite value tends to 
grow higher with the smaller value. As you go down the scale, it 
increases. 

Mr. Horr. Do they use Mexican nationals in the canning and shed 
work ¢ 

Mr. Gatarza. Congressman Holt, they are not supposed to be used 
except in field labor. “But the practical fact of the matter is that in the 
last 10 years we have traced the transfer, or the infiltr: ation, you might 
say, of Mexican nationals into something like 24 or 25 or ganized i in- 
dustries. And we have found them in packing ha) in canneries, in 
field sheds, driving tractors, operating machinery, and so forth. 

Mr. Horr. You have contracts with most of these canners and shed 
people, do you not?) Dothey not unionize, most of them / 

Mr. Gauarza. The canneries are organized. A good many of the 
larger sheds are, but there are a good many that are not. 

Mr. Horr. Do not the sheds do something to the produce before it 
goes to the cannery ? 

Mr. GaLarza. Some sheds wash and package and trim the produce. 
Others just prepare it for more processing in the canneries. It de- 
pends on the particular product. 

Mr. Hour. On the management side, out there in California, as to 
this canning and shed work, there is this canners league. Are they 
hooked up with the field in any way, or are they just the processors? 

Mr. Gaarza. No, they represent the processing industry. In Cali- 
fornia there is this great difficulty, Congressman. We find it particu- 
larly when hearings like this are held. The processing part of the 
industry is very w ell represented by the canning league. 

The growers and shippers, not always to be confused with the field 
growers, are represented by the county vegetable growers associa- 
tions, of which there are several dozen. But up to the present time 
there are two large masses of the industry that are not represented in 
any way, and one is the domestic hired labor force of the class I farms 
and the other is the Mexican national. 

Mr. Horr. I am amazed, frankly, at your statement about this work 
pool. Do you have any way of getting the figures areawise for us in 
California ? 

Mr. Gavarza. Congressman, itis part of my job to cover that. 

Mr. Horr. Not specifically for the record, because we are interested 
in the whole country and not just California. 

Mr. Gatarza. It is part of my job totry todo that. We work under 
considerable handicaps, of course. But we hope by the end of the 
summer to have at least very rough figures as to the available domestic 
manpower in California that would work at even a reasonable increase. 

And may I point out to you that one of our problems is this: With 
the coming of the Mexican braseros under a Government executive 
agreement, notice what happened in the lettuce fields. 

The wages for lettuce trimmers, which were in town, in the Salinas 
Valley, for instance, or the Imperial Valley, were contract. And 
4 years ago, as I recall, the base pay in the sheds for trimming lettuce, 
which i is the first operation after the produce comes from the fields, 
was $1.32 an hour. Then, with the coming of the Mexican brasero and 
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the introduction of the so-called vacuum process, which cools the 
lettuce without ice, this special process made it possible for the cutting, 
the trimming, and the packing of lettuce to be done in the fields. So 
that consequently that work was taken: from the sheds. Many sheds 
were closed in the towns. The work was taken over to the fields, 
given to the Mexican brasero and, instead of a base pay of $1.32, the 
work was done at sometimes as low as 70 cents an hour. 

Now, when you offer an American lettuce trimmer 70 cents an hour 
for trimming lettuce, when he was getting $1.32 last year, he is not 
going to take it. ie 

Mr. Teuier. Well, that does not necessarily prove all that it is sup- 
posed to prove, however. If, as a result of mechanization, efficiency 
can be introduced in farm operations, and always on the assumption 
that the consumer gets the benefit of it. I do not suppose we can 
stop that forward march, as many people might regard it. 

And overlooking the fact that the introduction of Mexican farm 
labor may depress the wage rate to an extent to which we have, of 
course, no present specific evidence on, the fact that these people 
want $1.34 an hour and will disregard the results of mechanization 
is not a good test to determine that they are available to work. 

Mr. Gauarza. No. We do not make the argument, Congressman, 
that technical progress in agriculture should be stopped or reversed. 
On the contrary, the types of work that have been assumed by 
machinery are usually the hardest and toughest kinds of jobs. And 
we take the position that any mechanical or technological progress 
which takes a load off a man’s back and puts it on a piece of steel 
is a relief to that extent to the human race in general. We are in 
favor of it. 

What we are trying to call your attention to is this fact: That when 
the Growers Association of Salinas offers the same job—and they 
do—to an American lettuce trimmer who lives in the Salinas Valley— 
he has had his home there for 10 years—offers him the same job in 
competition with a brasero at 70 cents an hour, and the domestic 
worker refuses to take that job at that wage, then the argument is 
developed that there is no domestic labor. But if you are ever in 
California, Congressman Teller, it would interest you to visit a little 
town by the name of Alisal. It is a beautiful name. 

Mr. Horr. Are you talking about Alisal by Santa Barbara? 

Mr. Gaarza. No; Alisal, which is a suburb of Salinas. It not 
only had a beautiful name but a beautiful location. 

Mr. Horr. Are you familiar with the Alisal the other side of the 
Bouton, the little Scandinavian town ? 

Mr. Gauarza. Yes. You are quite right. That is a very different 
town. 

In Alisal 4 years ago, there were some 4,000 established householders 
who earned their living in the lettuce sheds. And that population is 
dispersing, because they will not take those jobs. 

Mr. Hour. Of course, populationwise, there are a lot of other jobs 
railable to people. 

Mr. Gatarza, That is true in most of the coastal counties. 

Mr. Hour. There are a lot of aircraft plants. 

Mr. Ganarza. And the reason why those areas are drawing so 
many thousands of ex-farm workers from the Central Valley counties 
particularly is that they hope to get jobs in these industries, since 
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in working conditions in the Central Valley the large commercial- 
type farms have become so adverse. 

Mr. Horr. Do you folks have any viewpoint on this Mexican pro- 
duce coming in that is creating the problem in Texas? I understand 
there is legisl: ation that has been introduced by the Congressman from 
the Imperial Valley. 

Mr. Gatarza. That relates to not only the growers in the Imperial 
Valley but the southern section, San Diego and that area. 

I listened with great interest to the testimony presented by Mr. 
Anson, and I do not quite agree with his line of reasoning, because he 
argues a clean-cut line that the competition from the Mexican side 
is sharp and clean, because they have such great advantages with 
respect to labor. The fact of the matter is that in the last 50 years 
the international boundary has been more or less of an economic myth. 
The Mexican manpower has been available on this side of the border 
to © e extent that in California some 5 years ago, just in the State of 
California, we had something like 90,000 farm workers who entered 
this country illegally, came here for seasonal employment, and then 
many of them went back. 

Mr. Trerirr. Yes; but Mr. Anson said that if we had a minimum- 
wage law, in order to take advantage of the Mexican labor, he would 
have to move to Mexico. 

Mr. Anson knows what he is doing. And I am, of course, not tell- 
ing him what to do. 

Mr. Hussry. The next witness scheduled was Paul G. Borron, Jr., 

torney for the American Sugar Cane League. 

“Te would like to have that statement incorporated in the record. 

(The statement referred to is as follows :) 


STATEMENT OF PAuL G. Borron, Jr., ATTORNEY FOR THE AMERICAN SUGAR CANE 
LEAGUE 


Mr. Chairman and gentlemen of the committee, my name is Paul G. Borron, 
7 I reside at Baton Rouge, La. I am the attorney for the American Sugar 

‘ane League of 414 Whitney Building, New Orleans, La. 

The American Sugar Cane League is a Louisiana nonprofit corporation whose 
membership consists of Louisiana sugarcane farmers who produce more than 
95 percent of the Louisiana sugarcane crop, and all of the Louisiana processors of 
sugareane into sugar 

Sugarcane farmers, like all other persons engaged in agriculture, are exempt 
from the minimum wage and overtime provisions of the Fair Labor Standards 
Act under section 13 (a) (6) of the act. The processors of sugarcane into 
sugar are exempt from the overtime provisions of the act during the seasonal 
processing operations under section 7 (c), and are also within the section 7 
(b) (3) limited seasonal overtime exemption. We join with the multitude of 
farmers and processors of agricultural commodities throughout the United 
States in urging that these exemptions be not disturbed. 

The income of the Louisiana sugarcane farmers does not permit them to pay 
the $1 per hour minimum wage provided in the Fair Labor Standards Act 
Therefore, this appearance is made in their behalf not because of a desire to 
pay less than the minimum, but in view of the limits of their ability. The 
sugarcane farmer, like the sugar-beet farmer, is required to pay a fair and 
reasonable minimum wage established by the Secretary of Agriculture of the 
United States under the Sugar Act of 1948. These minimum-wage rates are 
determined each year after a public hearing and investigations conducted by 
the United States Department of Agriculture. It is assumed these minimum 
wage rates are the highest rates the Department of Agriculture feels the average 
sugarcane farmer can pay and continue to exist. Just as there are employers 
in industry who pay more than the minimum, there are sugarcane farmers who 
pay more than the minimum. 
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The latest wage data published by the United States Department of Agricul- 
ture, in Sugar Reports No. 56 of December 1956, indicates that the weighted 
average minimum-wage rates prescribed for sugarcane workers under the Secre- 
tary’s minimum-wage determination was 48.8 cents per hour in 1956. Sugar 
Reports No. 53 of September 1956 shows that weighted average prevailing wage 
rates for the 2 most recent years reported were approximately 26 percent above 
the minimum rates prescribed by the Secretary. It can, therefore, be calculated 
that the weighted average prevailing rate in 1956 was 61.5 cents per hour. 

Sugar Determination 864.4, issued October 16, 1956, by the Department of 
Agriculture, increased the 1957 prescribed minimum cultivating wage rates 
approximately 10 percent. It is, therefore, reasonable to assume that the 1957 
weighted average prevailing wage rate will be approximately 67 cents per 
hour. 

The average profit margin of the Louisiana growers of sugarcane and the 
processors of sugarcane into sugar is small. Our profit position results from 
the depressed prices of our products and increasing operating costs. We have 
been ndversely affected by quota restrictions imposed under the Sugar Act. These 
restrictions have reduced our acreage and caused us to store large quantities of 
sugar which could not be marketed during the normal marketing season. 

Because of Government regulations we have no control over the price we 
receive for our products, and any increase in costs cannot be passed on to our 
customers or passed back to our suppliers. The Department of Agriculture, 
through quota regulations, controls the price of sugar and, by price determina- 
tions issued annually under the Sugar Act, controls the price the sugar producer 
pays to the sugarcane farmer. 

To indicate our unfavorable position with respect to prices for our products, 
I desire to point out that the ceiling price on raw sugar during World War II 


was 6.32 cents per pound. During each season since that time, although other 
prices spiraled upward, the average price of raw sugar has been less than 6.32 
cents. 

The Louisiana Agricultural Experiment Station, which is a part of the Louisi- 
ana State University, has made annual studies of costs and returns of the 
Louisiana sugarcane farmers and processing establishments each year since 
1937. Since the beginning of these studies more than 30 different publications 
have been released by the experiment station and are available to this committee 
if desired. 

These studies show the average return of the raw-sugar mills, the large sugar- 
cane growers and the small sugarcane growers. The average net income, before 
income taxes, during the 3 years 1952, 1953, and 1954, the most recent 3 years 
studied, were as follows: Raw-sugar mills 2.29 percent of depreciated capital 
investment, large farms 2.54 percent, and small farms 1.84 percent. 

In Louisiana sugareane is harvested and processed into sugar during a rela- 
tively short period each year, commencing in October and normally ending dur- 
ing the latter part of December. The season cannot commence until the sugar- 
eane is sufficiently matured to justify its processing. The harvesting and proc- 
essing must be completed as quickly as possible due to the damaging effect of 
freezing temperatures on sugarcane. Sugarcane is highly perishable after it is 
harvested and, regardless of weather conditions, can be stored only a few days 
before processing. Therefore the processing operations are continuous, 24 hours 
each day and 7 days each week. 

The basic purpose of the overtime provision of section 7 of the act is to spread 
employment and require the planning of operations to avoid exceeding the maxi- 
mum workweek. This purpose assumes that the hours and time of work are 
within the control of the employer. When the hours and time of work and of 
employment cannot be controlled by the employer, it is obviously impossible to 
achieve the statutory purpose. In the production of sugarcane and in the 
processing of sugarcane into sugar, hours of work and of employment are not 
within the control of the employer but are controlled by and dependent on 
climatie conditions and the nature of the agricultural commodity. There is 
nothing the farmer, the processor, or the Congress can do to affect these 
phenomena of nature. 

To accomplish these essential activities during the short season controlled by 
nature, the employer is dependent on seasonal workers, some of whom must be 
skilled or semiskilled. Even without restrictions on hours of employment, the 
availability of sufficient labor is frequently a serious problem. 

These conditions were recognized by the Congress in enacting the statute in 
1938 and are equally true today. The only difference is in the labor supply dur- 
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ing the peak season. The supply today is substantially less than the supply in 
1938. Therefore today the purpose of the exemption is accentuated rather than 
minimized. 

Reference has been made at this hearing to industrialized farming as a possible 
justification for the elimination of the agricultural exemption for large farms, 
Farming has not become industrialized, but the farmer has been forced to use 
his ingenuity to mechanize many of his operations. With relatively low returns 
and ever-increasing costs the farmers of the United States would have been ex- 
tinct without such mechanization. As indicated by the cost studies of the 
Louisiana Agricultural Experiment Station, previously mentioned, the large 
sugarcane farmer in Louisiana is relatively little better off than the small farmer, 
Further, because of practical considerations, it would be impossible for a small 
farmer to obtain workers if the wages paid by him were substantially less than 
wages paid by his neighbor, the large farmer. The small farmer would be 
required to either pay wages approaching the wages paid by the large farmer 
or attempt to operate without labor. Either course of action would mean 
bankruptcy. 

We, therefore, submit that no conditions exist today which justify the elimina- 
tion of the agricultural exemption under section 18 (a) (6) or the overtime 
exemptions under sections 7 (b) (3) and ¥ (c) of the act. 


Mr. Tretier. This now concludes our New Orleans, La., hearings. 
(Whereupon, at 4:10 p. m. Thursday, May 16, 1957, the hearing 
was concluded. ) 
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FAIR LABOR STANDARDS ACT OF 1938 


MONDAY, JUNE 3, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Labor STANDARDS 
OF THE COMMITTEE ON EpucaTIon AND LABor, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:15 a. m. in room 429 
Old House Office Building, Hon. Augustine B. Kelley (chairman of 
the subcommittee) presiding. 

Present : Representatives Kelley, Holt, and Ayres. 

Also present: Fred G. Hussey, chief clerk; John O. Graham, mi- 
nority clerk; and A. Regis Kelly, clerk to the subcommittee. 

Mr. Ketxiey. The subcommittee will please be in order. 

You may proceed when you are ready, Mr. Guntert. 


STATEMENT OF DAVID GUNTERT, LOS ANGELES, CALIF., REPRE- 
SENTING RICHFIELD OIL CORP. AND WESTERN OIL & GAS 
ASSOCIATION 


Mr. Gunrert. Thank you, Mr. Chairman. 

Mr. Chairman and members of the subcommittee, I appreciate very 
much the opportunity of being here today. My name is David Gun- 
tert. Iam a member of the State bar of California. I am counsel for 
Richfield Oil Corp. I am speaking today on behalf of the Western 
Oil and Gas Association, which is composed of about 140 oil com- 
panies in Oregon, Washington, Arizona, Nevada, and California. The 
association represents approximately 86 percent of all refining and 
distribution of petroleum products in that area. I will speak also for 
Richfield Oil Corp. and 12 independent service-station operators. 

In summary I will state on behalf of our people that we are earn- 
estly opposed to any general extension of the coverage, whether it 
be by basic change in the law or by eliminating or changing the ex- 
emptions. 

First, 1 would like to make a few remarks concerning basic cover- 
age and then direct my remarks toward the exemption of outside sales- 
men and also the retail and service establishment exemption. 

The extension of coverage to all employees of employers whose 
operations affect interstate commerce would blanket the whole country 
with Federal regulation far beyond that which was originally intended 
by Congress. It has taken us 20 years to find out what was meant by 
the expressions “engaged in interstate commerce” and “production 
of goods for interstate commerce.” How long do you suppose it will 
take us to find out the end of coverage when we start to apply a defini- 
tion with the one dealing with “affecting interstate commerce”? With 
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such a definition, I predict that when the Administrator gets through, 
the only business that will escape Federal control under “this act will 
be those coming under a narrow interpret ation of the specific ex 
emptions. Thus Federal regulation will again supplant State regu- 
lation and we submit that the necessity has not been shown. 

There is no basis for the assertion that we cannot depend upon the 
States to protect their citizens. In all the States in which we operate 
the State legislatures have prov ided prote ction for women and minors 
by limiting the hours of their work and by establishing minimum 
wage standards. This is true in most of the other States. 

The extension of coverage would be a legislative wage increase. 
That cannot help but be inflationary because very few of the small 
businesses affected would be able to absorb the additional costs if they 
wanted to, and we have no right to expect them to do so. 

I have some specific ex xamples for you in this connection. 

Even the larger organizations which would be affected would have 
to pass on most, if not all, of the additional cost. Thus, in effect, we 
would be legislating price increases. Lastly, legislated price in- 
creases would come at a time when statesmanship in industrial and 
labor leadership is needed the most and it has been asked for repeatedly 
by the President. 

Now I should like to consider the outside salesman exemption. We 
submit that nothing has happened since 1938 to change the nature of 
the outside salesman function. We are not concerned with the clerk 
in the store or someone working in a factory. We are concerned with 
the salesman who is turned loose in his territory to develop it on his 
own. Whether he works more or less than 40 hours a week is up to 
him. He must adjust his work to suit the convenience of the people 
upon whom he will call, and he must adjust his traveling time to suit 
the convenience of his customers in the territory. His work just can- 
not be performed under a rigid schedule like the factory worker. His 
success depends upon his own ingenuity in deve loping his territory. 
Traditionally he is compensated on the basis of his production. To 
subject this practice to rigid hours and overtime payments would, in 
my opinion, result in elimination of m: uny very lucrative sales posi- 
tions to the detriment of many employees. 

From the standpoint of individual salesmen, no territorial salesman 
or outside salesman worth his salt would want to be subject to the 
wage-and-hour law for the very simple reason that he could not be 
successful in his chosen work if he were subject to the act. You can- 
not separate the sales function from the man, and it stays with him 
all the way up the ladder even to the sales manager. 

In our industry we train outside salesmen in many ways. They 
know the needs of the industrial account, and they solicit the account. 
They know the farmer’s requirements and they solicit his business. 
They know something about real estate. He is assigned a territory 

and he is well paid for his efforts in developing it. His success is 
measured by how well he develops it. 

How successful do you suppose such a man could be if he had to stop 
in the middle of an interview because it was time to quit or if he could 
not meet his customers after working hours just because it was after 
working hours? 

It is all well and good to theorize about how simple it would be to 
pay time and one-half for overtime. The reality is, however, that you 
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have to control the hours worked if you are to meet the investigator’s 
requireme nts. 

Close supervision and control of hours is not possible and the em- 
jloyer is at the mercy of those who would take advantage of him. 
That is an intolerable situation. We submit that the sales function 
by its very nature must be exempt from this type of regulation if sub- 
stantial injury to employer and employee alike is to be avoided. 

Next I should like to consider the retail and service establishment 
exemption. When this exemption was first put in the act Congress 
recognized the particular and peculiar conditions of the local retail 
store. They depend upon conditions in their communities for their 
volume of business, for the type of employee they can employ, and 
for the amount that they can pay him. We do not believe that the 
volume of the store’s business has anything to do with those basic 
principles. Whatever regulation is required in the public interest for 
the retail and service establishments should be on the local level where 
the legislators are close to the actual conditions that exist in the 
community. 

In this connection it should be noted that in all of the States in 
which the Western Oil & Gas Association operates, the States have 
undertaken to regulate the wages and hours of women and minors. 
In all of these States we have ceilings on the maximum hours of work 
and we have minimum wages established. 

States generally have entered this field and we submit that they 
should be permitted to continue to regulate it. 

Suppose men representing organized labor keep repeating that 
the States cannot be depended upon to protect their citizens. We do 
not agree with that position, but we do agree that it would be much 
easier for organized labor if they could lobby Federal regulation in 
one swoop rather than lobbying separately in the various States for 
what legislation they might want. 

Federalization of local industry is not very far from socialization. 
Under our system local matters are the concern of the local legisla- 
tors. There has been no evidence introduced here, in 1938 or at any 
time since then, to show the need for Federal regulation of the 
retail store. The convenience of powerful unions is not evidence 
of need. 

Another factor which should not be overlooked is the widespread 
organization activity in these local stores. Wherever you have con- 
centrated drives, organizational drives, and have or ganized stores or 
offices or factories, there is a constant pressure on ‘the employer to 
increase the wages and salaries and the fringe benefits. On the other 
hand, the constant effort of employers to improve their standard of 
service so as to be more competitive, particularly with the major firms, 
the chainstores, and the like, leads to increases in these benefits and 
raises the standards. 

I should like to give you now some specific examples of just what 
impact this legislation will have on the 12 service stations which I 
represent. 

These service stations are really the classic examples of the local 
store. I want to point out in a moment how this definition of “retail 
establishment” is turning. It is tricky. It will eliminate many true 
retail establishments. 
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First let me give you the examples. 

I have asked each of these service-station operators to submit a 
statement as to what would have happened had their operations been 
subjected to the wage and hour law. Incidentally, 10 of the 12 sta- 
tions now have contracts with the teamsters union which prov ide for 
time and a half after 48 hours a week. 

Mr. Kettey. Forty-eight? 

Mr. Guntert. Forty-eight. I do not think the teamsters union 
needs to have any help from anybody to establish a proper wage level 
for their people. 

At these stations if they had been required to pay time and a half 
after 40 hours a week the increased payroll costs would have averaged 
$3,000 per station, some as high as $6,000 and some as low as $2,000. 
I had this calculated on the basis of reduction in profits, and this is 
what would have happened: 

At the Blythe, Calif., station the profits would have been reduced 
by 16.7 percent. At the Brawley station the reduction would have 
been 33.8 percent. At Eugene, Oreg., 15.5 percent. At Indio, Calif., 
38 percent. At Las Vegas, Nev., 9.5 percent. We have two big sta- 
tions in Los Angeles. One of them the reduction in profit would 
have been 55.5 percent, and at the other, 65.5 percent. By way of 
explanation I think that those two stations have excessive payrolls. 
One of them is operated by a woman who does not do any of her 
work herself and the other seems to have bad management. 

At Medford, Oreg., 11.8 percent. At Oakland, C alif., 26 percent, 
Phoenix, 6 percent. Redding, 38.6 percent. At Salinas, 26.6 percent, 
and Sunnyvale, 32 percent. 

In those 2 stations where the percentage was less than 10 percent 
reduction in profit I find that 1 of them has, I think, 4 partners, 
all of whom work in the station, which cuts their payroll down very 
materially. The other is operated by a family, and there are 4 
or 5 members of the family who all work i in the station. 

These operations are typical and will give you specific examples of 
the impact of this legislation. 

I want to point out this definition. We say we are going to allow 
this retail exemption to apply to retail and service establishments 
whose annual dollar volume does not exceed $500,000. Then we go 
on to define that a ret me service establishment shall mean an estab- 
lishment not more than 25 percent of whose dollar volume of sales of 
goods or services or both is for resale, or is made to customers who 
are engaged in mining, manufacturing, transportation, commercial 
and communications business. In a service station that transacts 
business with trucks that last part destroys its retail exemption en- 
tirely. In other words, in a truck service station, which is nothing 
more than just a big service station which caters to the trucking trade, 
something like 80 or 90 percent of its business is sold to people who 
are engaged in transportation. W e have no quarrel with the defini- 
tion of retail establishment, that 25 percent of the dollar volume of 
goods and services are sold for te but we do not think that the 
so-called nonretail concept should be brought into this definition. 

In closing I earnestly urges that you do not change either of these 
exemptions, but allow the retail and service establishments to be 
regulated by State law and to permit the outside salesmen to perform 
his function which is wholly unsuited to rigid regulation. 

I thank you very much, Mr. Chairman. 
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(The prepared statement of Mr. Guntert follows :) 


STATEMENT OF Davin GUNTERT ON BEHALF OF THE WESTERN OIL AND GAS 
ASSOCIATION 


INTRODUCTION 


We are grateful for this opportunity to discuss with you the proposed amend- 
ments to the Fair Labor Standards Act of 1938. 

My name is David Guntert. I am a member of the California State Bar and 
have specialized in the labor law field for more than 15 years. I am counsel 
for Richfield Oil Corp. and also represent 12 independent employers who operate 
truck service stations in the States of Washington, Oregon, California, Arizona, 
and Nevada. 

I appear here today as spokesman for the Western Oil and Gas Association, 
which is an association of some 140 oil companies operating in California, 
Oregon, Washington, Arizona, and Navada. Members of our association in- 
elude all of the major oil companies and virtually all of the so-called inde- 
pendent producers, refiners, and marketers in the area. Volume-wise, the asso- 
ciation represents in excess of 78 percent of all of the crude production, 85 per- 
cent of all of the refining, and 86 percent of all of the marketing of petroleum 
and petroleum products in the area. In addition to speaking for the association, 
1 am speaking for my clients individually. 

Except for a brief statement onthe principles applicable to the proposed 
extension of basic coverage, my discussion will be confined to the proposed 
elimination of and changes in the “outside salesman” and “retail and service 
establishment” exemptions. 

In summary I will state that we are earnestly opposed to any extension of 
coverage, whether it be by extending the basic coverage of the act or by 
eliminating or changing existing exemptions. 


BASIC COVERAGE 


The extension of coverage to include all employees of employers whose opera- 
tions affect interstate commerce as that term is defined in the proposed legis- 
lation, would be, in our opinion, an unnecessary and highly undesirably in- 
trusion into and disruption of the local economies of the Nation. 

It is unnecessary because of a number of very important reasons: 

Kirst, there is keen competition between local exempt enterprises and com- 
panies now covered by the Fair Labor Standards Act for the available labor 
supply. In order to get and keep good employees, local exempt enterprises 
cannot be too far below the wage standards of the subject companies. This 
is an ever-present stimulus to improvement in the local wage structures. 

Second, the constant pressure of powerful labor organiaztions in their organ- 
izational drives and in their drives for higher wages tends to keep the pres- 
sure onthe local eterprises to improve their wage standards. 

Third, local and State governments are sensitive to local needs. In the past, 
local government has, and in the future it will, continue to provide the pvrotec- 
tion that is actually needed under the circumstances of the local community. 

There is no basis for the assertion that you cannot depend upon the States 
to protect their citizens. In all of the States in which we operate, the State 
legislatures have provided protection for women ind minors by limiting the 
hours of their work and by establishing minimum wage standards. This is 
true in most of the other States in the Nation. 

The proposed extension of coverage of the act is an undesirable intrusion into 
the economy of the local community because it will disrupt established wage 
patterns and relationships with disastrous effect upon small business in those 
communities. I will have some specific examples for you in this connection. 

There can be little question that a legislated wage increase at this time would 
be inflationary. 

You will have a legislated wage increase whether you simply apply the mini- 
mum wage to all business throughout the Nation or make the overtime provisions 
applicable, 

It is no answer to say that the proposal to extend coverage is confined to 
the larger segments of local business—administratively, it is a foot in the door 
and in no time at all the extension will filter down to become all inclusive. Expe- 
rience has shown that congressional action is not always necessary for this 
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process to take place. Even if you put specific limitations in the law as to the 
size of the local business affected, those who advocate Federal control of every. 
thing will be back next year asking that the standard be lowered to further extend 
the coverage. 

It has taken us 20 years to find out what “engaged in interstate commerce’ 
and “production of goods for mterstate commerce” meant—how long do you 
suppose it will take to find the end of coverage when we start to apply a defini- 
tion like this one dealing with “affecting interstate commerce’? With such a 
definition, I predict that when the Administrator gets through, the only busi- 
nesses that will escape this Federal control will be those coming under a narrow 
interpretation of the specific exemptions. 

Legislated wage increases are inflationary because they do not take into account 
increased productivity or other economic changes or factors that bring about 
normal changes. It will not do to say that this would not be a legislated 
wage increase for two reasons; first, whenever the minimum wage is applied 
where it did not exist before, it becomes a floor or starting wage and when you 
lift the floor, the whole structure is raised because it is necessary to maintain 
normal wage differentials. Second, whenever you require an overtime payment 
when it was not paid before, you have a direct wage increase. 

These legislated wage increases cannot help but be inflationary because very 
few of the small businesses affected would be able to absorb the additional cost 
if they wanted to and we have no right to expect them to do so. I will have 
specific examples for you in a moment. Even the larger organizations which 
would be affected would undoubtedly have to pass on most, if not all, of the 
increase to the consuming public. 

Thus, you would in fact be legislating price increases. Lastly, a legislated 
price increase, if you please, would come at a time when statesmanship in indus- 
trial and labor leadership is needed the most and has been asked for repeatedly 
by the President in recent months. 


OUTSIDE SALESMEN 


In 1938, when the Fair Labor Standards Act was passed, Congress recognized 
that the outside sales function would not lend itself to this type of regulation. 
The outside salesman as distinguished from the counter sales clerk in a store 
maintaing regular hours, must necessarily adjust his working hours to the needs 
and desires of the customers. The outside salesman works outside the employer’s 
place of business on his own and cannot be supervised during his working time. 

After 11 years experience under the Fair Labor Standards Act, this exemption 
was reviewed and actually expanded a little in 1949 to include the taking of orders 
for services. Thus, Congress continued to recognize that the sales function was 
not properly susceptible to this type of regulation. 

We submit that nothing has taken place between 1938 and 1957 to change the 
nature of the outside sales function to require that it now be subject to Federal 
regulation of this nature. 

When you turn a salesman loose in his territory to develop it, he is on his 
own. Whether he works more or less than 40 hours a week is up to him. 
He must adjust his work to suit the convenience of those upon whom he will 
call. He must adjust his traveling time to the location of his various customers 
within his territory. His work just cannot be performed under a rigid schedule 
like that of a factory worker. His success as an outside salesman depends on 
his own ingenuity in developing and covering his territory. Traditionally, a 
salesman is compensated in proportion to his production whether he is on a 
salary or commission basis. To subject this practice to rigid hours and over- 
time payments would, in my opinion, result in elimination of many very lucra- 
tive sales positions to the detriment of many employees. 

From the standpoint of the individual salesman, no outside or territorial 
salesman worth his salt would want to be subject to the wage-and-hour law 
for the very simple reason that he cannot be successful in his chosen work if 
he is subject to the act. You cannot separate the sales function from the man 
and it stays with him as he progresses up the ladder of success even to sales 
manager. 

In the petroleum industry, we train our outside salesmen in many things. 
He knows something about real estate and the negotiation of leases, he under- 
stands the needs of commercial consumer accounts and solicits them, he knows 
the requirements of the farmer and solicits his business, he also assists local 
agents and distributors in their sales efforts. He is assigned a territory and is 
well compensated for his efforts in developing it. 
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How successful do you suppose an outside salesman would be if he had to 
stop in the middle of an interview because it was 5 p. m. or was unable to call 
on his accounts during the dinner hour or in the evening because it was after 
working hours? 

To subject his operations to wage-and-hour regulations necessitating the 
payment of time and one-half for all hours of any work in excess of 40 in any 
given workweek, would be to greatly increase the cost of operation under cir- 
cumstances over which the employer would have no control. Actually, in my 
opinion, it would make the type of operation prohibitive and it would be neces- 
sary to break up the territory into many small segments, thus destroying what 
are today very fine lucrative jobs in the petroleum industry. Moreover, close 
supervision of this type of work as required in meeting the provisions of the 
act is impossible. The employer would have no way of telling whether the time 
reports submitted were proper or not. 

It is all well and good to theorize about how simple it would be to pay time 
and one-half for overtime. The reality is, however, that you have to control 
the hours worked if you are to meet the investigator’s requirements. 

We submit that the sales function by its very nature must be exempt from 
this type of regulation, if substantial injury to employer and employee alike is 
to be avoided. 


THE RETAIL AND SERVICE ESTABLISHMENT EXEMPTION 


The retail and service establishment exemption was established by Congress 
in 1938 in recognition of conditions peculiar to the local store. Retail and serv- 
ice businesses are local in character. They depend upon conditions in their 
communities for their volume of business, for the type and character of em- 
ployees and for the amount of wages they pay for the work done. We do not 
believe that the volume of stores’ business has anything to do with these basic 
principles. Whatever regulation is required in the public interest for the retail 
and service establishment should be on the local level where the legislators are 
close to the actual conditions that exist in the community. 

In this connection, it should be noted that in all of the States in which we 
operate, namely, Washington, Oregon, California, Arizona, and Nevada, the 
States have undertaken to regulate the wages and hours in the retail and service 
establishments to the extent that those State legislators deem appropriate. In 
all of these States we have ceilings on the number of hours women and minors 
may work and in all cases we have minimum wages established for women and 
minors. 

States generally have entered this field and we submit should be permitted to 
continue to regulate to the best interests of the public in the various communi- 
ties. The conditions in one part of the country are different from the condi- 
tions in another part. Moreover, the conditions in rural and urban communities 
differ in the same State. 

Spokesmen representing organized labor keep repeating that the States can- 
not be depended upon to protect their citizens. We do not agree with that posi- 
tion but we do agree that it would be much easier for organized labor if they 
could lobby Federal regulation of local industry than if the have to lobby separ- 
ately in the several States to get what they want. 

Federalization of local industry is not very far from socialization. Under 
our constitutional system, matters of public welfare at the local level are the 
problems of the State legislators and not the Federal Government. The power 
which is being exercised here is the interstate commerce power. There has 
been no evidence introduced here, in 1938, or at any time since then to show 
the need for Federal regulation of the retail store. The convenience of power- 
ful unions is no evidence of need. 

Another factor which should not be overlooked is the widespread activity of 
powerful labor unions organizing on a local retail level. This organization 
activity has been going on for years and the unions have made steady progress. 
Wherever you have a labor organization in the picture, there is constant pressure 
for the continual increasing of the wages and fringe benefits. 

The constant effort on the part of employers to improve their standard of 
service so as to be more competitive, particularly with the major firms is another 
factor which leads to increases in the wage structure in retail and service 
establishments. 

May I now give you some specific examples of the effect of the proposed 
legislation contained in H. R. 4575 and 8. 1267. 
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Under H. R. 4575 and S. 1267, a “retail or service establishment” shall mean 
an establishment not more than 25 percent of whose annual dollar volume of 
sales of goods or services (or both) is for resale or is made to customers who are 
engaged in a mining, manufacturing, transportation, commercial, or communica- 
tions business. 

It should be noted here that the language of this exemption is a bit tricky— 
in one breath it says that you are a retail establishment if your sales do not 
exceed $500,000 in a year. In the next breath, it says that regardless of how 
much your sales amount to, if more than 25 percent of them are to people en- 
gaged in mining, manufacturing, transportation, commercial or communities 
businesses, the exemption does not apply at all. This will mean that a great 
many of the little retail and service establishments will find that they do not 
qualify under this definition, and as it is proposed to extend the basic coverage 
of all employees of employers whose business affects commerce as that is defined, 
this bill would be a blank check for the administrator, if you will pardon that 
expression. 

Certainly these bills and others like them would extend coverage of the act 
to cover all 12 of the small employers whom I represent and who operate truck 
service stations in the States of California, Oregon, Washington, Arizona, and 
Nevada. Their operations affect interstate commerce or are in competition with 
those whose operations do affect interstate commerce and they cannot qualify for 
the retail service establishment exemption because more than 25 percent of their 
retail sales are to people engaged in the transportation business. 

This propsed legislation would require each of these employers to pay time 
and one-half after 40 hours of work. All of them are now paying Well above the 
minimum wage required by the Fair Labor Standards Act. 

This would amount to a direct legislative wage increase for all of the em- 
ployees in these stations. Notwithstanding the fact that 10 of these employers 
have contracts with the teamsters union providing for payment of time and one- 
half after 48 hours of work in each workweek. 

I submit that the teamsters union does not need your help in negotiating ¢ 
proper wage level for the employees it represents. 

But somebody will argue that the employer should be able to stand the in- 
creased cost. In the case of the 12 employers I am speaking of, extension of 
the Fair Labor Standards Act to their operations would increase their payroll 
costs on an average of $3,000 per station. To some, the costs would be as high 
as $5,000 or $6,000 and to others, as low as $2,000. 

In not one of these cases could the employer afford such an increase in his 
labor costs today. I have had each of these employers report the affect in 
percentage of reduction in his profits and these are the figures : 

Blythe, Calif., a reduction of 16.7 percent of profits; Brawley, 33.8 percent; 
Eugene, 15.5 percent; Indio, 38 percent; Las Vegas, 9.5 percent; Los Angeles, 
one station, 55.5 percent, another statton, 65.5 percent; Medford, 11.8 percent; 
Oakland, 26.1 percent; Phoenix, 6.8 percent; Redding, 38.6 percent; Salinas, 
26.6 percent ; Sunnyvale, 32.1 percent. 

By way of explanation, in the two cases where more than 50 percent of the 
profits would be lost, I feel that their present payrolls are perhaps unreasonably 
high. In the two cases where the reduction of profits would be less than 10 
percent, I have ascertained that the payrolls are substantially below normal 
because in both cases, four or five partners or members of the immediate family 
are performing work in the stations. 

These operations are typical and will give you specific examples of the impact 
of this proposed legislation. 

In closing, I earnestly urge that you do not change either of these exemptions, 
but allow the local retail and service establishment to be regulated by State 
law and to permit the outside salesmen to perform this sales function which 
is wholly unsuited to rigid regulation. 

In short, while industry has absorbed the impact of the Fair Labor Stand- 
ards Act including its most recent amendment, it cannot be questioned that the 
act and its latest amendment contributed substantially to our current in- 
flation. Moreover, it cannot be doubted that any further increase in costs will 
necessarily be passed on to the consumer and will, therefore, be inflationary. 
We urge you to permit the law to stand as now written. 


Mr. Ketter. Mr. Guntert, what is the rate of wages paid in your 
organization ? 
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Mr. Gunrtert. An outside salesman in the oi] industry will make all 
the way from $400 to $700 a month. 

Mr. Ketiey. How about the other employees ‘ 

Mr. Guntert. Outside salesmen ¢ 

Mr. Ketiry. How about the other employees? What do they get ’ 

Mr. Gunterr. In the oil industry ¢ 

Mr. Kettry. Yes. 

Mr. Gunrert. They would be comparably paid. 

Mr. Ketitey. Of course your outside salesmen are not under im- 
mediate control, are they ? 

Mr. Gunrert. Absolutely no control. A man with headquarters, 
for example, in Seattle, reporting to Seattle, would be working any- 
where in Washington or part of Idaho, and the man reporting in 
Portland, Oreg., w vould be operating anywhere in the State of Oregon 
orsouthern Idaho. That is the Richfield or ganization. 

Mr. Ketiey. Your employees are pretty well organized, then? 

Mr. Guntert. By unions? 

Mr. Keuiry. Yes. 

Mr. Gunterr. In our field and refining operations, yes; but not in 
our sales or office clerical people. 

Mr. Ketiey. Do the employees other than outside salesmen work 
more than 40 hours a week ? 

Mr. Guntert. No, they do not. 

Mr. Ketter. You have nothing to fear from this legislation in your 
organization ¢ 

Mr. Guntert. We have a basic principle here. 

Mr. Ketiry. Except your fear of the outside salesman. 

Mr. Guntert. That is right. You have no way of controlling him, 
Mr. Chairman. In other words, under the law if you were going to 
have to pay time and a half you should be able to control your hours. 
The law puts that burden on you. It is a physical impossibility. That 
was recognized early when this exemption was put in. 

Mr. Keniry. You si ay here on page 2: 

The proposed extension of coverage of the act is an undesirable intrusion in 
the economy of the local community. 

Has there been any such effect in the past from the original establish- 
ment of the minimum wage and maximum hours? Has there been any 
such effect ? 

Mr. Guntert. There has been an impact, if it please the chairman, 
and it has been absorbed. We are speaking now basically of the retail 
establishment intrusion. That would be an intrusion in the local 
economy. If you raised the wages in the retail establishments, it 
would be ex: uct ly that. The retail establishments are now exempt 
under the law. The proposal to extend the coverage to them would, in 
my opinion, be an intrusion into the economy of the local community. 

‘Mr. Ketter. According to the reports of the Department of Labor 
the impact has not been bad at all on the local communities. 

Mr. Gunrerr. But it has not yet touched the retail establishments. 
That is my point. 

Mr. Ketiey. The retail establishments were not covered. I mean 
as far as the act went, there has been no deleterious impact. 

Mr. Guntert. I think regardless of what the statistics show, it must 
be admitted that there has been an inflationary effect. 

Mr. Ketiey. Of course that is questionable. 
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Mr. Gunrert. I think there definitely would be. If you went to the 
retail establishment level at this time there would necessarily be an 
increase in wages and that in turn would mean an increase in price. 
I think the cye ‘le is there. 

Mr. Ayres. Mr. Chairman. Mr. Guntert, just what is the Richfield 
Oil Corp. ? 

Mr. Gunvtert. It is an integrated oil company, Mr. Ayres. We pro- 
duce oil, we refine it, and we distribute it. 

Mr. Ayres. Then it is a corporation which has drilling operations 
and refining operations, and cn you own the retail outlets? 

Mr. Guntrerr. We own many retail outlets; yes. 

Mr. Ayres. The Western Oil and Gas Association is a group of 
people outside the Richfield Oil Corp. ¢ 

Mr. Gunrerr. Yes, sir. It includes 140 members. It includes all 
the major oil companies and practically all of the so-called independ- 
ents. 

Mr. Ayres. They, too, have drilling, refining, and retail outlets? 

Mr. Gunterr. Some of them have one. For instance, some of them 
will have drilling alone. Some will have production alone. Some 
will have refining alone. Very few have refining by itself. Many of 
them have marketing facilities. 

Mr. Ayres. Then you have a great diversified interest insofar as 
the individual employee is concerned ? 

Mr. Gunterr. That is true. 

Mr. Ayres. Do all of these retail outlets have a uniform pay scale 
for a specific job ? 

Mr. GunterT. No. All of cur stations and a great majority of all 
service stations are independently operated. There are only 1 or 
2 chains to my knowledge. Standard Stations, Inc., have what they 
call Standard Stations, Inc., the red, white, and blue stations. Prob- 
shie many more stations than that are operated by the so-called Chev- 
ron dealers. There are a few Union Oil Co. stations on the coast that 
are operated by employees of Union Oil Co., but the great majority 
of service stations are operated by independent businessmen. Those 
are the people that I am talking about. As far as Richfield is con- 
cerned, the extension of the wage-and-hour law to the retail establish- 
ment would not affect-us a bit. It is these independent stations most 
of which, if they are of any size, have contracts with the teamsters 
union. Ten out of these twelve truck stations have these contracts. 
The local conditions require the payment of time and a half after 48 
hours, not 40. Actually it would run some of them out of business. I 
have given you the percentages of reduction of profits of these indi- 
viduals. It is not something which is vit: lly important to my com- 
pany. 

Mr. Ayres. These independent operators have a contract to purchase 
their supplies from the Richfield aeR A 

Mr. Guntertr. Some of them do: ves. The Vv have firm leases. If 
you are familiar with the situation of the independent dealer, they have 
firm leases from the oil companies They buy from whomever they 
please. There is nothing that the ¢ omp: ny that owns the station that 
leases it to them can do about it. 

Mr. Ayres. It would be entirely possible for a man employed as a 
gas pumper in Las Vegas to be making less money than the man doing 
the same work in Eugene, Oreg. ? 
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Mr. Gunter. Definitely. 

Mr. Ayres. In your statement you say that— 
the proposed legislation would require each of these employers to pay time 
and one-half after 40 hours of work. All of them are now paying well above 
the minimum wage required by the Fair Labor Standards Act. 

In other words, you are saying there is no man working in the 
independent filling station, whether he operates a grease rack or 
wash rack or whether he is a gas pumper, making less than $1 an 
hour. 

Mr. Gunrert. I am sure of that as to all those that I have checked. 
At some independent stations that I know nothing about that may 
not be true, but at all the stations I represent that is true. I checked 
it before I came here. The going rate in service stations is more like 
$1.50 or $1.75 an hour for even the 2 ‘ease monkey, as we call him. 

Mr. Ayres. But they are not paid time and a half over 40 hours? 

Mr. Gunvert. Most of them are paid time and a half after 48 
hours. 

Mr. Ayres. Is that an agreement with the employer or are they 
organized / 

Mr. Gunrerr. Many of them are organized. It is competition, 
again. In other words, most of the larger stations are organized and 
the teamsters union are organized on the basis of time and a half after 
48 hours. That is more or less the going prac ‘tice on the coast. 

Mr. Ayres. What union does the man who pumps the gas belong to? 

Mr. Gunvterr. They belong to the teamsters union in many cases. In 
many cases they are not organized. 

Mr. Ayres. Did you not state earlier that they belonged to the team- 
sters union, and we did not have to worry about them / 

Mr. Gunterr. I said the teamsters union did not need the help of 
this committee to establish a proper wage level and proper overtime 
provisions for its members. Ten out of the twelve stations that I am 
representing have union contracts with the teamsters union. 

Mr. Ayres. In your opinion if the man who pumps the gas received 
time and a half pay over 40 hours, would the employer pay that or 
would he just hire someone else ¢ 

Mr. Gunrerr. I cannot tell you that. It all depends upon the eco- 
nomics of the individual station. 

(Supplemental information to above question was furnished by the 
witness and follows :) 

RICHFIELD OIL CorP., 
Los Angeles, Calif., June 5, 1957. 


Hon. WILLIAM H. Ayres, 
VWember of Congress from Ohio, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN AyreES: The writer had the privilege of testifying before 
the Subcommittee on Labor Standards on June 8. During the examination fol- 
lowing the statement, you asked me certain questions concerning the possibility 
of a truck service station operator hiring additional employees instead of paying 
overtime if the law required the operator to pay overtime after 40 hours per week. 
If in order I would like to expand on my answers and hope that it will be in 
order to have this communication inserted in the record at the end of my state- 
ment. 

I find that in all probability those operator would find it necessary to hire 
additional employees to avoid the necessity of paying overtime for hours worked 
in excess of 40 hours per week. This would actually reduce the take-home pay 
of existing employees and would not be desirable from their standpoint. It 








1280 FAIR LABOR STANDARDS ACT 


would not be desirable from the employer’s standpoint because he would have 
a scheduling problem. It would not be desirable from the unions’ standpoint be- 
eause they have no need for or desire to spread the work at this time. 
Thank you for your courtesy in this matter. 
Sincerely, 





DAVID GUNTERT, Counsel. 

Mr. Ayres. You have cited these figures as to what the loss in 
profits would be. 

Mr. Guntert. I was not talking about 4 more hours of overtime. 
In other words, he has a staff of 6 men, let us say, who work 48 hours. 
That is all the work he needs done. He could perhaps put on extra 
men and schedule them for 40 hours but you have a scheduling problem 
then. Stations are open 7 days a week. 

Mr. Ayres. Some of these stations find themselves confronted with 
peak loads. 

Mr. Gunrerr. That is correct. Certain hours of the day there is 
lots of traffic. At nighttime there is lots of truck traffic. In the early 
morning hours perhaps there is less. It all depends. For instance, 
I know that when you get close to Los Angeles, for example, a great 
wave of trucks will have gone in with the produce in the morning. 
At certain times of day they undoubtedly have slac ~ periods. I think 
that is a matter of individual local management. I do not feel that 
that is something that we should be legislating for on the basis of inter- 
state commerce. 

Mr. Ayres. I think the thing that the subcommittee is trying to 
get at, Mr. Guntert, is where rage are employees who work a definite 
schedule just as they would in a factory, then it is pretty xno wN 
for us to say that because this man pumps gas and the other ma 
runs a milling machine in a factory, but they both are scheduled for § 
hours’ work per day, that the one man should be given protection 
and the other not. 

Mr. Gunrerr. I feel this way about comparing these men with 
the factory man. In most cases the factory worker has definitely 
scheduled hours and produces goods for intertsate commerce. Actu- 
ally the men who operate a service station in at least the older con- 
cept of interstate commerce would have nothing whatsoever to do 
with interstate commerce. It was a pure and simple local activity. 

Mr. Ayres. That is all I have, Mr. Chairman. 

Mr. Ketiry. Thank you very much, Mr. Guntert. 

Mr. Guntert. Thank you. 

Mr. Ketxiey. I am glad you came today to present your statement. 

The Chair recognizes the clerk for certain inclusions into the ree- 
ord. 

Mr. A. Reets Kettey. Mr. Chairman, the staff and several mem 
bers of the subcommittee have received comunications pertinent to 
the issue under consideration. 

A telegram from Renato Ricciuti, commissioner of labor of the 
State of Connecticut, received this morning. 

Mr. Ketiey. Read that telegram. 

Mr. A. Rees Kevtey reading: 


Extremely sorry I cannot leave Hartford in closing days of legislature to 
testify before your committee. Strongly in favor of extended coverage under 
Fair Labor Standards Act and expansion of overtime pay to more groups as 
proposed by H. R. 4575; complete statement by letter will follow. 
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Statement of the Toye Bros. Yellow Cab Co. of New Orleans. 

Statement and letter from the National Cotton Ginners’ Associa- 
tion. 

A letter from the Texas Wool & Mohair Warehouse Association of 
Sonora, Tex. 

A letter of the Texas Sheep & Goat Raisers’ Association of Ozona, 
Tex. 

Several letters referred to the subcommittee by the Honorable Joe 
Holt: One from Roland J. Owens, one from Floyd C. Bernard, one 
from M. J. Hoffman, and one from L. E. Haight. And a telegr am 
from Ralph A. Brown, managing director, Ret ail Furniture Associ la- 
tion of California. 

A letter of the Minnesota Retail Federation. 

A letter from C. H. Alberding, Chicago, Ill., respectfully by the 
Honorable Marguerite Stitt Church. 

A letter from J. C. Penney Co. respectfully referred by the Honor- 
able Floyd ema 

A letter from the Great Bend Chamber of Commerce respectfully 
referred by Representative Breeding. 

A letter of the American Bottlers of Carbonated Beverages re- 
spectfully referred by the Honorable Augustine B. Kelley. 

A statement of the Mississippi Automobile Dealers Association. 

A letter of J. B. George of the California Co. 

A letter of Gilbert R. Johnson, counsel of the Lake Carriers’ As- 
sociation of Cleveland, Ohio. 

A statement by J. N. Whitehurst of the Authorized New Car 
Dealers of Dallas. 

A statement of the Delta Council of Stoneville, Miss. 

A statement of the Texas Cotton Ginners’ Association. 

A letter of the Louisiana Laundry & Cleaners Association. 

A letter of the Kansas Wholesalers of Malt Beverage Association, 
Ene, 

A letter from the Kansas Telephone Association, respectfully re- 
ferred by the Honorable James Roosevelt, William Ayres, and 
William Avery. 

\ letter from the Oakwood Markets, Inc., of Kingsport, Tenn. 

A letter from Vernon M. Fay, respectfully referred by the Honor- 
able Craig Hosmer. 

A letter from The Clam Box of Greenwich, Conn., respectfully re- 
ferred by the Honorable Albrt P. Morano. , 

A letter from the Long Beach Retailers Association, respectfully re- 
fe rred by the Honorable Fred Hosmer. 

letter of the Dickerson Lumber Co., respectfully referred by the 
mone Mrs. Keys. 

A statement of Rudolph T. Danstedt, director of the Washington 
branch of the National Association of Social Workers. 

Statement by Mr. Curtis Gatlin of the National Child Labor 
Committee. 

A letter of the Amalgamated Meat Cutters and Buteher Workmen 
of North America from Natick, Mass., respectfully referred by the 
Honorable John McCormack. , 7 

A letter from the Model Laundry of Rochester, Minn., respectfully 
referred by the Honorable Augustine B. Kelley. . 
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And a letter of the National Federation of Settlements and Neigh- 
borhood Centers, respectfully referred by the Honorable Augustine 
B. Kelley. 

Mr. Ketxiry. Without objection the material will be included in the 
record, 

(The information referred to is printed in the appendix of this 
hearing. ) 

Mr. Keuiry. Mr. Batt, Mr. Lubin, and Mr. Pfaus, if you will all 
take chairs down here we will have a panel. 


All right, Mr. Batt. 


STATEMENT OF WILLIAM L. BATT, JR., SECRETARY OF LABOR AND 
INDUSTRY, COMMONWEALTH OF PENNSYLVANIA 


Mr. Barr. First, Congressman Kelley, let me thank you and the sub- 
committee for this opportunity to appear today in the interest of 
H. R. 4575. 

My name is William L. Batt. Jr. Iam secretary of labor and indus- 
try of the Commonwealth of Pennsylvania. I appear here in favor of 
the proposed bill to extend the coverage of the Fair Labor Standards 
Act of 1938, as amended. 

We in Pennsylvania have been much concerned with the weaknesses 
of the present act, its omissions in coverage, and the various exemp- 
tions which the bill under consideration seeks to eliminate in large 
part. We think this proposed bill ts, on the whole, a ve ry good bill. 

This bill, by including industries engaged in any activity affecting 
commerce, will close many loopholes through which employers have 
been ev: ow the ‘spir it of the original act. It will also bring under the 
jurisdiction Yof the or iginal act of 1938 many industries and oce uEpa- 
tions not previously covered, and vill raise the w ages of many persons 
who are now paid substandard wages. To illustrate this point, we have 
prepared these charts, copies of which are attached to my statement. 
They are based on certain findings we have made from a survey of 
wages paid women and children in retail trade. This survey was made 
by ‘the De partment which I head, as a result of many compl: ints we 
received concerning the low wages prevalent in that service industry. 

I would like to direct your attention to these charts, gentlemen. 
We made them big enough, we hope, so you can read the print, but 
I will repeat it to you in case you cannot see it from there. 

Down here [indic ating on chart] at the low end of the scale, 26 
cents to 50 cents, 5.5 percent of women and children in retail trade 
receive 50 cents per hour or less. While this is only a small propor- 
tion of the whole, it is shocking that any such low wage rates prevail, 
from 51 to 75 cents and from 76 cents to $1, as you can see, is where 
the bulk of the women and children employed in retail trade fall. 
Some of these workers are in our large metropolitan areas while 
others are in rural districts. There is no particular spot where it 
can be said one category prevails over the other. Between the two, 
you see in the 51 to 75 cents category about 30 percent fall, and about 
35 percent in the 76 cents to $1 category. 

So, taken together, we have about 70 percent of our women and 
children, slightly better than two-thirds of our women and children 
in retail trade, paid less than a dollar, the minimum wage referred to 
in this bill. 
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The 51 cents to $1 classification includes salesmen, porters, stock 
clerks, attendants, while those receiving in excess of $1 an hour are 
largely managerial, clerical, fitters, alterers, and repair personnel. 

We put these same figures on a pie chart to give you the same pic- 
ture perhaps a little more clearly. Here are 5.5 percent who are re- 
ceiving less than 50 cents. Here are 30 percent receiving from 50 to 
75 cents. Our 36 percent are receiving from 76 cents to $1. That, of 
course, leaves about 28 percent who are receiving in excess of $1 an 
hour, shown in this section here. 

Mr. Ketter. Let me interrupt you there, Mr. Batt. What hours 
do they work ? 

Mr. Barr. This survey did not cover the hours, Congressman Kel- 
ley. We found that the hours information was all over the map. I 
have a case coming up which will indicate that, but I will be happy 
to look into it and see if we do have any information on hours and 
submit it subsequently to the committee. 

Mr. Ketxey. | think it would be important to have that. 

Mr. Barr. I shall be happy to do that. 

Subminimum wages: This, of course, is for the State as a whole. 
We broke these data down to see if there was any differential in our 
surplus labor areas, and we found that subminimum wages are par- 
ticularly widespread in 16 of our counties where a substantial labor 
surplus prevails. As you know, Congressman, we have quite a prob- 
lem in the old coal areas, railroad areas, both the anthracite coal and 
the bituminous coal. 

The next two charts show the percentage distribution of the wage 
rates in these counties, the bar chart showing their comparison with 
the distribution in the State as a whole. 

The green in this chart represents those employees in counties hav- 
ing a substantial labor surplus, while the black represents the figures 
we have already seen, employees in the State as a whole. It is 
readily seen that the bulk of these workers are receiving 75 cents an 
hour or less. Down in the lowest register under 50 cents you see in 
the green we have about 8 percent, as against 50 percent for the State 
as a whole. In the 50 to 75 cents we have about 50 percent of the 
workers as against 30 percent in the State as a whole. Then we get in 
the 76 cents to $1, 25 percent in these areas, 35 percent in the State as a 
whole. In other words, where the labor supply is loosest or in great- 
est surplus the wages paid in this industry are lower than in the State 
as a whole. More than twice the percentage in the State at large are 
receiving 50 cents an hour or less. 

It is obvious that many employers are taking advantage of this 
surplus to exploit their workers through the payment of lower wages, 
which in turn reduces their purchasing power and standards of liv- 
ing and perpetuates a vicious cycle in the economic life of those 
areas. 

This chart presents the same information in a pie chart. Here 
again you see 12 percent of our workers under 50 cents. From 51 
to 75 cents are 50 percent of our workers, leaving from 76 cents to $1, 
26 percent, and only this relatively small segment receiving over $1, 
about 12 percent receiving over $1 in these areas. 

In one case we found an adult woman was clerking in a general 
store for 4614 hours per week for a weekly wage of $15. Broken 
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down, this amounts to about 32.3 cents an hour. Our investigator 
reported ° 

The girl feels she is underpaid. She is a good clerk with years of experience, 
but because of her age does not feel that she can make a change now, and the 
employers realize this. 

This was in one of our surplus areas, Congressman. 

We estimate that approximately 900,000 men, women, and children 
in Pennsylvania will be covered by this bill. Among those affected 
are workers in the fields of agriculture, wholesale and retail trade, 
finance, insurance and real estate. hotels, and various miscellaneous 
groups. 

Of particular interest to certain Pennsylvania industries are sec- 
tions 4 and 7, whereby the minimum wages in Puerto Rico will be 
raised, and those industries will no longer be subject to unfair com- 
petition as the result of substandard wages now paid in the island. 
One example of this unfair competition is the pottery industry. We 
have in our State many potteries making high-grade vitr ified china. 
These potter les are now paying employees an average hourly wage of 
$1.48. They are competing with newly established potter ies in Puerto 
Rico—often established with Government assistance—which pay ap- 
proximately 38 cents an hour. 

Opponents of this bill may argue that the present law is sufficient 
and that the matter of extension of any coverage thereto should be left 
to the individual States. Experience would indicate that if this were 
done American workers simply would not get any extension of mini- 
mum wages. 

During the past 19 years, the period in which the original act of 
1938 has been in force, most States have done very little to bring 
about any changes in minimum wages within their borders. It is dif- 
ficult for individual States to adopt such legislation and place them- 


selves in an unfavorable competiti ere with other States: which 
[ think, C ongressman, is one of the great areuments for Federal legis- 
lation in this field. 

When the Fair Labor Standards Act was pas ssed in 1938, all kinds 
of dire ene ies were made cone ern! 1g it. Not one came to pass 
Instead, it was one of = main contributing factors to the longest 


period ue am :perity in the Nation’s recent economic history 
Despite its bene ficial oe ts, our ene law seems to us somewhat 


discriminator Wi! an employee does determines whether he is 
covered iether r than the business in which the employer is engaged. 
His coverage is not aiways predicated upon his employer’s business. 


A case in point: C afeteria workers at a Pittsburgh steel plant are not 
covered by the present act, but the steelworkers who eat in that cafe- 
teria are covered. If the proposed bill is adopted, this unfair dis- 
crimination will no longer exist. 

Iw 1, 108 a eal] you! ittention to clause (1) of s sectlo n 9 of the 
proposed bill, which establishes a dollar volume of $500,000 in retail 
sales of goods or services. We are of the opinion that this ceiling 
could be lowered to $250,000 or er without creating undue hard- 
ships for the small-business m 

This $500,000 figure woul Le exc dlude so many employers in our State, 
particularly in retail trade, that it would defeat a good deal of the 
purpose of the bill. 
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We hope this subcommittee and the committee of which it is a part 
will report favorably on this bill to amend the Fair Labor Standards 
Act of 1938, and that it will be adopted by this Congress. It will be 
beneficial not only to the people of my State but to those of every State 
jnasmuch as it will help put them on an equal basis and thereby elimi- 
nate unfair interstate competition in wage rates. It will raise the 
standard of living for millions of people throughout the country and 
thereby support the Nation’s economy. 

I thank you very much, gentlemen. 

(Mr. Batt’s prepared statement follows :) 


STATEMENT OF WILLIAM L. Bart, JR., SECRETARY OF LABOR AND INDUSTRY, 
COMMONWEALTH OF PENNSYLVANIA 


Iam William L. Batt, Jr., secretary of labor and industry of the Commonwealth 
of Pennsylvania. I appear here in favor of the proposed bill to extend the 
coverage of the Fair Labor Standards Act of 1938, as amended. 

We in Pennsylvania have been much concerned with the weaknesses of the 
present act, its omissions in coverage, and the various exemptions which the bill 
under consideration seeks to eliminate in large part. We think this proposed 
bill is, on the whole, a very good bill. 

This bill, by including industries engaged in any activity affecting commerce, 
will close many loopholes through which employers have been evading the spirit 
of the original act. It will also bring under the jurisdiction of the original act 
of 1938 many industries and occupations not previously covered, and will raise 
the wages of many persons who are now paid substandard wages. To illustrate 
this point, we have prepared these charts, copies of which are attached to my 
statement. These charts are based on certain findings we have made from a 
survey of wages paid women and children in retail trade. This survey was made 
by the Department which I head, as a result of many complaints we received 
concerning the low wages prevalent in that service industry. 

Five and five-tenths percent of these workers receive 50 cents per hour or less. 
While only a small proportion of the whole, it is shocking that any such wage rates 
prevail. From $0.51 to $0.75 and from $0.76 to $1 is where the bulk of the women 
and children employed in retail trade fall. Some of these workers are in our 
larger metropolitan areas, while others are in rural districts. There is no particu- 
lar spot where it can be said one category prevails over the other. The $0.51 to $1 
classification includes sales persons, porters, stock clerks, attendants, while 
those receiving in excess of $1 per hour are largely managerial, clerical, fitters, 
alterers, and repair personnel, The same figures are here in the pie chart, which 
shows better how each category is related to the State as a whole. You will 
observe that the smallest category, of course, is of those receiving $0.50 per hour 
or under, while the vast bulk are those who are receiving $0.51 to $1 per hour. 
Approximately 28 percent are receiving in excess of $1 per hour. 

It is at once apparent that the greater portion of these workers, approximately 
70 percent, are receiving $1 an hour or less. The actual number receiving less 
than $1 an hour, the national standard, was 58.2 percent. 

Subminimum wages are particularly widespread in 16 of our counties where a 
substantial labor surplus prevails. The next two charts show the percentage 
distribution of the wage rates in these counties, the bar chart showing their 
comparison with the distribution in the State as a whole. 

In this chart the green represents those employees in counties having a sub- 
stantial labor surplus, while the black represents employees in the State as a 
whole. It is readily seen that the bulk of these workers are receiving $0.75 per 
hour or less. The same figures for the distressed areas or, in other words, those 
counties having a substantial labor surplus, are set forth again in this pie 
chart. There you can see that one-half are receiving from $0.51 to $0.75 per hour, 
whereas only 3 out of 10 are in that same category in the State as a whole. 
In our distressed areas, more than twice the percentage than in the State ic 
large are receiving $0.50 an hour or less. 

It is obvious that many employers are taking advantage of this surplus to 
exploit their workers through the payment of lower wages, which in turn reduces 
their purchasing power and standards of living and perpetuates a vicious cycle in 
our economic life. 

89327—57—pt. 1——-88 
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In one case, we found that an adult woman was clerking in a general store 
for 4614 hours per week, for a weekly wage of $15. Broken down, this amounts 
to 32.3 cents per hour. Our investigator reported, “Girl feels that she is under- 
paid. She is a good clerk with years of experience, but because of her age does 
not feel that she can make a change now, and the employers realize this.” 

We estimate that approximately 900,000 men, women, and children in Pennsyl- 
vania will be covered by this bill. Among those affected are workers in the fields 
of agriculture, wholesale and retail trade, finance, insurance and real estate, 
hotels,.and various miscellaneous groups. 

Of particular interest to certain Pennsylvania industries are sections 4 and 7; 
whereby the minimum wages in Puerto Rico will be raised, and those industries 
will no longer be subjected to unfair competition as the result of substandard 
wages now paid in the island. One example of this unfair competition is the 
pottery industry. We have in our State many potteries making high-grade 
vitrified china. These potteries are now paying employees an average hourly 
wage of $1.48. They are competing with newly established potteries in Puerto 
Rico—often established with governmental assistance—which pay approximately 
38 cents per hour. 

Opponents of this bill may argue that the present law is sufficient, and that 
the matter of extension of any coverage thereto should be left to the individual 
States. Experience would indicate that if this were done, American workers 
simply would not get any extension of minimum wages. 

During the past 19 years, the period in which the original act of 1988 has been 
in force, most States have done virtually nothing to bring about any changes 
in minimum wages within their borders. It is difficult for individual States to 
adopt such legislation and place themselves in an unfavorable competitive 
position with other States. 

When the Fair Labor Standards Act was passed in 1938, all kinds of dire 
prophecies were made concerning it. Not one came to pass. Instead, it was one 
of the main contributing factors to the longest period of prosperity in the Na- 
tion’s recent economic history. 

Despite its beneficial effects, our present law is discriminatory. What an 
employee does determines whether he is covered rather than the business in 
which the employer is engaged. His coverage is not always predicated upon 
his employer’s business. Cafeteria workers at a Pittsburgh steel plant are not 
covered by the present act. The steelworkers who eat in that cafeteria are 
eovered. If the proposed bill is adopted, this unfair discrimination will no 
longer exist. 

I wish, too, to call your attention to clause (1) of section 9 in the proposed bill, 
which establishes a dollar volume of $500,000 in retail sales of goods or services. 
We are of the opinion that this ceiling could be lowered to $250,000 or $300,000 
without creating undue hardships for the small-business man. This $500,000 
figure would exclude so many employers, particularly in retail trade, that it 
would defeat the purpose of the bill. 

We hope this subcommittee, and the committee of which it is a part, will 
report favorably on this bill to amend the Fair Labor Standards Act of 1988, and 
that it will be adopted by this Congress. It will be beneficial not only to the 
people of my State, but to those of every State, inasmuch as it will help put 
them on an equal basis and thereby eliminate unfair interstate competition in 
wage rates. It will raise the standard of living for millions of people throughout 
the country, and thereby support the Nation’s economy. 
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CHART 18 
PERCENT DISTRIBUTION OF WAGE RATES PER HOUR 
BY TWENTY-FIVE CENT INTERVALS IN PENNSYLVANIA 
RETAIL TRADE (WOMEN AND MINORS) 


, 51-15 


COMMONWEALTH OF PENNSYLVANIA 
DEPARTMENT OF LABOR AND INDUSTRY 
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ERCENT DISTRIBUTION OF WAGE 
RATES PER HOUR FOR WOMEN AND 
MINORS IN PENNSYLVANIA RETAIL TRADE 
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PERCENT DISTRIBUTION OF WAGE RATES 
PER HOUR FOR WOMEN & MINORS IN 


PENNSYLVANIA RETAIL TRADE IN COUNT- 
1ES HAVING A SUBSTANTIAL LABOR SURPLUS 
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Mr. Keitiry. Mr. Batt, one of the arguments used against the ex- 
tension of this act is the inflationary effect. Do you care to comment 
on that? 

Mr. Barr. I mentioned that when it came up in the previous testi- 
mony, and I would like to ask Dr. Lubin’s views on that. My own 
views are that the inflationary effect would be ey because what 
we are talking about are very substandard wages. I do not know of 
any measurements that have been made on this count. I suppose it 
would be interesting to look at the effect the 1938 act had on the 
national economy. I would seriously doubt whether there would be 
any evidence to support the fact that it or the most recent amendments 
were inflationary in effect. 

Mr. Ketxrxy. Do you care to comment on that, Dr. Lubin? 

Mr. Lusi. Yes. I was going to cover that for our own State, 
Congressman. I will show you what thas happened in the State of 
New York, where we have a minimum wage law and we cover retail 
trade. We have just put into effect in February a minimum wage of 
a dollar in retail trade in all areas except communities of 10,000 or 
under, excepting the Long Island counties. A year from now the 
rate in those areas goes up to $1. It is 90 cents now. So within a year 
we will have a $1 minimum throughout the State. 

We have also put into effect a minimum wage rate in laundries and 
in dry-cleaning establishments within the last few months, and those 
two industries will be at a dollar in 1957. 

The figures on this chart show the percentage of workers affected 
by the minimum and the percentage increase in payrolls which has 
been required to raise these people to the minimum. 

In 1945 we put into effect our first minimum wage in the retail 
trade industry, and we set the rate at 5214 cents. When that rate 
of 5214 cents was put into effect, it increased the wages of 27 percent 
of our workers. The actual increase in payroll—in other words, the 
cost to industry—was 3.6 percent. Then in 1953 we raised that 5214 
minimum to 75 cents. That increased the wages of 6 percent of our 
workers, but the increase in payrolls was only four-tenths of 1 per- 
cent. In 1957, this year, we increased the rate from 75 cents to a 
dollar. Seventeen percent of our workers received increases as a 
result of that directly. The increase in payrolls was 1.7 percent. 

In the laundry industry a similar situation prevailed. In 1947 we 
increased the wages directly of 9.9 percent of our workers. Payroll 
increase was only eight-tenths of 1 percent. When we increased it 
to 75 cents in 1953, 7 percent of our workers were affected and pay- 
rolls went up only one-half of 1 percent. In 1957 we increased it to $1 
and a third of the workers had their wages increased and the actual 
cost in payrolls to the employers was 3.1 percent. 

Similarly i in dry cleaning, when our dollar rate goes into effect 20 
percent of our workers will get increases and the actual cost in pay- 
rolls will be 1.7 percent. 

In other words, in terms of the total payroll of the Nation the 
increase will be relatively insignificant, so much smaller than the 
average pay increase which has been taking place, let us say, in the 
automobile industry as a result of pr oductivity each year or any of 
those increased costs which have resulted from negotiations of the 15 
million people who are covered by collective contracts in the country 
as a whole. So at least judging by our own experience in the State 
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of New York with our single largest industry employing over 600,000 
people i in retail trade, the : actual increase from 75 cents to $1, : a 25-cent 
increase in the minimum, will affect affected payrolls only 1.7 percent. 

Mr. Kerury. Have you any questions to ask Mr. Batt or Dr. Lubin, 
Mr. Ayres? 

Mr. Ayres. In view of the testimony of the gentleman from Penn- 
eylvania and then observing what you have been able to do in New 
York, I cannot see that there is such a difference between Pennsyl- 

vania and New York that you could not do that in Pennsylvania, 
although you said you could not. 

Mr. Barr. Could not do what, sir? 

Mr. Ayres. Raise the minimum wage so you would be covering 
people the same as cny do in the State of New York. 

Mr. Barr. Sir, we are engaged on a program similar to New York’s 
at this time. sient: our law and I believe New York’s, too, applies 
only to women and children. The Federal law applies to men as 
well. 

Mr. Ayres. Is that correct? Does your law in New York apply 
only to women ? 

Mr. Lupin. Our law in New York when passed applied only to 
minors and women, but by court interpretation it apphes to men as 
well. It is due to an interpretation which the court has made. Con- 
sequently, when we put our dollar into effect in retail trades this 
year it affected men as well as women. 

Mr. Ayres. I think in view of the testimony, as someone sitting up 
here trying to be impartial on it, I would have to draw the conclusion 
that New York has done a splendid job and Pennsylvania has not. 

Mr. Barr. That is quite true, sir. We have our first minimum wage 
board established. Our machinery is based on the 1937 act, not 
unlike the New Yorkact. The first aainenons wage board in the retail- 
ing industry has been established and we are meeting tomorrow, as a 
matter of fact. They have to have ierlnes throughout the State 
and then make recommendations to me, and the secretar y of labor and 
industry has to support them or otherwise. We have had under that 
1937 act two minimum wages already set. One is in laundries and 
one is in restaurants and hotels. The figure which was set at that 
time back in 1937 or shortly thereafter was 27 cents in laundries and 
35 cents in hotels and rest: vurants. We are determined to see if 
these cannot be made far more realistic. 

Again this applies only to women and children. We do not have 
such a court ruling in Pennsylvania. We are anxious that the bene- 
fits of minimum wages be extended beyond the borders of our State. 

Ayres. My point is if one State has been able to do it, why 
cannot another State do it ? 

Mr. Pravus. Congressman, only a few of the States have such laws 
to apply. 

Mr. Ayres. Are we to admit here this morning that New York is 
more progressive than most States ? 

Mr. Barr. Yes; I think that is a fair assumption. 

Mr. Lupin. I might say, Mr. Congressman, in order to shift the 
question in another direction, I think there is one State—I have for- 
gotten which one—which still has a minimum wage law of 1614 cents 
an hour. I do not remember. It is one of the Midwestern States. 
The law was passed something like 30 years ago. 
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Mr. Ayres. It isnot Ohio. I can assure you. 

Mr. Lustn. I can assure you of that. It is an agricultural State, 
a nonindustrial State. 

Mr. Ayres. In your charts regarding the low wages paid in Penn- 
sylvania in the retail trade, I presume you have lumped the service 
employees, waitresses, waiters, hotel service employees, in that cate- 
gory and have taken their salary, or hourly wage, as your figure 
without considering any gratuities they might receive for performing 
their service ? 

Mr. Barr. This study refers only to retailing. This does not refer 
to hotel and restaurant employees. We have a study in process on 
hotel and restaurant employees in connection 

Mr. Ayres. You do not classify a restaurant as a retail establish- 
ment for this purpose, then ? 

Mr. Barr. No. 

Mr. Ayres. Are you anticipating similar State coverage in Penn- 
sylvania in the near future, similar to that which they now have in 

ew York? 

Mr. Barr. Yes, sir. It is difficult to prejudge the findings of our 
panels, but we hope we will be able to do as effective a job. 

Of course, as Dr. Lubin pointed out, this has been progressive over 
a period of years. We may not be able to get there right away. It has 
been progressive for a period of years, 55 to 57. 

As I say to you, one of the inadequacies of leaving this up to the 
States is that the States are not doing it, with the exception of 
New York. 

Mr. Ayres. You mean to say the Federal Government should get 
into anything that the States do not ? 

Mr. Barr. I think where there is a human need established and 
where experience shows this need cannot be met by local or State 
action, I think that is a very good definition of where Federal action 
is called for. 

Mr. Ayres. I may be getting a little ahead here because Mr. Lubin 
has not actually read his statement, but I am interested in his sum- 
mary in which he states: 

Our analysis indicates that the Kelley amendment, if enacted, would not have 
— effect on labor standards in New York State as it would in most other 

I therefore go back to the same question, that if New York can do 
it perhaps it would be advisable for this committee to make a thor- 
ough survey of just what New York has done and make that recom- 
mendation so the States can do it rather than asking the Federal Gov- 
ernment to do it. 

I think it is quite significant that Mr. Lubin should make that state- 
ment that this amendment would not have much effect on New York 
compared to other States. 

Mr. Barr. That is the only State that can make that statement. 
Dr. Lubin would be a better person to comment on that. 

Mr. Pravs. In the meantime the employers in New York State are 
subjected to the competition in costs from the other States who are 
not doing it. 

Mr. Ayres. But you have had a State legislature in Pennsylvania 
about as long as we have had a Congress. ~ They have studied these 
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roblems, and if your elected officials in the State have a pattern which 
cis been established by another State to follow, as the gentleman 
from New York has presented here so effectively, then I should think 

ou would be able to do a better job through the State legislature by 
ringing out the need of your individual State and building up that 
State pride than by coming down and saying “Our State wants no part 
of it; we cannot get our legislature to move. Therefore we will have 
to get the Federal Government to do it.” 

r. Barr. We have not as comprehensive legislation as the Federal 
legislation. We have this limited legislation referring only to women 
and minors which goes back to 1937. We hope to be able to put that 
into high gear or accomplish some of the good, only some of the 
good, that would be accomplished by this legislation. re 

This is far more comprehensive. It applies to men, which is not 
covered at all by any State legislation at present, and I think the 
progressive States have a responsibility in this instance to see to it 
that their companies and businesses are not penalized. 

As Mr. Pfaus pointed out, they should not be penalized by passing 
progressive violation in their States and putting them at a disad- 
vantage competitively with other States which do not pass such legis- 
lation. 

Mr. Lusty. If I might interrupt at that particular point. We have 
a problem in the State of New York. We have a whole series of 
counties that parallel Pennsylvania. Their wages rates are much 
lower in these areas where we have higher rates, so anybody living 8, 
10 or 15 miles from the order can go into Pennsylvania and on oc- 
casion buy things cheaper than they can buy them in New York be- 
cause of the fact that the folks, as he said, in those areas are getting 
40 cents, 50 cents, and 60 cents an hour. 

We want this law passed so that wherever there is competition with 
our employers who are paying higher wage rates, and apparently have 
no objection to it because they feel they are getting better labor and 
more loyal labor, getting labor which in many instances is more effi- 
cient, we want to protect them against the competition of employers 
such as were pointed out by Mr. Batt in Pennsylvania, in an area of 
surplus population, who hire people at 50 cents and 60 cents an hour. 

In other words, we want to protect our people against employers 
in other States where there is some competitive basis. 

We also, for example, are interested in this particular law because of 
the fact that, as we interpret it, certain construction workers will come 
under it. It will not affect construction workers in the State of New 
York if you pass this bill, which we hope you will. The reason is that 
virtually all of our employees are highly organized in construction, 
and even those who are not organized already get more than $1 an hour 
and in 90 percent of the cases get time and a half for overtime. 

All of this means cost of construction. We want employers to ex- 
pand in New York rather than in other States. We would like some 
of your folks from Ohio to come to our State as one did recently, 
having rented a large factory. 

In other words, to protect the high standards we have for our workers 
we want to see this bill passed to protect our employers against lower 
costs in other States where the difference is not a difference in effi- 
ciency but a difference in the employers’ ability to get his workers 
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lower, because, as Mr. Batt says, in certain areas you have surplus 
labor population. We therefore need it as a Federal law because all 
the States will not do it. 

I feel no State and no employer, and I think you will agree with 
me, sir, should succeed on the basis of anything but efficiency; in other 
words, their ability to give the customer the best possible product at 
the best possible price with a minimum standard for his employees, 

Once they become competitive, not on the basis of efficiency, but be- 
cause of cheaper labor, because of gratuitous circumstances, either 
because of State legislation or labor surpluses, then I say we are not 
really having a competitive system which, after all, is the basis of our 
whole economy. 

The most efficient employer is the man who ought to get the busi- 
ness, and we are not running the economy on that basis when we say he 
gets the business not on the basis of efficiency but cheaper labor. 

Mr. Ayres. Did I understand you to say during your explanation of 
the chart that under your New York law you have excluded those towns 
of 10,000 or less? 

Mr. Luvern. Historically under our former wage orders we had a 
differential. Towns of smaller size had a different rate, a differential 
of 10 cents between the bigger communities and smaller communities. 

Mr. Ayres. Are your towns of 10,000 or less now covered by your 
New York law? 

Mr. Lupin. They always have been but they always had a lower wage 
rate. 

When we set the dollar minimum in retail trade this year, the wage 
board, made up of employers, labor, and the public, recommended 
that that differential be eliminated, that they all pay the same wage 
rate. 

In order not to put too much of a burden on these smaller com- 
munities which always have been paying less than the bigger com- 
munities, we gave them a year to adjust themselves so they are paying 
90 cents now and they will pay $1, the rate paid by everybody else. 

One reason for that is the fact the shopping center has become a 
tremendous factor in the retail trade of our State, so you have had 
positions of a city like Rochester, a quarter million people, w ho paid 
$1. Six miles out there was a shopping center and a community of 
10.000, and they could pay less wages than Rochester did, although the 
customers came from Rochester, and the same stores operated in the 
shopping center as operated in the city of Rochester. 

That is true of virtually every important metropolitan area in our 
State. 

You were giving an unfair advantage to a shopping center which 
happened to ‘be outside the city limits in a community of less than 
10,000, so both the employers and the workers and the public agreed 
that equity required they should all pay the same rate. 

Mr. Ayres. When will that be effective ? 

Mr. Lupin. April of 1958. 

Mr. Ayres. Then you will have a uniform law covering every retail 
establishment regardless of where it happens to be located ? 

Mr. Lunry. That is right. 

Mr. Ayres. Won’t you find in some cases the man or the lady would 
be better off financially working for 90 cents in a rural c ommunity than 
they would for $1 in Rochester ? 
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Mr. Lusty. Legally a rural community of 10,000 or under might be 
a suburb of Rochester, so her costs are virtually the same, and your 
customers come from the rural areas and from the city. 

In other words, you are putting your city employers at an unfair 
disadvantage with those areas which have developed outside the city 
limits. 

Mr. Ayres. Unless there is a surplus of labor the shopping center 
would have to pay approximately the same scale, anyway; is that 
right ! 

Mr. Lusix. In many areas they have to pay more to attract labor 
in new areas where you have not had a trained labor supply, so there 
is no real consistency. You will find our big department stores that 
have branches in shopping areas pay virtually the same as in New 
York City, which is the organized-labor rate. It runs about $1.65. 

Mr. Ayres. Then can we assume that you did not find the buying 
public driving the extra miles because of the cheaper price ? 

Mr. Lupin. It varies entirely with the areas. These big shopping 
areas have been developing around New York City, Westchester, and 
Long Island, they had to pay the going rate and there was no way out. 

On the other hand, upstate there was a difference. The store 
owners in the cities felt they should be protected against this competi- 
tion of some fellow 8 miles away from him in a shopping center, had 
he been on the line he would have had to pay the dollar but if he were 
100 yards beyond the line in an area of 10,000 or less he would not have 
had to pay it. They were as much interested in that as we were. 

Mr. Ayres. There have been a lot of factors other than the wage 
paid to the employees that have caused the growth of the shopping 
center. 

Mr. Lusty. That I grant you, just the growth of suburbia. 

Mr. Ketter. Do you want to read your statement, Mr. Lubin? 

Mr. Lupin. All right, sir. 


STATEMENT OF ISADOR LUBIN, INDUSTRIAL COMMISSIONER, 
NEW YORK STATE 


Mr. Lupin. Proposals to extend the coverage of the Fair Labor 
Standards Act have been much discussed and were the subject of 
extensive hearings in a Senate subcommittee during 1955, 1956, and 
again in 1957. 

I shall not restate the arguments for extending coverage, since they 
are already a matter of record. I do want to indicate my hearty ap- 
proval of the principles underlying the present bill. 

This morning I would like to make available to your subcommittee 
our estimates of the effect. of the Kelley bill on minimum wage coverage 
in New York State and also pertinent information on New York State 
experience with minimum wage floors in some of the industries now 
proposed to be covered by Federal legislation. 


EFFECT ON COVERAGE OF NEW YORK STATE WORKERS 


In September 1956, 2,930,000 of the 5,644,000 workers employed in 
private industry in New York State were subject to the minimum wage 
provisions of the Fair Labor Standards Act. 
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In addition, approximately 765,000 workers in New York State 
were engaged in activities in interstate commerce but were specifically 
exempted from the minimum wage provisions of the act. Of these, 
about 433,000 were exempt because they were executive, administrative, 
or professional employees or were outside salesmen. 


Estimated number of employees subject to the minimum wage provisions of the 
Fair Labor Standards Act, New York State, present law and proposed H. R. 
HOTS 


{In thousands] 








Industry Present Proposed Added 

law coverage 
Total subject and not exempt nia 2, 930 3, 743 813 
Manufacturing _ __---- oe paaittas ‘ 1, 791 1, 888 97 
Mining and quarrying 9 9 5 Seca 
Contract construction oe 108 220 112 
i Ba as 332 693 361 
Finance, insurance and realestate -_- 171 199 2B 
‘Transportation, communication, public utilities 381 453 72 
Service (except domestic) 138 237 99 
Agriculture, forestry and fishing --.-_- y a 44 4 


Mr. Lusty. The proposed bill would bring an additional 813,000 
New York State workers under the Federal minimum hourly wage 
of $1. This is a rough estimate because it is made in anticipation of 
administrative determinations and judicial decisions that have yet to 
be made. Nevertheless, it is a first approximation of the effect of the 
proposed law. 

Over half (57 percent) of the added coverage of 813,000 workers 
would be in trade and service industries. Of the 460,000 additional 
workers in these industries who would be covered, about 300,000 are 
employed in large establishments and chainstores. Most of the re- 
maining trade and service workers who would be covered are employed 
in wholesale trade. 

On the assumption that workers engaged in the construction of office 
and factory buildings and large residential structures would be deemed 
subject to Federal coverage, about 13 percent of the added coverage 
would be in the contract construction industry. 

One-eighth, or 100,000, of the added coverage would be in manu- 
facturing industries. Of these, 60,000 are outside salesmen. The 
proposed bill would extend the protection of the statute to almost all 
manufacturing workers not now considered to be engaged in com- 
merce or in the production of goods for commerce. 

Coming under the law, in addition, would be about 72,000 workers 
in the transportation, communication, and public-utility industry, 
28,000 workers in finance, insurance, and real estate, and about 44,000 
agricultural workers, most of whom are employed on the larger farms. 

Now I want to point out that of the additional 813,000 employees in 
New York who would be covered by the Kelley amendment, 324,000 
are already under State minimum-wage orders. Therefore, the net 
increase in the number of workers under minimum wages—if we com- 
bine the Federal and State coverage—would be about 500,000 
(489,000). 

Stating the situation in another way, a total of 4.1 million workers 
in New York State are now protected either by the Federal law or 
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State minimum-wage orders. Under the proposed legislation the 
total would be raised to about 4.6 million. About 1.5 million workers 
at the present time have no minimum-wage protection. The Kelley 
bill would reduce this noncovered group to approximately 1 million 
workers.’ 

On this chart we show the people covered by the present Federal 
minimum wage law, 2,830,000. 

If the Kelley bill is passed that number will be increased 
to 3,319,000. 

However, you have to bear one thing in mind. Of this group of 

resent coverage there are approximately 100,000 already covered by 
State laws. We have a total of 1,260,000 people covered by our State 
law, but there is double coverage there because 100,000 of them are 
under Federal law as well, so if we did not cover them the Federal 
Government would have covered them. 

Under the proposed Kelley bill that number covered would remain 
the same under State coverage but 424,000 of them who are now cov- 
ered by State would also be subject to coverage by Federal. In other 
words, you would be adding about 324,000 people to coverage who 
are already covered by our own laws. 

So if our law were repealed tomorrow there would be about 424,000 
people under your Federal law who would still be covered if we elimi- 
nate all State coverage. 

What all this means in effect is this: At the present time there are 
1,554,000 people not covered by either law. Under the Kelley bill 
that number would fall from 114 million to 1,065,000. In other 
words, you are adding additional protection to people who have it 
from neither the State or Federal Government to about a half million 
workers. 

Putting it still another way, of the total combined State and Fed- 
eral coverage of 4.1 million workers, 2.8 million workers are covered 
exclusively by the Federal act, 1.2 million workers are covered ex- 
clusively by State wage orders, while 100,000 workers are covered by 
both. ‘The Kelley bill would bring a four-fold increase in the number 
of workers with overlapping protection (from 100,000 to 424,000), 
while increasing those exclusively under Federal jurisdiction from 2.8 
to about 3.3 million. 

This is shown on chart I. 

As you know, the Fair Labor Standards Act provides that where 
State minimum wage standards are higher than those provided in the 
Federal law, the former shall apply. 

We conduct few inspections in the confectionery industry where 
there is concurrent jurisdiction, because the Federal standards are 
much higher than those provided in the, as yet unrevised, State order. 
On the other hand, we inspect each retail and wholesale establishment 
where at least 25 percent of the sales are retail, although some of these 
establishments may come under Federal jurisdiction. This procedure 
is followed despite the fact that for most of the State the minimum 
wage is the same under both jurisdictions. However, the State retail 
trade order requires additional payments for split shifts and spread 
of hours, requires uniforms, and also provides minimum daily call-in 
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pay and a minimum weekly wage. Most of the violations which we 
find in these establishments relate to these supplemental wage pro- 
visions. 

On the whole, the $1 minimum wage would add little to the pay 
envelope of New York State w orkers or to the payroll costs of em- 
ployers under the current proposal to extend the coverage of the 
Federal law. 

Of the 813,000 additional workers proposed to be covered by the 
Federal law in New York State, about 324,000, as previously men- 
tioned, are already under State minimum wage orders. These orders 
are presently being revised and where revisions have been completed 
they have provided a basic minimum of $1 an hour. 

Among the remaining 489,000 workers who would be covered * are 
121,000 in wholesale trade, few of whom would benefit from the mini- 
mum wage provisions of the law, and 97,000 workers in manufac- 
turing industries now employed in small firms or as outside salesmen 
almost all of whom already receive hourly wage rates in excess of $1 
an hour. 

Of the total of 489,000 workers, there are also 82,000 workers in con- 
tract construction, an industry in which collective bargaining con- 
tracts, generally speaking, have established wage rates ‘which equal 
or exceed the present Federal minimum. In addition there are 72,000 
workers in the transportation, communication, and public utility 
industries and 25,000 workers in the finance, insurance, and real es- 
tate industry, few of whom receive less than $1 an hour. In the 
service industries not already covered by State minimum wage orders, 
the majority among the 48, 000 workers who would be added. are office 
and repair workers who, with few exceptions, earn above the mini- 
mum rate. Some of the 44,000 farmworkers to be covered would in 
all probability be entitled to wage increases under the dollar 
minimum. 

Application of the overtime provisions would have a somewhat 
greater impact on the earnings of New York State workers than the 
dollar minimum wage. 

The proposed elimination of the overtime exemption for industries 
of a seasonal nature would affect approximately 20,000 workers— 
mostly in canning and dairy products. There may also be some effect 
on the earnings of outside salesmen, but the extent of the impact is 
not known. Removal of the overtime exemption for truck and bus 
drivers now under Interstate Commerce Commission jurisdiction may 
also affect the earnings of some over-the-road employees in the trans- 
portation industry. 

Among retail and service workers—the largest group to whom 
coverage . would be extended by the proposed amendments—the over- 
time pay requirements would have a definite though moderate effect 
in New York State. Most now receive, or will next year receive, at 
least time and a half the minimum rate of $1 an hour for over 40 
hours of work. But only 55 percent of all retail establishments that 
sometimes use overtime schedules now pay time and a half the regular 
rate of pay after 40 hours a week. This ratio probably is higher 
among the larger stores that would be covered by the proposed legisla- 
tion. We know that among department stores, for example, 92 per- 
cent pay time and one half the regular rate after 40 hours. 
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In the service trades, most of the workers who will be newly covered 
are employed in the larger hotels, which for the most part are unionized 
and now pay time and a half after 40 hours; in repair services, where 
a substantial number of workers probably will be affected by the 
overtime provisions; and in offices of various types, where a substan- 
tial number also may be affected. 


EFFECT OF NEW YORK STATE MINIMUM WAGE ORDERS IN RETAIL TRADE AND 
IN SERVICE INDUSTRIES 


We do not have really definitive information on the total effects of 
our minimum wage orders on the various industries and workers 
covered, because comprehensive follow-up studies have not been made. 
This lack is now being partially remedied by a study of the effects of 
the recently revised retail trade minimum wage order. This study 
will attempt to determine (1) the added payroll cost to employers of 
the minimum hourly wage and supplementary wage provisions, (2) 
the amount of wage increases for workers above the minimum, and 
(3) the adjustments that have been made as a result of the revised 
wage order in number of employees, hours of work, customer service, 
store organization or operation, and other establishment practices and 
procedures. 

Until such time as we have the results of this study, the only indi- 
eation that we have of the effects of minimum wage orders are the 
anticipated direct effects, that is, the proportion of workers who re- 
ceived less than the new minimum hourly rate before our orders went 
into effect and the increase in hourly payrolls required to bring the 
wages of such workers up to the minimum. 

Chart II shows New York State’s experience in three industries 
where the new minima will be at the same level as the Federal stand- 
ard: A State minimum wage order in the retail trade industry was 
first established in 1945, This order set an hourly minimum of 52.5 
cents which, according to the Department’s studies, entitled 27 per- 
cent of the workers to increases and raised total hourly payrolls by 
3.6 percent. A revised order in 1953 established a basic 75-cent mini- 
mum, raised the wages of about 6 percent of the workers, and added 
0.4 percent to payrolls. The most recent order, effective in February 
of this year, established a $1 floor. It affected 17 percent of the work- 
ers and raised hourly payrolls by 1.7 percent. 

In the laundry industry, a 57.5-cent minimum in 1947 affected 10 
percent of the workers and raised hourly payrolls 0.8 percent. The 
75-cent floor in 1953 affected about 7 percent of the workers and had 
only a slight effect on payrolls. The revised wage order, which estab- 
hishes a $1 minimum in 1958, will affect over 35 percent of the workers 
and raise hourly payrolls by 3.1 percent. A similar order in the dry- 
cleaning industry this year will affect one-fifth of the workers and 
raise payrolls by 1.7 percent. (These figures to some extent overstate 
the direct effects because some increase in wages has taken place be- 
tween the time of the wage study and the effective date of the $1 
minimum. ) 

The direct impact of a $1 ininimum varies with branch of industry 
and region. Chart III shows a wide range among the various 
branches of retail trade in the proportion of workers receiving less 
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than $1 an hour in September 1955, before our most recent wage order 
was promulgated. 

When we put a dollar into effect, the number of workers affected 
shows filling stations was 5.9 percent of the total. They already 
were getting a median wage of $1.51. 

The effect on the furniture industry was such that 6.6 percent of 
its workers were affected. 

On food it is 15 percent, apparel 15.8 percent, and the median for 
the whole industry was $1.36, 16.9 percent affected. 

In variety stores two-thirds of the workers were getting less than 
$1 in September of 1955 when our rate went into effect in F ebruary 
of this year. That figure was a little bit less. There had been an 
imerease between September of 1955 and February through a nego- 
tion and through general wage rises, but there is ‘that spread. 

By raising that minimum to$ 51 you affected 6 percent of the workers 
in filling stations and you affec ted probably between 50 and 60 percent 
of the workers in the var iety stores. That should be taken into consid- 
eration in discussing the retail trade because, as I say, I gave you the 
round figures for the trade and I wanted to show you how it affected 
the various groups within it. 

There is no evidence, thus far at least, that increases of the magni- 
tude shown on the chart have had adverse effects on the industries in- 
volved. One reason why the present retail minimum of $1 an hour 
apparently is not having a strong effect on variety stores, is that it 

same at the time of a general s shift of store operations to self-service— 
a trend which it no doubt has helped reinforce. 

The next chart (chart IV) presents in cumulative form a distribu- 
tion of hourly earnings in retail trade for the United States as a whole 
and for New York State for October 1956. This shows that median 
hourly earnings were higher in New York State ($1.40) than in the 
country as a whole ($1.24) and also that at that time (prior to New 
York’s revised minimum wage order), 15.7 percent of the workers in 
the State compared with 26.4 percent of the workers in retail trade in 
the Nation earned less than $1 an hour. 

If you brought the whole retail trade up to the level in New York 
State, the difference in this rise would not be significant. 

You will note that half the workers received more than $1.40 in the 
State of New York and half the workers received more than $1.24 in 
the country as a whole, so that if you brought these people up here who 
were getting less than $1 up to the New York level you would have to 
bring them up approximately 10.7 cents per hour. 

The thing I am trying to emphasize in this chart is that this is not a 
Herculean task. We have a $1 minimum and a high-rate State, but 
when you get above $1 you will notice that as far as the rest of the 
United States is concerned the differential is not so very great. 

Our analysis indicates that the Kelley amendment if enacted would 
not have as much effect on labor standards in New York State as it 
would in most other States. However, nearly 500,000 New York 
workers now employed by businesses that affect interstate commerce 
would for the first time be brought under legal minimum wage and 
overtime provisions. Many workers (perhaps 50,000) would be imme- 
diately and materially benefited. They should no longer be deprived 
of the same minimum protection which workers in other interstate 
and local industries have enjoyed for many years. 
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I would like to have these pages inserted in the record. 
(The pages referred to are as follows :) 


TaBLE 1.—Hstimated number of employees left uncovered by proposed FLSA 
Amendments (H. R. 4575) and State minimum wage orders, New York State 





Industry or occupation Number 
Total employees not covered or exempt_---------------------. 1, 065, 000 
Professional, executive, admiinstrative.__._._._..._.-----------_-- 307, 000 
Romisethee ivi es ee. Cea hie ont ea eet 170, 000 
APROCUIGETS nn oiieh cp pte nd oceania reer ninape nerepsinmente 51, 000 
eal eee’: CORES IE BOR oni clin erceieseepeep onal tain guloginnee ethigirtigimba ipa tiny 78, 000 
TIDENCH IRSUTERCE, TORL CBURWE. nde nce ccinnwnmmtimignmintaceionmale 35, 000 
OS ao onan btn ecg whew See hd cn ehce ane Ateneo see te lh invton lateapetanigniteese igs 10,000 
Transportation, communication and public utilities_.__._._.._...-- 24, 000 
Manufacturing and mining... nwelsclbti cnt witness 3, 000 
I ah realli Raniah acess nnainin Eee temas iigaiigatiniiaiialaialielt 387, 000 
Bg PRETEEN ES SB AES PEE YS PAE EL 17, 000 
Basis Wer wie’ 103. oa UO a ih Se dn 23, 000 
Reval? set WieRci wis cikan ssihistbind)- Gibandiapiemn pansies 30, 000 
ET CIO 6 iinicicitinitncnnid birebeiamnedcnimpiecdiicbaee 55, 000 
BIOGDIEAL OT FOURTEEN Gg crcisin ieee meperenamnnmnicen 112, 000 
Nonprofit, educational, and other service____._-____.--------~- 150, 000 


TasLeE 2.—Hstimated number of employees who would be added to coverage by 
the proposed FLSA amendments (H. R. 4575), New York State 


Industry and coverage Number 

Total employees added to coverage.._.__------------------.--~--- 813, 000 
Now covered by State minimum wage orders____.--..---------~- 324, 000 
Not covered by State minimum wage orders____---------------- 489, 000 
mEeegene i ete Eee Ae 97, 000 
Contract: comitemethe@icsnci ii nei dG ee eis’ 82, 000 
IS CN a icc Sbcigncid tad baminmntineriaeniabeese 121, 000 
Finance, insurance and real estate__.___.____--_-------~-~- 25, OOO 
Transportation, communication and public utilities_._._._.__--- 72, 000 
Service ' Cexcept Gomevéic) 2... 6. eee ee 48, 000 
Agriculture, forestry and fishings..1 J. isc. -3 0 i 44, 000 


Mr. Lupin. I would like to end up Mr. Chairman, by giving you 
the reasons I say these things in the last few lines of my statement. 

We want to keep our high standards. As I pointed out, there are 
certain types of trade located in certain geographical areas in our 
State which are subject to competition from other States, no- 
where near as great as in manufacturing where you have inter- 
state competition, but the fact is that there are marginal employers 
in our State whom we want to protect against the competition of 
employers in other States who cannot do as good a job or cannot 
do a better job but can undersell because of their wage costs, and 
those wage costs are the result of gratuitous circumstances which 
exist in those areas. 

Secondly, like every other State in the Union, as Pennsylvania 
and Ohio, we want to expand our trade. The bulk of the whole- 
sale business, a tremendous portion of the wholesale business of 
America, is done in New York. We want to protect our people in 
the wholesale business, and we do not want them to have to meet. 
the competition of wholesalers in other parts of the country who can 
undercut our people because they pay lower wages. We would like 
to see a certain minimum below which none of them can go. 
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We do not ask that these wage rates in other States be raised 
to the standards of the State of New York, but we feel the minimum 
should be so there would be a point where they must all meet com- 
petitive standards. 

We would like to expand our industries. I mentioned a minute 
ago the question of construction costs. 

“Tf you keep construction costs lower in other States because 
of the fact there are no minimum wages in other States it means 
it will be cheaper to build factories in those States, and people would 
be less interested in coming to the State of New York. 

Our employers are willing to pay the high rates we pay for their 
labor. However, they want to know there is a floor below which 
their competitors cannot go, and that floor should be more or less 
standard for the country as a whole. 

Finally, because we are traders, we have big wholesale industries, 
big distribution industries, large manufacturing industries, we are 
interested in the purchasing power of the entire Nation. In other 
words, we know if you have 9 million more prosperous customers 
which would result through the passage of your amendment, sir, 
you would have a chance of doing more business with those cus- 
tomers. Their purchasing power would go up, they would buy 
more of our goods and we would benefit and so would they. 

So if we look at it primarily in terms of sheer competitive eco- 
nomics, we want to see this competitive system work. It has done 
a tremendous job for us. No nation in the world ever has approached 
us. 

They have the skills we have, the technical knowledge we have 
and do not approrach us. Why? Because we have a measure of 
freedom in our competitive system, and, after all, in the last analysis, 
as I said a moment ago, what is the competitive system ? 

It is a system which says the prize will go to the man who serves 
the public best. 

It also assumes that in serving the country best he serves it be- 
cause he can give them a better product at better prices on the 
basis of his ability and hard work, ingenuity, and things of that 
sort. 

The future of the competitive system will hinge on that fact. 
namely, we will see to it that the efficient operator wins the prize, but 
he will ‘get it as a result of efficiency and hard work and not because 
of his ability to pay less wages than a competitor in another State 
because that other State does not happen to have a law to fix the 
minimum. 

Mr. Ketiey. Questions? 

(No response. ) 

Mr. Ketiey. Thank you very much, Doctor. 
Mr. Pfaus, you have a statement, also ? 

Mr. Pravs. I have a short statement to read. 



































STATEMENT OF GEORGE S. PFAUS, DEPUTY COMMISSIONER, NEW 
JERSEY DEPARTMENT OF LABOR AND INDUSTRY 


Mr. Pravs. My name is George S. Pfaus, and I reside at 13 Cedar 
Drive, Hopewell, N. J. Iam deputy commissioner for the New Jersey 
Department of Labor and Industry, and I am appearing here today 
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representing Commissioner Carl Holderman, who unfortunately could 
not be present. 

We appreciate very much this opportunity to give our views, along 
with the Commissioners from the other States, on the proposed legis- 
lation which will extend the coverage of the Fair Labor Standards 
Act. We fully endorse the proposed amendments which are embodied 
in the companion Morse-Kelley bills—S. 1267 and H. R. 4575. 

On May 8, 1956, Commissioner Holderman appeared before the 
Senate Subcommittee on Labor headed by Senator Paul H. Douglas 
to testify on the desirability of extended coverage of the Fair Labor 
Standards Act. His testimony can be found beginning on page 59 
of the report of that committee and there is no need to repeat here 
what he said then. 

Also, on March 14, 1957, Mrs. Marion C. Reed, president of the 
Consumers’ League of New Jersey, appeared before your committee, 
and we agree with and endorse the statements and arguments made 
by her at that time. 

‘We favor the extension of coverage that the proposed bills would 
provide for these reasons : 

1. The economy of the entire United States, including New Jersey, 
would be benefited by the added purchasing power of the workers 
to whom the coverage would be extended. 

2. Gov. Robert B. Meyner and Commissioner Holderman consist- 
ently have been endeavoring to get the Legislature of New Jersey to 
adopt a universal statutory minimum wage law. So far they have 
been unsuccessful. The present law covers only women and minors 
and requires the establishment of minimum wages on an industry-by- 
industry basis, with cumbersome machinery and with many exemp- 
tions. The adoption of these amendments to the Federal law will 
make very much greater the possibility of improving our State law 
for intrastate industry. 

3. New Jersey firms face competition across State lines from New 
York on the northern end of the State and from Pennsylvania on the 
southern end. This is competition between groups of employers op- 
erating in the same labor and consumer markets but subject to 
minimum wage laws and regulations of different States. As a result, 
New Jersey employers have used this consistently as a basis for re- 
sistance to the promulgation of new or improved minimum rates under 
our existing law and to the adoption of new legislation that would 
provide a universal statutory minimum rate. We are convinced that 
the adoption of the proposed Federal amendments would remove this 
basis for that resistance. 

4. The continuing growth of chain or multiunit operations in many 
industries, with branches in more than one State, provides all the 
reason necessary for the Federal Government to establish a minimum 
wage for the employees of these businesses. We feel that it is pref- 
erable for these workers to be covered by the Federal laws than for 
each State to attempt to protect them separately with different 
regulations. 

5. Under the procedures provided by the present New Jersey law 
Commissioner Holderman so far has issued revisions of minimum 
wages for three industries—laundry and dry cleaning, restaurants, 
and mercantile. These new regulations have been attacked from every 
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conceivable angle by the opponents of minimum wage, beth at the 
public hearings and in the courts. In many instances these are the 
same people who oppose these Federal amendments. It is very inter- 
esting to note that ever since the adoption of the original Fair Labor 
Standards Act in 1938 they have been telling the Congress that this 

uestion can be dealt with better by the States and, at the same time, 

they have been doing everything in the power to prevent the States 
from dealing with it. 

6. All of the arguments you have heard and will hear against these 
proposed amendments were heard by Commissioner Holderman as 
they were used against his three new regulations. The facts are that 
not a single enterprise in New Jersey has closed its doors or given 
any visible evidence of being hurt in any way as the result of the new 
wage orders. There is evidence that thousands of New Jersey workers 
and their families are enjoying a better standard of living from their 
increased earnings under the new minimum wage orders. For ex- 
ample, in an 11-month period, the increased earnings for the employees 
of anly 84 restaurant firms have amounted to more than a quarter 
million dollars. These were the companies which took advantage of 
the scrow provision which the court established for the restaurants 
which chose not to pay the higher minimum while the legal attack 
on the restaurant order was being litigated. We are convinved that 
similar increased earnings will be available for all of the workers to 
whom coverage would be extended by these amendments now under 
consideration. 

7. Representatives of the industries originally covered in 1938 and 
of those added since then have objected to their inclusion. The argu- 
ments raised against coverage by the spokesmen for the enterprises 
which these amendments would add are the same as the ones set forth 
by the others. We are confident that these objectives will prove just 
as invalid for these companies as they turned out to be in practice for 
the ones included earlier. 

Mr. Ketiry. Questions? 

Mr. Ayres? 

Mr. Ayres. No questions. 

Mr. Ketiry. Gentlemen, we thank you very much. We are grateful 
for your coming in today. It has been very helpful to the committee. 
We will stand adjourned until call of the Chair. 
(Whereupon, at 12 noon, the committee adjourned.) 
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FRIDAY, JUNE 14, 1957 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON LaBor STANDARDS OF THE 
ComMITTEE ON EpucaTIon AND LaBor, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10 a.m. in room 429 
Old House Office Building, Hon. Augustine B. Kelley (chairman of 
the subcommittee) presiding. 

Present: Representatives Kelley (presiding), Landrum, Roosevelt, 
Teller, Holt, Ayres, and Griffin. 

Staff members present: Kennedy W. Ward, assistant general coun- 
sel, and A. Regis Kelley, clerk. 

Mr. Kettxy. The committee will please be in order. 

If the committee is agreed, there is quite a bulk of letters to go into 
the record and, instead of reading every one, will the committee be 
satisfied to put them in, as is? 

Mr. Ayres. I move that they be inserted en bloc. 

Mr. Kettry. So ordered. 

(The letters referred to will be found in the appendix.) 


STATEMENT OF LEONARD J. CALHOUN, ON BEHALF OF AVON 
PRODUCTS CO., FULLER BRUSH CO., C. H. STUART, C. W. STUART 
& CO., COMMERCIAL LABORATORIES, INC., EMMONS JEWELERS, 
INC., EMPIRE CRAFT CORP., EMPIRE NURSERY PRODUCTS CO., 
INC., HANOVER CHINA CO., INC., HOME DECORATORS, INC., HOUSE 
OF STUART 0., INC., KNIGHT & BOSTWICK, PAUL D. NEWTON CO., 
INC., PITKIN, INC., QUAKER HILL, INC., SARAH COVENTRY, INC., 
AND WILLIAM C. MOORE & CO. 


Mr. Ketury. Mr. Calhoun, you may proceed. 

Mr. CatHoun. Mr. Chairman, my name is Leonard J. Calhoun. 
I am appearing on behalf of Avon Products Co., of New York City, 
N. Y., the Fuller Brush Co. of Hartford, Conn., the C. H. Stuart Co. 
of Newark, N. Y., and the other companies whose names are listed 
at the end of my statement. 

Each of these companies is concerned with the pending legislation 
for the same reason. Its products are sold door-to-door by inde- 
pendent distributors. As I shall later show, their coverage as em- 
ployees under wages-and-hours provisions of ‘the Fair Labor Stand- 
ards Act would be so utterly inconsistent with the actual relations 
which have always existed between the company and the distributor 
that compliance would be impossible under the present arrangements, 
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which were developed long before the Fair Labor Standards Act was 
enacted and are fundamental to the very method of distribution itself, 
Thus, coverage of the distributors in effect would outlaw the basic 
operations of | these companies. 

The Fair Labor Standards Act is limited to “employees.” Its regu- 
latory provisions assume that these are on the company payroll, that 
they ‘have earnings which are either hourly rates or can be translated 
to hourly rates, and that the company can determine and control the 
number of hours they work. As I shall show, there is an inherent 
difference between these basic assumptions and the actual situation 
which exists and must continue to exist as a necessary incident to the 
direct selling business. 

The exemption of outside salesmen under the Fair Labor Standards 
Act, which would be repealed by a provision of the pending CIO- 
A. F. of L. bill, was originally established because at least typically 
the actual situation of outside salesmen does not fit into the general 
industrial pattern of wages per hour and regular 40-hour week which 
would make compliance feasible. 

It is significant that the Secretary of Labor in his testimony on the 
pending legislation recognized that the purposes of the Fair Labor 
Standards Act would not be served by the proposed repeal of the ex- 
emption of this broad class of persons and recommended retention of 
the exemption. Doubtless compelling considerations were that typi- 
cally their earnings are not susceptible of realistic translation into an 
hourly rate nor are their hours feasibly regularized into the pattern 
of 8-hour days and 40-hour weeks, but rather both must be largely 
affected by the convenience and varying needs of the customers and 
by the time that they themselves feel that they can profitably spend 
if they work. 

I, unfortunately, did not hear the A. F. of L.—CIO testimony before 
your committee, but feel certain that it was the same as before the 
Senate committee. 

It is significant that the President of the A. F. of L.-CIO in testi- 
fying there on the pending bill made no reference to this exemption, 
and ‘that the Director of Research of this organization pres sented a 
44-page statement with almost equally voluminous appendixes which 
contained no mention of this class other than its inclusion in a listing 
of 17 classes of workers that would be covered by the bill. 

The exemption of outside salesmen has made moot the question of 
whether the various kinds of salesmen working under various kinds of 
arrangements are or are not “employees” within the meaning of this 
term in the Fair Labor Standards Act. “Employee” is undefined in 
that act and “employ” is defined, only in the sense that section 3 states 

“employ includes to suffer or permit to work.” Members of this com- 
mittee will recall that there has been a large volume of litigation and 
uncertainty regarding the meaning of employee under this act in 
cases other than outside salesmen; also that under the Social Security 
Act and the Labor Relations Act which has no outside salesman ex- 
eae the experience was such that the Congress found it necessary 
to define employee in both these acts. 

If the exemption of outside salesmen were repealed in the Fair 
Labor Standards Act, it would likewise open up a Pandora’s box of 
uncertainty and litigation over the status of outside salesmen unless 
the term “employee” is likewise defined. Both the other acts used 
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the common law rule as the basic definition, and that as a very mini- 
mum should be the limit of any outside salesman coverage. While the 
distributors of our products are clearly not employees under this 
rule we should like, however, to make clear that we are not suggesting 
that outside salesmen who are employees under that rule should be, or 
feasibly could be, covered. 

I noticed in the hearings before the Senate that there was a rep- 
resentation of people who purported to represent traveling salesmen 
who pointed out that their situation, whether or not they were em- 
ployees, was not considered such that they should be feasibly covered. 
We, of course, are not appearing in any way to represent any group 
except our own. 

Whether or not there are some outside salesmen whose earnings 
are, or reasonably can be, regulated by the company—in short, whether 
there are some situations where compliance with respect to outside 
salesmen would be feasible without disruptively affecting bona fide 
long-established business arrangements, is a question beyond my com- 
petence to answer. But, if so, and if the committee decides that some 
situations are such that coverage of a particular class of salesman is 
feasible and that the public interest requires coverage of the individ- 
uals in this group, the appropriate approach would seem to be to 
define the particular group, or groups, by way of specific exceptions 
to the outside salesman exemption rather than by repealing the entire 
exemption. 

At the outset, I stated that I should later show why coverage under 
the wage-and-hour provisions of the act of the door-to-door distribu- 
tors of our companies was not in their interest nor in the public inter- 
est, and that such coverage would, in effect, outlaw the basic business 
operations of these companies. 

Compliance with wage-and-hour provisions with respect to a door- 
to-door salesman selling any product would require the company, or 
companies, whose products he sells—often there are two or more—to 
put this door-to-door distributor on its payroll, and control his activi- 
ties, in short, to make an employee of him. 

Such action would in turn mean an actual change in his present 
relation to the company from that of independent distributor to that 
of an employee. Such a change would doubtless be construed to bring 
both him and the company with respect to him, within the purview of 
a wide variety of Federal and State laws and local ordinances. De- 
spite past decisions of Congress, legislatures and administrative 
agencies, when the changes required to comply with the Fair Labor 
Standards Act were made, he doubtless then would be ruled to be an 
employee under the common law rule. The company then would be 
responsible as employer for purposes of income tax and social security 
tax withholding, unemployment compensation, workmen’s compen- 
sation, collective bargaining, and various other purposes. Likewise 
the company would have an employer’s responsibility for his torts 
and contracts, compliance with local ordinances and other matters. 

The situation is, in important respects, comparable with making 
a wholesale concern responsible as an employer for each corner grocer 
to whom it sells goods, for the similarities between the grocer and the 
door-to-door distributor who each decide the days and hours they 
will engage in selling, when they will go on vacation and when they 
will change their line of merchandise, and their responsibilities for 
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tax reporting on their income and business expenses, compliance with 
ordinances, et cetera, are much more significant than their major 
difference—that one operates from his small store and the other from 
his automobile. 

The companies I represent have elected to look to independent door- 
to-door salesmen rather than to their own employees or to ordinary 
retailers as their method of having their products reach the ultimate 
consumer. By this election there are, of course, a series both of 
advantages and disadvantages, but it is 1 of the 3 established methods. 
If they and their distributors were made subject to the wages and 
hours provisions of the Fair Labor Standards Act, it is manifest that 
their established method would be foreclosed. Its disadvantages 
would remain, its advantages would be practically terminated. 

The distributors of products of these companies likewise would be 
vitally affected if wage and hour coverage were extended to them. 
A great many of them have no real choice as to whether they will or 
will not either open up a modest retail store or become an employee. 
Only a relatively few can stand the expense of establishing even a mod- 
est store, and of these many have family responsibilities which would 
not permit them to devote the time and energy necessary to such an 
operation. Nor would their personal situation permit them to under- 
take the responsibilities of an employee, or for that matter, could 
they interest an employer in hiring their services. A great number 
of door-to-door salesmen can devote only a few hours per week to 
gainful work. Many with regular jobs undertake door-to-door selling 
after their regular hours to supplement their regular job. 

A great many people, as just indicated, are vitally concerned that 
nothing be done to preclude their present opportunity of engaging 
profitably in the distribution of products from door to door at such 
time as they may be able to devote, and with their income from these 
activities determined solely by their own industry and ability in 
making sales. 

In view of the practical results, the proposal of imposing wage and 
hour coverage on door-to-door selling is of concern both from the view- 
point of the companies I represent and from the viewpoint of the 
thousands of door-to-door distributors who sell their products. 

I might interpolate by saying that one of the companies alone of the 
several that I am spe aking for, Avon, has in the course of a year some 
80,000 women, practic ally all of whom engage in selling cosmetics from 
door to door in their odd times, some fairly substantial number of 
whom look to that as their sole method of livelihood and all of whom 
who find that they have anything like a knack of selling can make at 
least $2 or $3 an hour for the time that they can actually devote to it. 

I might also add that in the field of door-to-door selling you have, 
as each salesman determines by his own experience, some good selling 
hours and some bad selling hours. If they are selling the housewife, 
the time when she is normally quite busy is not a very good time for 
them to come to see her. Sometimes they find that at night is a good 
time. They find that around holidays may be an excellent time or may 
be a bad time. Their hours are determined both by their own chance 
of getting away from their home or their normal job and by the time 
when they have found by experience that buyers can buy. It does 
not fit into any kind of regular hours pattern and it is a situation 
which, within that type of concept, just plain won’t work. 
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The required termination of the present relationship of company 
and distributor and substitution of an employee relationship with pay 
and hour responsibilities required under the wage-and-hour provi- 
sions of the Fair Labor Standards Act concerns the companies as it, 
in effect, precludes them from continuing their present distribution 
methods. It likewise concerns the thousands of door-to-door distribu- 
tors as it, in effect, precludes them from further engaging in door-to- 
door selling unless they can contact some company which finds it 

ossible to engage in this kind of business through employees, and 
is willing and able to assume the responsibilities of an employer if 
they are to sell its products. 

It may be conceivable perhaps that door-to-door selling could be 
engaged in on an employer-employee basis with regular pay and 
regular hours, but the facts are that such selling is not and never has 
been the method of the companies I represent, and there certainly is 
no experience to indicate that this method might be successfully 
employed by these or other similar companies. 

There is, however, one certainty. Wage-and-hour coverage would 
end the opportunity of selling door-to-door presently open to multi- 
plied thousands of people so engaged who are seriously handicapped, 
or entirely precluded by age, sex, family responsibility and various 
other facts from obtaining employment as employees. It is certain 
that thousands so handicapped now engage profitably in the business 
of distributing products door-to-door, because of mutually profitable 
arrangements which of necessity would have terminated if the com- 
panies conecrned were precluded from having any but an employer- 
employee relationship with them. 

It is accordingly submitted that extension of the wage-and-hour 
coverage of the Fair Labor Standards Act to the thousands of inde- 
pendent distributors of products of companies I represent and similarly 
situated companies, would not be feasible or in the public interest. It 
would be profoundly disruptive of the businesses of such companies. 
It would not further the purposes of the Fair Labor Standards Act. 
Instead of protecting, it would terminate the earnings and work 
opportunities of multiplied thousands of door-to-door distributors. 

That concludes my statement, Mr. Chairman. I followed that in 
my statement with a listing of the companies that I did not mention 
in the statement. They are C. W. Stuart & Co., Commercial Labora- 
tories, Inc., Emmons Jewelers, Inc., Empire Craft Corp., Empire 
Nursery Products Co., Inc., Hanover China Co., Inc., Home Deco- 
rators, Inc., House of Stuart Co., Inc., Knight & Bostwick, Paul D. 
Newton Co., Inc., Pitkin, Inc., Quaker Hill, Inc., Sarah Coventry, 
Inc., and William C. Moore & Co. 

Mr. Ketiry. You appear in behalf of the outside salesman who 
is not termed an employee, you say. 

Mr. Catyoun. That is correct. These companies that I repre- 
sent are called direct-selling companies and they are typified by the 
Fuller Brush salesman who may come to your door or the Avon 
Products or in the Stuart groups some that I represent are, for ex- 
ample, farmers who at odd times sell nursery stock and things like 
that in the area where they generally live. 

Mr. Ketxiry. They can work when they please. 
Mr. Catnoun. Yes, sir. 
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Mr. Ketxrey. They can work as long as they please. 

Mr. Catuoun. Their obligation to the company is very limited, 
That is to say, if they send in a few orders from time to time, the 
company is happy and they are happy. The company does not know 
and cannot control how much they work. 

Mr. Ketuey. Mr. Ayres. 

Mr. Ayres. Are the outside salesmen that are employed by these 
various companies considered employees, and I noticed that you men- 
tioned this in your statement, insofar as income-tax deductions are 
concerned ¢ 

Mr. Catnowun. No, sir. There is a fairly practical reason why 
that is the case. Their actual situation is that the company does not 
know what either their gross or net is. The company can estimate 
what their gross would be on the assumption that they sell the produet 
at the suggested retail price. They could not even estimate what their 
net would be because that varies so much. It may be that a person’s 
net is very much cut down because he has to use an automobile so 
much to get around. On the other hand, his net may be very close 
to his gross if his particular work and neighborhood permit him to 
go around on foot or expend very little for overhead. 

Mr. Ayres. The man working in a capacity as an outside sales- 
man is, of course, not given any expense account. 

Mr. Catynoun. Oh, no, sir. He does not have an expense account. 
We, of course, do not know what his expenses are. I want to clearly 
distinguish that we are talking about those that are selling at retail 
from door to door. I am not making any statement about salesmen, 
for example, of a wholesale house that go to see a regular series of 
that wholesale house’s customers and perhaps operate on an expense 
account. I am not talking about them. I am talking about these 
folks that sell these products from door to door. 

Mr. Ayres. I understand that. Now, the Fuller Brush salesman 
sells from a sample kit. He does not actually in most cases deliver 
the merchandise at the time of the sale. 

Mr. Catyoun. Usually he does not. That is not an invariable 
rule because what he does normally is to accumulate a series of orders, 
put them together and add them up and order so many of this kind 
of brush and so many of that kind, and he distributes them and col- 
lects for them. He pays the company wholesale. Some of the dis- 
tributors at some time of course have orders where the person who 
has ordered is gone away or changes his mind, and they do aceumu- 
Jate some stock. Some know in advance that some items go readily 
and they accumulate stock. I would not say it was typical but some 
of them have a few hundred of stock in their shed. 

I think the principal point is that, as far as Fuller is concerned, 
they do not know whether they are stocking them, they assume that 
they are selling them at retail price. As I say, it is not mandatory 
but they do have a catalog and it is listed. Probably at some time 
they give quantity discounts. That is a matter that they have to 
decide. 

Mr. Ayres. When does the salesman have to pay for the merchan- 
dise ? 

Mr. Catnoun. As I remember, the normal rule is that when they 
make an order they pay for the prior order. In other words, they 
generally order about once every week or so and usually they send 
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jn the money for the goods that they got at the time of their prior 
order. 

Mr. Ayres. Then the point that you are trying to make is that the i 
outside salesman is more or less an independent business operator 
within his own organization. In other words, he is the sole boss. He 
determines the hours he works and indirectly he determines the profit iI 
he makes. | 

Mr. CatHoun. That is correct. He is a rather small mobile mer- | 
chant, you might say. He has somewhat less restrictions than, say, 
an automobile dealer has. He has much less investment than an 
automobile dealer has so that he has less of the earmarks of an inde- 
pendently established person than an automobile dealer but he has 
less restrictions on what he does about the product than the dealer 
does. This is the fundamental fact of the whole thing. I sat down 
with some of them to try to figure how we would work it and we could 
not figure any way of getting reports if we had to make reports 
except asking the salesman to please kindly tell us how long he 
worked and when he worked and what he made net. I do not think 
that would be a very satisfactory method of attempting to comply. 

Mr. Ayres. I would not want your organization to cause you any 
difficulty personally insofar as helping with this legislation, but I 
do not think you should have any fear insofar as outside salesmen 
ever being covered under the Fair Labor Standards Act. It just 
would not be feasible in my judgment. 

Mr. CatHoun. That is one of the most helpful comments to them. 
When I send that back to them it may cut down on what I charge 
them but it will make them very happy. 

Mr. Ayres. That is all. 

Mr. Grirrin. I certainly concur in what Mr. Ayres says when he 
says that it does not seem at all practicable to me to cover outside 
salesmen. I have no questions. 

Mr. Keiiey. Do you have any questions of the witness, Mr. 
Landrum ¢ 

Mr. Lanprum. I have no questions. 

Mr. Ketiry. Thank you very much, Mr. Calhoun. 

Mr. Carnoun. Thank you, Mr. Chairman. 

Mr. Ketiery. Is Mr. Hollander here? 

Mr. A. Rrets Ketxey. No, sir. The next witness is not scheduled 
until 11 o’clock. 

Mr. Kriiry. We will recess and go into executive session. 

(Whereupon, the subcommittee recessed to go into executive session, 
at the conclusion of which the hearing was resumed as follows :) 

Mr. Ketiry. The committee will come to order. 

Mr. A. Reots Keriey. The next witness, Mr. Chairman, will be 
Clarence Mitchell of Washington, D. C., representing the National 
Association of Colored People. He has a very brief statement. 




















































STATEMENT OF CLARENCE MITCHELL, DIRECTOR, WASHINGTON 
BUREAU OF THE NATIONAL ASSOCIATION FOR THE ADVANCE- 
MENT OF COLORED PEOPLE 


Mr. Mrrceneci. Mr. Chairman and members of the committee, I 
certainly thank you. I apologize for not being here. I saw that there 
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were four witnesses and I assumed that one was going to be quite 
lengthy and I timed my arrival as to when he might be finished. Also, 
in consideration of the committee’s time, I have kept my statement 
down to one page. The main purpose is to let the members of the com- 
mittee know that our organization does have a deep interest in this 
problem that does not stem from just the board of directors or from 
our staff people but is a thing which has come up repeatedly in our 
conventions, has been discussed by people from all over the country, 
and we do hope very much that this legislation will pass. 

With that, Mr. Chairman, I would like to have permission to file 
this statement and suspend unless there are some questions, 

Mr. Kertiey. Without objection, the statement will be included in 
the record. 
(The statement referred to follows :) 


STATEMENT OF CLARENCE MITCHELL, DIRECTOR OF THE WASHINGTON BUREAU OF THE 
NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED PEOPLE 


Mr. Chairman and gentlemen of the subcommittee, I am Clarence Mitchell, 
director of the Washington Bureau of the National Association for the Advance 
ment of Colored People. 

I wish to submit the following resolution which was passed at our national 
eonvention in June 1956 at San Francsico, Calif. : 

“We note with satisfaction that a raise in the Federal minimum wage to $1 
has been won. This is a substantial step toward our goal, announced in our 1954 
resolution, and which we still support, of an increase to $1.25 an hour. Such an 
increase will mean a greatly needed advance in the standard of living of over 
2 million workers. 

“Equally important is a broadening in the coverage of the minimum-wage law 
to include workers not now included, particularly agricultural workers and those 
in the retail trade.” 

A similar resolution commending Congress for passing the minimum-wage 
increase was adopted by our national convention in June 1955 at Atlantic 
City, N. J. 

We are very concerned about the lack of coverage for workers in many cate 
gories. These groups have been described in the AFL-CIO statement given to 
this committee on March 6, 1957. Therefore, it is not necessary to review the 
problem. 

We support H. R. 4575, introduced by Congressman Augustine Kelley of 
Pennsylvania. 


Mr. Kettry. In this area we are not considering any increase in the 
dollar at this time. 

Mr. Mrrcnewi. I understand that. The reason this reference is 
included is merely to show that, by a resolution passed in our con- 
vention, we were expressing appreciation some time ago to the Con- 
gress for what it was doing at that time, and we were also expressin 
the hope that other things that were constructive would be done as well. 

Mr. Ketiry. Are there any questions? 

Mr. Landrum? 

Mr. Lanprum. I have no questions. 

Mr. Ketzxy. Mr. Roosevelt. 

Mr. Roosrverr. Mr. Mitchell, I notice here in the resolution that 
you particularly talk about agricultural workers and those in the retail 
trade. When you refer to agricultural workers, do you mean mostly 
agricultural workers in large sized, what I would call corporate farms? 

Mr. Mircuet. That is correct, Mr. Roosevelt. We use that same 
term as well as “factory type” farms, because we cannot see the differ- 
ence between a farm which employs 1,000 people for one purpose or 
another and a factory which may employ the same number. 
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We had the other day a very tragic demonstration of what is hap- 
pening to agricultural workers, because in the main they are left out 
of the overall considerations that is given to working people in this 
country. Down in North Carolina there was an accident in which a 
great many people were killed. These persons were agricultural 
workers going from one farm to another in a truck that, from the 
description, did not seem to be the type of vehicle that ought to be 
carrying that many people. Yet I know of my own knowledge that 
that type of transportation, starting out in Florida, takes people all 
the way 7 to Connecticut in various stages, for the purpose of har- 
vesting, planting, or one or another kind of operation. So far as I 
know, there is no kind of regulation which would give those people 

rotection as to the kind of vehicle that they would be transported 
m, as to what housing facilities might be available to them, and 
things of that sort. I am not trying to imply that your bill would 
embrace all of those things, but I am citing it as an illustration of 
how the agricultural workers just do not get the consideration that 
other people get in other types of work. 

Mr. Roosevett. That is all, Mr. Chairman. 

Mr. Keuiey. Mr. Teller. 

Mr. Tetier. I have no questions. 

Mr. Keniry. Mr. Holt. 

Mr. Hour. Are there any particular fields in the retail trade in 
which you are particularly interested where your research has shown 
that something should be done? 

Mr. Mrircnety,. Mr. Holt, we read over the material which the 
A. F. of L. and other labor groups compiled, and the reason we did 
not specify anything in our own statement was because we were in 
agreement with their very extensive findings and we would think 
largely in terms of the things that they recommended. 

Mr. Hour. Frankly, I appreciate the brevity of your statement. 
It is a very wise thing to do. Without wishing to trespass on my 
good friend Mr. Landrum’s section of the country, but having made 
my first trip into New Orleans several weeks ago, where the story 
is yet to be told, because we are going to take other trips down South, 
do you find that there is any particular difference in areas of the coun- 
try as far as wages are concerned ? 

Mr. Mircnent. Yes. There are very definite statistical materials 
from the United States Department of Labor which show a difference 
in the wage rate between the various sections of the country. There 
is also another factor which it seems to me is worth exploring in things 
of this kind. I mentioned this over at the Senate committee. In the 
logging industry down in South Carolina, apparently there is an 
arrangement under which persons in that industry work in small-sized 
groups, just small enough to avoid coverage under the law. I assume 
that, when a man must work and must earn some money, he accepts 
that and just gets along with it, but it is hard to believe that he is 
satisfied with it. 

Also I have had some specific complaints about it. It does seem 
unfair that, simply by limiting the number of workers who are in 
the crew or something of that sort, it would be possible to deprive 
people of the protection that the law is supposed to give. 
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Mr. Hour. I might add that we have this agricultural factory type 
farm problem in our own State of California, and Mr. Roosevelt and 
I intend to look into it in the central part of California. 

Mr. Mircueiy. We are very familiar with that. I have had some 
very interesting reactions from some of the people in your part ef 
the country about a competition, for example, on cotton-acreage alli- 
ments between California and Mississippi. I have seen, for example, 
statements which were made in political campaigns in the South-indi- 

cating that cotton acreage was increased in some of the Southern 
St: ates, principally Mississippi, at the expense of California. 

I know also that this whole question of use of migrant workers and 
the importation of people from Mexico and from the British posses- 
sions, has a lot of implications not only for your section of the country 
but for some other sections. 

Some years ago I had the good fortune to work along with Mr. H, 
L. Mitchell, who is not related to me, in exploring these prob lems of 
agricultural workers generally. It was our conclusion that, if we 
made a fair use of our available supply of agricultural workers, if 
we paid them a decent wage, there would not be any necessity for 
these agreements to import people from foreign countries 

Mr. Horr. We have heard that there is a surplus of workers up 
there. The farmers say there is not, and they will not do that type 
of work. 

I want to thank you for the testimony and for answering the ques- 
tions. 

Mr. Ketrry. Mr. Griffith? 

Mr. Grirritu. I have no questions. 

Mr. Ketiey. Mr. Landrum. 

Mr. Lanprum. I believe your statement with regard to the increas- 
ing and decreasing of the cotton acreage may be in reverse of what the 

eal truth is. Is it not true that the ‘politic al statements made—and 
the facts support—that the cotton acreage in the Southeast, Mississippi, 
and other States of that region has been decreased and has moved 
westward so that the cotton acreage has actually increased in the 
West at the cost of the South? I think there is certainly no evidence 
anywhere in any of the Agricultural Committee hearings or in any of 
the debate, and to my knowledge it is the first time I have ever heard 
it suggested that we have had an increase in the South at the expense 
of the West. It has always been just the opposite since they have 
started raising cotton out there. 

Mr. Mitcue.,. Mr. Landrum, I had particular reference to a speech 
that I had read, made by a senatorial candidate who was able to win, 
and I will be happy to supply the committee with an extract on that 
particular section because it was an unequivocal statement that certain 
advantages had been gotten for that State at the expense of the State 
of California. The speech went further to say that this was accom- 
plished by working out an agreement with a Senator from another 
State who was interested in wheat matters. 

(The information referred to appears at the close of witness’ testi- 
mony.) 

Mr. Lanprum. You refer only to a specific instance of acreage 
in a given area being increased. Your reference is not to the general 
picture. 
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Mr. Mrrene ty, Oh, no. 

Mr. Lanprum. I just did not want the record to show that we were 

etting cotton acreage that we are not getting. Asa matter of fact, 
in my own State last year we produced slightly less than a half mil- 
lion bales of cotton, and we consumed about a million and a half in 
that State, whereas 20 years ago we were producing more than we 
were consuming. QOur cotton production in Georgia is decreasing 
annually, and sharply. 

Mr. Mircuet. As I understood this particular speech to which I 
had reference, and as I said, I will be happy to supply the committee 
with an extract of that particular part of it, it was indicated by the 
candidate that there was a considerable contest between the State of 
California and his State for certain Government benefits, and he won 
by very skillful alliances and maneuverings. 

‘Mr. Lanprum. That was newspaper talk. Since you refer only toa 
specific instance of acreage in a given area, 1 am not concerned. L[ just 
want the record to show that. 

Mr. Kerry. Mr. Ayres, do you have questions / 

Mr. Ayres. No. 

Mr. Ketiry. Thank you very much, Mr. Mitchell. I am glad you 
came this morning. 

Mr. Mrrceneti. Thank you, Mr. Kelley. 

(Excerpt from speech referred to was subsequently furnished by the 
witness and follows :) 


NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED PEOPLE, 
New York, N. Y., June 14, 1957. 
Hon. AUGUSTINE B. KELLEY, 
Chairman, Subcommittee on Labor Standards of the Education and Labor 
Committee, House Office Building, Washington, D. C. 


DeaR Mr. Ketiey: Thank you for the opportunity to offer for the record an 
excerpt from the speech I referred to in my testimony before your subcommittee 
on Friday, June 14, 1957. This speech was made by Senator James O. Eastland, 
when seeking reelection in the State of Mississippi on June 27, 1954. 

Sincerely yours, 
CLARENCE MITCHELL, 
Director, Washington Bureau. 
EXCERPTS FROM SPEECH MADE BY SENATOR JAMES O. HASTLAND ON JUNE 27, 1954 

My friends, last fall the Secretary of Agriculture announced acreage allot- 
ments so small that about 70,000 farmers in Mississippi were badly hurt. Now 
that bill was my handiwork, and I have been accused by people, who ought to 
know better, that it was a great western cotton steal and that I betrayed the 
South and permitted the Western States to be our traitors. Well, now I’m going 
to discuss that bill and I’m going to discuss how Neshoba County fared under 
that program. Yes; the Secretary of Agriculture gave acreage allotments that 
would only give this State 1,700,000 acres of cotton. A committee was appointed 
to raise the allotments. Senator Anderson was appointed to represent the West ; 
I was appointed to represent the Southern States. I was not only a representa- 
tive of Mississippi but I was a representative of every cotton-growing State in 
the old South. My first responsibility was to the State of Mississippi. And, 
my friends, if I had not protested, then I should by all means be defeated in 
this campaign. And if you were not protected, you by all means should vote 
against me in this campaign. If you were protected, then you have prospered 
and you ought to cast your vote for me in this campaign. 

Now what happened? You know we were dealing in acreage production. If 
we retain the support price, the cotton acreages had to be cut about 3 million 
acres, and the question was, Who was to bear the brunt of that reduction? 
Now what happened? If we are to prosper in Mississippi, we have to have an 
allotment in this State of about 2 million acres. I went in to those conferences 
to come out with a formula that would give you 2 million acres. Now, let’s see 
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what happens. Last year California planted 1,400,000 acres of cotton. Now 
what did she get this year? She got 900,000 acres. How much was California 
eut? California was cut 40 percent. Now what happened in Mississippi? This 
last year in Mississippi we planted 2,400,000 acres. What did we get this year? 
We got 2,080,000 acres. How much was the acreage in Mississippi cut? Why, 
Mississippi took a reduction of 14 percent, against 40 percent for the State of 
California. 


Mr. Ketuzy. Mr. Hollander. 


STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Ketter. You may proceed, Mr. Hollander. 

Mr. Horianper. Mr. Chairman, in the interests of saving the com- 
mittee’s time, I wonder if it would be satisfactory if I would submit 
the statement as presented to you for the record, and then just com- 
ment briefly on some of the points. 

Mr. Ketter. That would be very satisfactory. Without objection, 
it will be included in the record. 

(The statement referred to follows :) 


TESTIMONY OF Epwarp D. HOLLANDER, NATIONAL DrirecToR, AMERICANS FOR 
DEMOCRATIC ACTION 


Mr. Chairman and members of the subcommittee, I am Edward D. Hollander, 
national director of ADA. I appear here today on behalf of ADA to present 
our views on the question of coverage under the Fair Labor Standards Act. We 
appreciate this opportunity to appear before you. 

Since its formation in 1947, ADA has urged Congress to extend coverage under 
the Fair Labor Standards Act, both as a matter of equity for the now-not-covered 
workers and as a matter of sound national economics. ADA endorses H. R. 
4575, the bill introduced by Congressman Kelley, the chairman of this subcom- 
mittee. This proposed legislation would extend the coverage of the Fair Labor 
Standards Act to approximately 9% million employees, largely in the retail 
and service industries. It is our position that it is entirely logical and equitable 
that these employees are deserving of the same kind of protection in their labor 
standards as are the 24 million now so protected by the Fair Labor Standards 
Act. 

When the original act was passed by Congress in 1938, nearly two decades ago, 
our national labor force was 55 million workers. Our gross national product was 
$85 billion. Today, our labor force is more than 71 million, in a $425 billion 
economy, 5 times what it was in 1938. The Fair Labor Standards Act, as enacted 
by Congress in 1938, covered about 14 million workers, or 56 percent of private, 
nonagricultural employees. Since that time, virtually no additional classes of 
workers have been brought under the protections of the act. As the working 
population and the economy have grown, the number of private, nonagricultural 
employees who are outside the protections of the act has increased from about 
11 million in 1938 to about 20 million. Thus, today, the FLSA covers proportion- 
ately fewer workers than it did when it was first enacted. To continue this 
condition, by failure to extend wage-and-hour coverage, would be, in effect, to 
penalize an ever-growing proportion of our working population. 

It is apparent that service-industry workers, who make up the great bulk of 
workers not now covered by the Fair Labor Standards Act, will continue to 
represent an ever-increasing proportion of the total national work force. The 
technological advances of the past two decades and the continuing increases in 
productivity have slowed the requirements for labor in production and made 
possible rapid increases in employment in service trades and industries. But 
it is precisely in those trades and industries where wages are traditionally low, 
hours long, and labor organization least widespread. ‘lherefore, the need for 
the protections of the Fair Labor Standards Act has been increasing while the 
coverage has been shrinking. 

As a consequence, employees in retail and service industries have not shared 
equitably in the growing prosperity and rising standard of living. The Blum 
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report, prepared for the Senate Labor Committee, for example, has shown that 
earnings in retail trade have lagged behind the increases in manufacturing in 
the past 20 years. Broadened coverage of the act is needed to remedy these 
inequities, particularly as they affect the lowest paid workers 

ADA urges the Congress to recognize the potential in the economic situation 
today as contrasted with the postdepression period in which the Fair Labor 
Standards Act was first passed. Such recognition would in logic support exten- 
sion of protection, both as to minimum wages and maximum hours to all workers 
who can be covered within the limits of constitutional powers and administrative 
feasibility. We believe that the bill proposed in the House by Congressman 
Kelley, and in the Senate by Senator Morse and others, would do this. There 
are adequate protections in the Kelley bill for small-business enterprises, and, 
while it does include agricultural labor, it excludes family or small farms. 
In our view, this extension of coverage to the approximately 94 million em- 
ployees contemplated in H. R. 4575 represents an equitable approach, with ade- 
quate safeguards for the employer, justice for the employee, and recognition of 
the needs of an expanding economy. 

In contrast, the administration measure, as presented by Secretary of Labor 
Mitchell before your committee, fails to take into account 2 of the 3 elements of 
the balanced legislation called for in the Kelley bill: Justice for the individual 
worker, and the demands of today’s national economy. It does not approach the 
goal established by President Eisenhower, in his January 23 message to Congress, 
of “broadening minimum wage legislation to cover additional workers needing 
this protection.” In fact, it is hard to recognize the niggling extensions called 
for by Secretary Mitchell as having any relationship at all with the broad com- 
mitmens for additional covering made by the head of his own administration. 
What the Secretary does propose is that some 2144 million of the nearly 20 million 
presently unprotected workers be brought under some of the protections of the 
Fair Labor Standards Act. Of these 244 million, three-fourths are already 
earning more than the minimum wage. And even for the workers whom the 
administration would bring under cover as to wages, it denies the protection of 
standards as to hours. 

ADA urges this committee and the Congress to reject the administration’s 
proposals as inequitable to the individual workers, as discriminatory to certain 
industries, and as unrealistic and inadequate as related to our national economy. 

I am sure the committee’s records are replete with testimony as to the needs 
for improved wage and hour standards in the retail and service industries and 
among agricultural workers. I will not add to what I am certain is an over- 
whelmingly persuasive body of statistics on this point. Certainly, it must be 
conceded that, in a $425 billion national economy, there is neither justice nor 
sense in substandard wages and hours for so large a proportion of our working 
population. It can be asserted that now, of all times, with our Nation at peak 
prosperity and employment high, we can afford to extend, as broadly as possible, 
the standards established in the Fair Labor Standards Act. It is our view that 
the American economy cannot afford to neglect such a large, and increasing, 
segment of our working people. 

Mr. Hotianper. I am Ward Hollander, national director of ADA. 
lam ap earring here this morning to present our views on the coverage 

: : a) 
under the Fair Labor Standards Act. 

We appreciate very much the opportunity to be heard, Mr. 
Chairman. 

In considering me bills which are now before you, we would like to 
make it clear that, in line with our long-term polici ies in ADA over 
the past 10 years, we pte like to support the bill introduced by you, 
Mr. Chairman, I believe, H. R. 4575, for a rather broad extension of 
coverage of the act, if I am not mistaken, to about 914 million people 
who are not now covered by its protections. 

Our reason for taking this position really goes back to the objec’ ives 
of the Fair Labor Standards Act itself, which, as I remember, were 
essentially to eliminate substandards of living as rapidly as practicable 
without materially curtailing employment or earning power. 

Now, I remember very well myself, having served many years in the 
Department of Labor, the early days of the operation of this act. I 
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was rather intimately aware of the processes by which the minimum 
wage was gradually raised through the industry committees in the 
late thirties and early forties. The long experience which we have 
had, both legal and administrative experience, under the act seems to 
me to make it possible to think of coverage now which we would have 
thought impossible or impracticable in those days when we were first 
feeling our way with this kind of legislation on a national basis in the 
United States. 

Now, I remember from those days, also, Mr. Chairman, that at that 
time the protections of the act were extended to many classes of em- 
ployees who nowadays, so to speak, have a minimum need for this 
kind of protection, namely, those employees who now are well organ- 
ized in unions and able to ee gain ¢ stleotively through their unions for 
terms of employment who in those days were much less able to develop 
themselves. 

I remember very clearly that at that tlie we were trying to protect 
people from the devastating consequences of a labor m: ave in which 
unemployment was very common, whereas today we find that the 
strong demand for labor, which has persisted in this country almost 
continuously for the past 15 years itself, sets up ce rtain protecti ions be- 
yond those which the act prov ides, and that it is cons equently true 
that all of the terms of employment have risen well beyond the terms 
prescribed by the act so that today it becomes the function of the act 
more and more to provide protection for those who are unable to get 
it, either because as of now they are not organized and able to bargain 
collectively through unions er because the types of e iploy vinent mm 
which they are ¢ ngaged or their own personal characteristics, including 
their experienc und skills, do not permit them to command a living 
wage in the ie market even sinllet today’s conditions of strong 
demand. 

Yet it seems plain that it is precisely among jus t this kin — work- 
ers that the coverage of the act is thinnest and that the need for statu- 
tory protection is, therefore, most urgent. We feel for this reason that 
the act should be extended to, you might say, the outer fail of con- 
stitutional end administrative feasibility: that is, as far as the Consti- 
tution permits the Federal Government to prescribe these and as far 
as administrative feasibility will permit the guaranties to be effectively 
enforced. 


Mr. Lanpr~um. W uae ie gentleman vield ? 
Mr. Hotianper. Yes, indeed, sir. 
Mr. Lanprum. How’ much further, for goodness sake, can you go, 


so far as the Constitution is concerned, than you have already gone? 

Mr. Hortianper. Well. as I remember, Mr. Landrum, when we 
were thinking about this kind of legislation 20 years ago there were 
many, shall I say, limits of Federal constitutional power unprobed 
which have since been explored. 

Mr. Lanprum. Have not those limits been completely wiped out, 
and now there is at least no longer any hearing given = the contention 
that the provisions of this Fair Labor Standards Act are unconsti- 
tutional ? 

Mr. Hortianper. Well, I had thought that this question had been 
decided by the courts some time back and that we were now faced 
with a different question, which is: The experience of the last 20 vears 
being what it is and the fact that essentially the coverage has not been 
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changed since the act was first passed, except in some respects to re- 
tract “the coverage a litte bit from time to time, are there now areas 
into which it can be extended which were not then thought possible 
either constitutionally or administratively { 

Mr. Lanprum. Are you now concerned, Mr. Hollander, about keep- 
ing the provisions of the fair-labor standards Iuw within the consti- 
tutional limitations ¢ 

Mr. HouLanbde: y es; of course. I would not knowingly come here 
and advocate baa'ytieins which ] thought or which I was a vised by my 
counsel was beyond the limits of the Constitution. 

Mr. Lanprum. Do you feel that there is any question about the con- 
stitutionality of the bill proposed by the gentleman from Pennsyl- 
vania ¢ 

Mr. aoe ANpeR. I think that, on the basis of what- I have been 
advised, being not a lawy ver myself but an economist, that it is con- 
stitutionally feasible, yes; or as I say, sincerely, I would not be advo- 
cating it. 

Mr. Lanprum. That is the point in my engaging you here. I 
thought that long, long ago, much to my displeasure personally, we 
abandoned the idea that it was unconstitutional. Now it is accepted, 
and once you accept that I do not see where any limitation comes. 

Mr. Hotianper. I believe it was accepted with respect to the types 
of standards it might provide, but there are still questions and limits 
to the extent to which those standards may be applied to various 
classes of the working population. 

Mr. Roosrverr. Will the gentleman yield? 

Mr. Lanprum. Yes. 

Mr. Roosrveir. Mr. Hollander, may I straighten myself out on 
this? You are not advocating that we seek to constitutionally extend 
the limits of the act any further. As I understand it, you are simply 
saying that the decisions of the Supreme Court fully justify what is 
in the Kelly bill. 

Mr. Honzianper. That is precisely what I mean, Mr. Roosevelt. 

Mr. Roosrveitr. Thank you. 

Mr. Horzianper. I was particularly concerned about this because, 
if you look at the figures, you will see that it is actually true that a 
larger number of workers and a larger proportion of the private labor 
force, that is, nongovernment, nonagricultural labor forces, is ex- 
cluded today than when the act was passed 20 years ago. It seemed 
to us that there was no reason why there should be this backsliding, 
that on the contrary there was every reason why we should push for- 
ward, as we have in other labor and social legislation, to bring the 
protections at least to those which were envisaged when the act was 
passed, and preferably bevond them. It is perhaps worth noting 
that there are as of now about 44 and a fraction million persons in 
the nonagricultural private work force of whom 24 million, approxi- 
mately, are covered by the act and 20 million not covered. In 1988, 
there were 25 million persons in the nonagricultural private work 
force, of whom 14 million were covered and 11 million not covered. 
In other words, as the work force has grown and as its character has 
changed, as there has been a shift from the producing to the distrib- 
uting and service occupations, the number of persons not covered by 
the protections of the act has almost doubled. 
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Mr. Roosrvett. What percentage, or what, in round figures, would 
you say would be the number of workers who, today, even though not 
covered, are not getting the dollar minimum wage? 

Mr. Hotianper. What percentage of those who, not covered, are 
not getting it? 

Mr. Rooseveur. Obv iously, some people are not covered, but they 
are still getting the minimum wage or better. What percentage do 
you estimate are not getting the minimum ws age? 

Mr. Hoirianper. For example, the Government workers who are 
not covered but who are exceeding the minimum wage. 

Mr. Roosever. In other words, it always seems to me a little mis- 
leading to talk about those who are covered and not covered. Actually, 
what we are interested in is how many are not receiving the minimum 
wage, and, since you are an economist, I would be interested in know- 
ing what your estimate is. 

Mr. Horzanper. I do not think I have that figure, sir. I believe 
you have been given testimony on the question of retail trade, for 
example, the effect of which was that something in the order of three- 
fourths of those who are not covered are nevertheless receiving the 
minimum wage and that one-fourth need still to be protected 

I would like to comment briefly, Mr. Chairman, on the testimony 
that I have read of those who have opposed the extensions of cov- 
erage. I am bound to say that I have read a great deal of this testi- 
mony, both in the hearings of several years ago and in these hearings, 
and I am bound to say that, without being the least bit disrespectful 
of the sincerity of the people who testified nor of their arguments, 
I am bound to say that this does sound a great deal like the arguments 
that we heard when this legislation was first enacted, which we have 
heard repeated every time it has been proposed to raise the minimum, 
and that we have heard in general in opposition to all the social and 
labor legislation that has been proposed in this country. I am sure 
that there are among the opponents of this bill people whose argu- 
ments are sound, that there are administrative grounds and erounds 
of practicability on which they should not be ‘covered, but 1 think 
that this protection has been claimed by a great many more people 
than those to whom it actually applies, and I “would say from my own 
knowledge, having spent a good many years in retail trade, that this 
applies particularly to the arguments advanced by retailers, par- 
ticularly the larger retailers, as to the reasons why they should not 
and cannot be covered under this bill. I must s: ay that I think they 
have made a very poor case indeed. 

In one respect particularly, I note that they have overstated both 
the administrative difficulties and the economic dislocations that 
would follow coverage. I was struck by the testimony given by Dr. 
3lum before Senator Kennedy’s subcommittee, in which he con- 
trasted the claim by a large retailer that the application of this law 
to retailing would increase prices by 81% percent with his own care- 
fully doc umented finding, and, as faras I know, unchallenged finding, 
that it would have a maximum possible price effect of one-half of 1 
percent. 

Mr. Horr. Who is Dr. Blum ? 

Mr. Hotianpver. Dr. Blum is a professor from the University of 
Minnesota who was a consultant to the Senate Labor Committee and 
who prepared a very detailed report on the application of the mini- 
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mum wage to retail trade. I think this was for Senator Douglas’ 
subcommittee last year. Dr. Blum, however, testified before Senator 
Kennedy earlier. 

Mr. Hour. I was curious to know if it was the same man. 

Mr. Hotianver. Finally, Mr. Chairman, I think we should bear 
in mind, in considering these proposals, that, in spite of the very wide- 
spread prosperity in ‘the United States, there are well-known and 
well-documented gaps of a very considerable extent. I will remind 
you that Senator Sparkman held hearings of a subcommittee of the 
Joint Economic Committee a couple of years ago which brought out 

the fact, rather completely documented, that something of the order 
of one-fifth or one-sixth of American families were still living at or 
below the poverty line, and we know from the character of these 
families that in many cases the reason for their poverty is that they 
are dependent on one or more wage earners who are what the econo- 
mists sometimes disrespectfully call marginal, meaning, of course, 
that because of their personal characteristics or because of their skills 
they are not able to command a very high wage and have to take, so to 
speak, the jobs that are left over pretty much on whatever terms they 
are offered. 

Mr. Lanprum. Will you yield there? 

What do you advocate for those people ? 

Mr. Hottanper. Specifically, I was advocating that as many as 
possible, as can legally be done, be brought under the protections of 
the minimum-wage law, because low earnings of these people is un- 
doubtedly a very ‘important contributing cause to this poverty. This 
does not apply to all of them. 

Mr. Lanprum. I am assuming that you are speaking of a person 
handicapped in one degree or another. 

Mr. Honnanver. Not nec essarily physically handicapped or men- 
tally handicapped. They may just be handicapped by circumstances. 

Mr. Lanprum. But they are handicapped. 

Mr. Hotianper. Economically; yes. 

Mr. Lanprum. Are you going to, by law, tell an employer t that he 
has to discharge that employ ee or pay him’ somuch? What do you 
think he is going to do? 

Mr. Hotianper. I am not talking about physically handicapped. 
I mean economically handicapped by virtue of where they are, their 
lack of mobility or other circumstances that make it impossible for 
them to, let us say, benefit by the strong demand for uke Their 
handicap may exist only in living in an area where there is a large 
pool of unemployed, so that the ¢ ompetition for jobs is such that they 
are not able to get the same kind of wage that would be available to 
them if they lived in a prosperous area. It is by no means only a 
physical handicap, and even so I do not see why people who are 

physically handicapped, provided they are able to do work as the re- 
habilitation people have assured us they can if they are properly 
placed, should “¥ get the minimum wage. 

In any case, I did want to emphasize as my final point, Mr. Chair- 
man, that this is one of the most important and influential instruments 
that we have in dealing with substandard wages and with substandards 
of living among those families who, even in these prosperous times, 
are living in poverty. 
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Mr. Lanprum. Are you not concerned there, Mr. Hollander, with 
this question: By putting such provisions in the law regarding these, 
I will say, marginal—not meaning it disrespectfully—cases, are you 
not closing the door to the employ ment that they might get? Are you 
not making it doubly hard for them to get employment. at all if you 
ask us to put that a8 ision in the law ¢ 

Mr. Hotzanper. I do not think so, and I think the experience of the 
last 20 years tends to support my case. With all respect to you, I 
would remind you that this same argument was made very per suasively 
when the law was first passed, and I think our experience is that this 
just has not turned out to be the case. 

Mr. Lanprum. Just a moment ago, in your statement, vou said that 
you were thinking about the handicap that might exist because they 
lived in an area where there was large unemployment. If you are 
employing a person in such an area or any other area, and you have 
your choice between two people, what are you going to take? Are you 
going to take the person who offers the brightest prospects of giving 
the kind of service you want, or reach over and take the fellow who 
offers you perhaps a dull prospect ? 

Mr. Hoiianper. I was not implying that these workers were any 
less efficient or less desirable. 

Mr. Lanprum. If they are not less efficient or less desirable, why 
are they marginal workers ? 

Mr. Horianprr. Let us hypothesize several cases. One may be that 
they live in a town where there is a great deal of unemployment 
and, therefore, the demand for labor not being strong, wages are low 
in this town. My position is, they are entitled to this kind of protec- 
tion of a dollar minimum wage. 

Another possibility is among people who are only available for 
certain types of employment, and I do not see why they should be 
penalized for this, especially, as I say, because this is a very important 
contributing cause to the poverty of a large number of families. 

Mr. Lanprum. Actually, you have very little evidence to show that 
there are very many workers in the country today making Jess than a 
dollar an hour; do you not ? 

Mr. Hotianper. It is certainly a minority, but I do not see why 
there should be any. Insofar as we have it within our means to correct 
it, I do not see why there should be any, the costs of living being what 
they are and the American standard of living being what it is. 

Mr. Lanprum. As a matter of fact, I cannot think of a single indi- 
vidual who is making less than a dollar an hour in the district I repre- 
sent that is not making it because of his own choice or because of his 
own misconduct or lack of qualities. 

Mr. Hotianper. Well, you have covered a lot of ground there when 
vou say his own choice or misconduct. 

Mr. Lanprum. You want to provide that these people have it or 
they do not work. You are going to close the door to any oppor tunity 
of employment to them if you ask us to put that sort of provision ina 
law. That isthe thing that I feel. 

Mr. Hotxianover. I believe this is precisely the same argument that 

was raised against the law in the first place, and experience has not 
borne it out. 

Mr. Lanprum. To me it is just as logical now as it was then. 
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Mr. Hoxzianver. I think experience has tended to contradict the 
theory that you are advancing. 

Mr. Lanprum. Well, theory is not always good when it comes to 
making a dollar and making it go somewhere and providing employ- 
ment. Sometimes those theories are the ones that wind up in the bank- 
ruptcy courts. At least it has been my experience in the few cases of 
bankruptcy I have known, that generally they avere theorists. 

Mr. Ketitxy. Would the gentleman yield? 

Mr. Lanprum. Yes. 

Mr. Ketiry. When the minimum wage was raised to 75 cents, of 
course the opposition used the argument that you would put him out 
of business and cause unemployment. 

Another report of a study by the Department of Labor on the 75- 
cent minimum shows that this did not happen at all. The report as 
to the effect when it was raised to a dollar has not been completed yet 
and will not be completed until this fall. 

Mr. Roosrveitr. Will the chairman yield ? 

Mr. Lanprum. I believe we may be talking about two different 
things. I am not opposed to anyone making a dollar or more if it is 
available. What troubles me is the suggestion from the witness here 
that we put a provision in the law which I think would deny employ- 
ment to the so-called marginal worker, and, as we move these restric- 
tions in closer and closer, we must inevitably get to opening that door 
to employment to that marginal worker because any businessman, as 
the chairman well knows, has to have production in order to meet his 
payroll. 

Mr. Ketiey. Of course, my feeling is that even a marginal worker 
ought to get a dollar an hour. That is pretty low today. 

Mr. Lanprum. I will grant you that that is true. I do not see 
how we can afford to legislate the proposition of denying a marginal 
worker the opportunity to employment. I pressume you can well 
recall my objections when we went to $1 an hour, and I can cite you 
instance after instance in areas where marginal workers were imme- 
diately laid off, where they were pieceworkers. The work was based 
on a dollar an hour, and when they went to a dollar minimum they 
moved that formula up and the marginal worker had to produce 10 
to 15 percent more than was produced and he could not do it. That 
is all. 

Mr. Roosrveir. I was just going to say, Mr. Chairman, that I think, 
in support of what you said, that the preliminary report of the change 
to a dollar an hour indicated that the change was made with very few 
dislocations and that the trend seems to be that, while initially some- 
thing along the lines described by Mr. Landrum may take place, it 
is not too long before that adjustment is made, too, and that in the 
end everybody gets back pretty much on the same basis; while if you 
do not legislate, you run the risk that this group will always be held 
down instead of getting to their normal relationship with the rest of 
the workers who have been raised. 

Mr. Houianper. I am sure you remember, Mr. Chairman, in the 
very early days of the Fair Labor Standards Act, when we had the 
industry committees and were trying to get from 25 to 40 cents an 
hour, how much faster we were able to do this through the industry 
committees than was originally contemplated in the act, and how 
almost all industries had reached the 40-cent minimum by negotia- 
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tion, with a minimum of dislocations or adjustment, well before the 
terminal date, which, I believe, was 1943, that the act prescribed for 
all industries to have reached the 40-cent minimum. It went very 
much faster, showing that the adjustments and dislocations were much 
less than we had contemplated at the time the Congress wisely and 
carefully wrote this period of adjustment into the act initially. 

Mr. Lanprum. Will the gentleman yield again ? 

As an economist, to what do you attribute the present inflation in 
our economy? What is the principal reason for it? First, do you 
admit that we do have a period of inflation ? 

Mr. Hotianper. As of when, Mr. Landrum? What period are you 
talking about ? 

Mr. Lanprum. I am talking about the period now, and the period 
that we have been in for the last 10 years. Let us say since 1950. 

Mr. Horianper. Since 1950 we have had, it seems to me, a series of 
movements in the economy with, as I am sure you are well aware, a 
period of rather severe inflation in the latter half of 1950 and extend- 
ing into the early months of 1951, which was associated with the mili- 
tary action in Korea, and then following that a long period of com- 
parative stability, which has been broken in the last year or year and 
a half by another rise in prices. If you look at the c ost-of-living index, 
which I do not have here in front of me, but I had occasion to look at 
it the other day, it is interesting how many of the components of it 
are lower than they were in the base period, which was, for this pur- 
pose, the average of the 3 years, 1947, 1948, and 1949. 

Mr. Lanprum. That does not mean a thing in the world when you 
take that dollar down to the store and it buys just about 50 percent 
of what it ought to buy. 

Mr. Horianper. There has been nowhere near this increase at all 
since 1947 to 1949. The increase has been of the order of 20 percent. 
There are many parts of the index in which there has been little or no 
increase, and most of the parts of the cost-of-living index in which 
the increase has come have been those which are characteristically very 
slow to respond and are still dragging themselves up, let us say, to a 
kind of parity with the rest of the price level, because they were slow 
to respond during the war and in the immediate postwar period, when 
we did have a rather rapid inflation. 

I refer particularly to services, to things like medical care, trans- 
portation, rent, which are still rising from the effects of having lagged 
behind the more responsive prices in the wartime and postwar price 
movements. 

I would not characterize the period we are in now as a period of 
inflation. The fact that some prices are rising does not seem to me 
to warrant the conclusion that this is in general an inflationary 
period. 

Mr. Lannprum. How could you say that in the face of this: That 
Government obligations issued in 1953 at 154 are being offered today 
at 35g with no takers. They want a still higher rate of interest. 

Mr. Hortanper. Well, I think that this is a very complex ques- 
tion, sir, and one that goes far beyond the usual dimensions of the 
pricing markets. We have here certain deliberate attempts to raise 
the interest rate on the part of the Government. 

Mr. Lanprum. It is no attempt on the part of the Government. 
The Government is offering its securities to refinance those obliga- 
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tions that were offered in 1953 and sold in 1953 at 15g. They are 
offering to refinance them at 35g today, and can get no market, so 
that the manipulation is not on the part of the Government. 

Mr. Hottanper. They can deliberately raise the interest rate by 
design. 

Mr. Lanprum. Would you say “deliberately” or would you say that 
they have been forced to do so ‘because of the inflationary conditions 
in the country 4 

Mr. Hoiianper. If you remember, their first efforts to raise the 
interest rate were in 1953. 

Mr. Roosreveit. Would the gentleman yield ? 

When you say “they,” you refer specifically to the Federal Reserve 
Board ¢ 

Mr. Hotianper. To the Treasury and the Federal Reserve Board 
in the early months of 1953 when monde were offered at a very high 
rate, and I, myself, believe that the reason it is so hard to get ‘takers 
for Government bonds at these whiat is because there is an expecta- 
tion that the interest rates will be raised still further, and people do 
not want to enter into long-term commitments. 

Mr. Roosrvett. You know, of course, that the only Government 
securities that are selling at par today are those that are tax exempt, 
and there are only a few classes of those. Is that true? 

Mr. Hotxanper. Well, the combination of tax exemption and in- 
terest rate is what determines it. You can find it in the Wall Street 
Journal every day. 

Mr. Roose Each time we fool with the labor market, Mr. 
Hollander, I am afraid we are playing into the hands of the people 
up there w ho keep = costs up. 

Mr. Hotzianper. I do not think it is the labor market that has con- 
tributed to this. I think what we have witnessed in the last couple of 

years, to the extent that it has been inflation, has been a classic capi- 

tal-goods boom induced by certain policies of the Congress and the 
Government. It was built into the Internal Revenue Code of 1954. 
I think it is the accelerated depreciation provisions, for example; 
and if you look at the reports of the corporations, I believe you will 
find that by far the biggest part of this capital-g goods boom, which 
has bid up the prices of steel and many other apital goods, by far 
the largest source of financing of those have been the ‘corporate re- 
serves and corporate earnings, and I think that nothing is plainer 
than that the Treasury, when it recommended some of the amend- 
ments to the Revenue Act in 1954, was very explicit in saying that 
they wanted to provide additional incentives to investment and pro- 
vide additional means for corporations to retain earnings for invest- 
oe purposes. 

I do not think there is anything mysterious about this. I think 
these are the results of a calculated policy that the administration has 
pursued, and I think there are ways of correcting it, but I personaily 
regret to say that I think they will not be employed, at least not in 
the near future. If I were doing it I would begin with changes in the 
Revenue Act. 

Mr. Roosrverr. What changes would you suggest ? 

Mr. Horianper. Well, I think to reverse the changes that have 
encouraged these very large accumulations of corporate funds for 
investment, the accelerated “depreci lation provisions. 
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Mr. Roosreverr. When you did that where would you get your 
money, Mr. Hollander, for further capital expansion 4 

Mr. Houtanver. I think the capital expansion has been rather fast. 
I think this is what led to what you referred to as inflation. You 
cannot have rapid capital expansion without having some of the con- 
sequences which I believe you deplore. I do not believe that wages, 
especially these low wages, but rather accumulations of much larger 
aggregations of purchasing power in the hands of investors is what 
has done it. I think the preferential treatment of dividend income 
has helped to do this also. 

Mr. Roosrvetr. Who is going to provide employment for these 
people that we want to cover under this bill? 

Mr. Hotxianner. I recognize, of course, the need for a steady rate 
of investment to provide for expansion of the economy and economic 
growth and additional jobs. I just happen to believe that the paths 
we have been traveling in the last 3 years have made it go too fast. 
I think we would have been happier and wiser if we had not acceler- 
ated too much. This is how I have tried to answer your question 
about the source of the inflation. 

Mr. Roosevett. Could I learn from you, then, that po advocate 
some reduction in capital expansion, a contracting of it, and less 
industrial growth than some sections of the country are experiencing! 

Mr. Horzanper. I would start with the same conclusion, I think, 
as the Federal Reserve System; namely, that something has to be 
done to curb this; only instead of raising the interest rates to curb 
it—which I think is a blunt and rather indiscriminate instrument 
which leads to many undesirable side effects—I would have started 
at this point where these funds were being accumulated for rather 
too rapid investment and tried to restrain the enthusiasm of this 

capital-goods boom by that means rather than by raising the interest. 
The objective would be no different. The means would be different, 
and I think the consequences would have, on the whole, been better. 

Mr. Roosevett. I am sorry. I am absorbing too much time. 

Mr. Hoxiianper. I am sorry, too, to be so talkative. 

Mr. Hour. This has been a very interesting discussion. It has a lot 
to do with the basic problem we face. 

I take it, Mr. Hollander, due to the nature of your organization, 
that most of your testimony has been based on your reading of testi- 
mony and observations, and drawing conclusions. You have made no 
personal investigation of it. Your organization is not in a position 
to do that; is that correct ? 

Mr. Hotianper. You mean on investigation of minimum wage ? 

Mr. Hour. Have you your recommendations here ? 

Mr. Hotianper. No, sir. This is all derived, as you say. 

Mr. Hour. I notice that you stressed the service industry workers 
quite a bit in your prepared statement. That is one of the problems 
we face as to just how to cover or not cover the service industry people. 
It is quite a complicated problem. I wondered if you had made any 
investigation on that, or if your statement was from other reports. 

Mr. Ho.uanper. Well, the reason I emphasized that, perhaps I 
should explain briefly, is that, as I am sure you are aware, the nature 
of our economy is such that, with rising produce tivity in the productive 
industries, a larger part of the labor force is going into the distributing 
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and service industries and that this makes the gap more glaring in 
not covering them under this sort of protection. 

Mr. Horr. What does the word “niggling” mean? I never heard 
it before. On page 3 you use the word ° ‘niggling. ” 

Mr. HoLt.Lanver. Oh, it means small and begrudged. 

Mr. Hour. In the paragraph which you devote on page 3 to Secre- 
tary Mitchell’s statements, I do not think that last sentence is ver 
necessary. We have not gone into polities in these hearings et 
while it may be humorous, ¢ think it is rather out of place. If you 
want to leave it in the record we will leave it in. 

Mr. Hotianver. If you think it is in bad taste I have no objection 
to eliminating it. 

Mr. Horr. I just give you my comment, and you can take care of it 
later if you wish. I was interested in where you say on page 3 that, 
of these 21% million workers which you say See retary Mitchell’s bill 
covered, that three-fourths are alre: dy earning more than a mini- 
mum wage. Where are the one-fourth that are not earning a mini- 
mum wage? That is the one-fourth we are looking for. 

Mr. Hotianper. Do you mean geographically or ‘occupationally. 

Mr. Hour. Geographically and oc cupationally. 

Mr. Hottanver. Well, I would rather answer that question, if you 
please, by getting the figures from the Department of Labor survey 
from which this was drawn, and I think I could be more precise than 
if I generalized for the record. 

From my experience in this kind of work, I would expect to find 
them in small towns, and would expect to find them rather in the South 
than in the North or West. 

Mr. Horr. We have to be careful of some of these small towns or 
certain areas that are just beginning to expand industrially. The com- 
mittee is of the general opinion that we are not prepared to act on this 
legislation yet. that there is a lot we have to learn, and that a lot of 
field trips will have to be made in various sections of the country. 
It is a big country, and covering 914 to 10 million more people is a lot 
todo. I do not mean to belittle: your past experience or the hard work 
you have done. You probably have read a great deal more on this 
than many folks. You seem to have arrived at many conclusions and 
IT am, frankly, amazed at them. 

Mr. Roosrvetr. Will the gentleman yield ? 

Mr. Hott. Yes. 

Mr. Roosevetr. In regard to your last experience, is it not also true 
that a large percentage of those not covered today are in the retail 
field, and that a great many of those will be found in the large cities ? 

Mr. Hortanper. Well, I thought Mr. Holt asked me with respect 
to the one-quarter of those who are not covered, who are not earning 
the minimum wage. 

Mr. Roosrvetr. That is correct. It is my impression from the 
figures which have been presented by the Department of Labor and 
others that within the retail trade there is evidence that a great many 
of those retail-trade workers who are not getting the minimum wage 
are found in large city areas or metropolitan areas. 

Mr. Hoxtianper. I am sure this is true. In general, in the large 
cities of the North and West the competition for labor is such that it is 
more difficult to find people who are working at less than a dollar an 








1328 FAIR LABOR STANDARDS ACT 


hour than it is in the smaller communities, and particularly than it js 
in the southern communities. 

Mr. Hour. You were talking about these family farms and small] 
farms. Where do you draw the line? 

Mr. Horxuanper. I believe the line is drawn in the bill at 400 man- 
days per quarter. If I am not mistaken, I think this is an average of 
10 employed workers per day. 

Mr. Hour. You subscribe to that? That is what you use? 

Mr. Hoiianper. Yes. 

Mr. Horr. That is all the questions I have. Thank you for com- 
ing up today, and thank you for your testimony. 

That is all I have, Mr. Chairman. 

Mr. Roosevetr. Mr. Chairman, could I have one more question ? 

Mr. Lanprum (presiding). Yes. 

Mr. Roosevett. Mr. Holt, has the Kennedy committee made 4 
report ? 

Mr. Horr. I have not seen a report. 

Mr. Roosevetr. I just had an idea that he had already made 4 
report. 

Mr. Horr. It may be. I have not seen it. I tried to find out, and 
the information I had was that it was still in the process of prepara- 
tion and not available for release. 

Mr. Roosrvetr. I want to thank you, too, Mr. Hollander, for your 
testimony. 

Mr. Hotianver. Thank you, sir. 

Mr. Lanprum. The committee will be in recess until next Tuesday 
at 10 a. m. 

(Whereupon, at 11:50 a. m., the subcommittee recessed to recon- 
vene at 10 a. m., on Tuesday, June 18, 1957.) 


iN. it ig 
smal] 


) Man- 
age of 


* COM- 


yn? 


ade a 


ade a 


‘5 and 


para- 


your 


esday 


econ- 


FAIR LABOR STANDARDS ACT 





TUESDAY, JUNE 18, 1957 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON LABOR STANDARDS OF THE 
CoMMITTEE ON EpucATION AND Labor, 
Washington, D. C. 


The subcommittee met, pursuant to adjournment, at 10:05 a. m., 
in room 429, Old House Office Building, the Honorable Augustine B. 
Kelley (chairman of the subcommittee) presiding. 

Present: Representatives Kelley, Teller, Holt, and Ayres. 

Also present: Messrs. Kennedy W. Ward, counsel; and A. Regis 
Kelley, clerk. 

Mr. Ketiey. The committee will please be in order. 

Mr. Dunton, you may proceed with your testimony. Do you wish 
to summarize it ? 


STATEMENT OF AMMON G. DUNTON, COUNSEL FOR NATIONAL 
FISHERIES INSTITUTE, INC., WASHINGTON, D. C.; OYSTER IN- 
STITUTE OF NORTH AMERICA, ANNAPOLIS, MD.; AND VIRGINIA 
FISHERMEN’S ASSOCIATION, REEDVILLE, VA. 


Mr. Dunvon. Mr. Chairman, I would just summarize it. 
Mr. Ketxry. In the interests of time, I would prefer that. 
(Mr. Dunton’s prepared statement follows :) 


STATEMENT OF AMMON G. DUNTON, COUNSEL FOR NATIONAL FISHERIES INSTITUTE, 
Inc., WASHINGTON, D. C.; OysTER INSTITUTE OF NoRTH AMERICA, ANNAPOLIS, 
Mb. ; AND VIRGINIA FISHERMEN’S ASSOCIATION, REEDVILLE, VA. 


My name is Ammon G. Dunton, and I am an attorney residing at White Stone, 
Va. I appear on behalf of the National Fisheries Institute, Inc., whose head- 
quarters are located at 1614 20th Street NW., Washington, D. C.; the Oyster 
Institute of North America, whose headquarters are located at Annapolis, Md. ; 
and the Virginia Fishermen’s Association, whose headquarters are located at 
Reedville, Va. 

National Fisheries Institute, Inc., is the only national trade organization in 
the country dealing strictly with commercial fishery matters. It is composed 
of producers, processors, canners, and distributors of fishery products. The 
Virginia Fishermen’s Association is an organization more than 60 years old, 
originally composed of the menhaden processors of the Chesapeake Bay area, 
and this organization has now grown to include virtually all menhaden fish 
processors in this country. Menhaden processors produce fishmeal and fish 
solubles used in animal and poultry feeds, and fish oils which have multiple 
industrial uses. During the last several years approximately 50 percent of all 
fish, by volume, landed in the United States were menhaden. The .Oyster Insti- 
tute of North America is composed of both producers and processors of oysters 
along the Atlantic coast, the gulf, and on the Pacific coast and represents the 
great majority of the production of oysters in this country. 

In referring to fish and fishery products in this statement, I should not be 
construed to refer only to fin or swimming fish, but also as well to shrimp, 
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crabs, scallops, clams, lobsters, oysters, and all other types of fishery and Sea- 
food products used for human and animal consumption or industrial uses, and 
from salt and fresh waters. 

In commenting on the proposed legislation, I should like to address my re- 
marks primarily to H. R. 4575, introduced by Mr. Kelley, of Pennsylvania, and 
H. R. 4696 introduced by Mr. Roosevelt, of California. It is my understanding 
that these two bills are typical of the legislation now pending before this session 
of Congress having for their purpose the amending of the Fair Labor Standards 
Act of 1938. ; 

My remarks in reference to the proposed legislation deal entirely with its 
effect on fisheries and the seafood industry. I should like in the beginning to 
point out that virtually all of the employees of this industry work on a “piece. 
work” or “lay” basis. While the proposed legislation does not, in its terms, 
increase the minimum wage, yet the effect of this legislation, insofar as fishing 
and the seafood industry is concerned, will tremendously increase the labor 
costs and the overall expense of operation. This will be caused primarily by the 
eliminating of all onshore activities from the exemption, as well as the overtime. 
pay provisions of the present act as set up in section 13 (b) (4). 

In practically the entire industry a worker of average ability will exceed the 
present minimum rate working on a piece basis. It must be borne in mind that 
any increase in operational costs in the seafood industry at this time will have 
to be absorbed at the consumer level, thus giving additional impetus to the 
spiraling cost of living which has already become burdensome to the American 
buying public. Seafood has a high protein value, as well as many trace ele- 
ments essential to health, and is competitive with meats and other protein foods, 
and a substantial increase in the cost of operations would have the probable 
effect of pricing it out of the market entirely, as the cost of distribution is so 
excessive in this highly perishable product that just a little more expense will 
make the product so high as to eliminate it from general use. In the case of 
the menhaden operators, already the cost of production of fishmeal and con- 
densed fish solubles, which are used as an essential ingredient in stock and 
poultry feeds, has become so expensive as to be burdensome on agriculture, par- 
ticularly as applied to the producers of livestock and poultry. This, likewise, 
must ultimately be passed on to the consumer. 

The fisheries and seafood industry have two primary objections to the pro- 
posed legislation. First, the limitation of the present fishing and seafood exemp- 
tion, which is now provided for in section 13 (a) (5) of the present law, by the 
elimination from the exemption of all onshore activities which would create an 
economic problem in the fishery business which will be more fully explained. 
Second, the repeal of section 13 (b) (4) of the present Fair Labor Standards 
Act, which exempts “any employee employed in the canning of any kind. of fish, 
shellfish, or other aquatic forms of animal or vegetable life, or any byproduct 
thereof,” would repeal the exemption from the overtime provision provided in 
section 7 of the act. 

Section 13 (a) (5) of the present act exempts “any employee employed in the 
catching, taking, harvesting, cultivating, or farming of any kind of fish, shellfish, 
crustacea, sponges, seaweeds, or other aquatic forms of animal and vegetable 
life, including the going to and returning from work and including employment 
in the loading, unloading, or packing of such products for shipment, or in propa- 
gating, processing (other than canning), marketing, freezing, curing, storing, or 
distributing the above products or byproducts thereof.” Section 13 (b) (4) 
exempts from the provisions of section 7, which is the overtime-pay provision, 
“any employee employed in the canning of any kind of fish, shellfish, or other 
aquatic forms of animal or vegetable life or any byproducts thereof.” 

At the time of the original enactment of the Fair Labor Standards Act of 1938, 
there was considerable debate in reference to the various industries which it was 
believed could not operate under the proposed wage and hour law. Congress in 
its wisdom realized the problems of the fishery business and saw fit to give it a 
sweeping exemption. Extensive hearings were had and conferences held setting 
forth the problems facing the seafood industry. Typical of these problems is the 
effect of the tide, wind, weather, availability of fish, market, and transportation. 
The same conditions that applied in 1938 apply today, and when the act was 
revised in 1949 the only change, insofar as the fishery exemption is concerned, 
was to bring under the provisions of the act those engaged in canning of 
seafoods. Congress, however, realizing the problems of processing an unpredicta- 
ble quantity of perishable seafoods, saw fit to enact section 13 (b) (4), which 
exempted those engaged in canning of seafoods from the overtime-pay provisions. 
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In examining the proposed legislation we find that the exemption will apply 
only to “any employee employed in the catching, taking, harvesting, cultivation, 
or farming of any kind of fish, shellfish, crustacea, sponges, seaweeds, or other 
aquatic forms of animal and vegetable life, including the going to and returning 
from work and loading and unloading when performed by such employee.” It 
can be observed from this proposed amendment that all of the employees engaged 
in the packing of products for shipment, or in the propagating, processing, market- 
ing, freezing, curing, storing, or distributing the products or byproducts thereof 
are eliminated. This means, definitely, the drawing of a line between the offshore 
and onshore operations, which is unrealistic and impractical, and cannot be 
justified in any manner whatsoever. 

The fisheries industry is inescapably a unit. Economically and operationally 
there is no true distinction between offshore and onshore activities. They are 
two sides of the same coin. It may be true that the offshore operations are under 
different ownership, or they may be employer and employee, vendor and vendee. 
This, however, makes no difference. One cannot operate without the other. 
The time and the tempo of the operations are inextricably intermeshed. Both are 
subject to the sway of the same factors of nature, and both are completely con- 
trolled by the fact that the taking, conversion, and distribution of fish and 
fishery products are entirely subject to the weather, the season, the tide, the 
general availability of fish, and the myriad other factors, and by the overriding 
fact that fish and seafood are highly perishable items. 

The fisherman does not know until the very time arrives whether the weather 
will permit him to fish; he does not know until he actually fishes his net whether 
he will take fish. The processor does not know until the fisherman arrives at 
his wharf whether he will have fish to process, nor how many. All that both 
know is that if there are fish, regardless of how many, from the time they are 
taken from the water until the time they are processed very few hours can 
elapse without spoilage. Further, the processing of fish, once begun, cannot 
be stopped and started again. It must be completed in one continuous opera- 
tion. In the case of most seafoods, fish, themselves, claims, lobster, shrimp, 
oysters, and crabmeat, the necessity for continuous operation does not stop with 
the initial process. The fish must be properly packed, stored or shipped, and 
distributed to reach the consumer within the very short period before spoilage sets 
in, even after processing. Fish and products of fish for human consumption 
are and remain highly perishable, save only when canned or frozen. As a result, 
the fishing industry, from the waters of the sea to the table of the consumer, is 
one continuous process which, once set in motion, must be carried through if 
serious economic waste is to be avoided. On some days the fisherman may make 
his journey in vain, in which case the processor remains in a standby condition, 
the distributors have nothing to distribute, and the entire long chain of opera- 
tion remains slack. Other days the fisherman may take a full load, in which 
case the processor must work at top capacity and at his best speed, and the dis- 
tributors must immediately swing into action and find immediate outlets for 
the seafoods, and the entire operation must be so geared as to act smoothly and 
with dispatch under such circumstances. It must at all times be at the ready. 

You will note that the uncertainty of the take of fish and the pressure of perish- 
ability do not suddenly disappear as if by magic upon the fisherman’s vessel 
reaching the wharves of the processor. Both factors are fully operative all 
the way to the consumer’s table—or at least to the refrigerators of the retail 
merchants who provide the last step in the long continuous process which, al- 
together, makes up the fishing industry. 

As a result, every link in the chain of the fisheries process, from the fisherman 
through the distributor, may and frequently do, find themselves called upon 
suddenly to work long hours in order to handle the take of fish, while at other 
times work may be very slack for a considerable period of time when the fish 
are not running. There is no distinction in this respect between the fisherman 
in his vessel, the processor at the plant, and the distributor and shippers mov- 
ing the perishable product from the processor’s plant to the market. 

The Congress has in the past fully realized these facts, and it is clear from 
a reading of the present exemptions that the Congress took every pain to see 
that the whole of the fisheries industry was covered. Synonym was piled upon 
synonym; words were used that denote overlapping concepts. Thus, while pack- 
ing and processing naturally include the production of byproducts, still byproducts 
were specially referred to. Storing and shipment were carefully mentioned; in- 
deed the obvious fact is that, perhaps out of an excess of caution, the Congress 
specifically mentioned every operation one could think of which is concerned 
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either directly or indirectly with the fisheries industry as it existed at the time 
the original act was enacted. 

Treatment of the fisheries industry upon a basis different from that used in 
general manufacturing and commercial enterprises is no new thing, nor is it a 
special privilege now being asked by this industry. While it is true that for over 
1500 years governments have exercised control of the terms of the employment 
relation, it is also true that for more than a thousand years longer than that 
the concept of public control, sponsorship, and encouragement of the fisheries in- 
dustry has been well established. All states whose peoples could engage in fish- 
ing at all have consistently, continuously, and, apparently, without exception 
considered the industry a subject for special protection. It deals with a major 
natural resource, and is practically the only industry which converts a natura] 
resource to use of the people without depleting the resource. Even after all the 
fishing that has been done, and that is being done, there are still plenty of fish 
in the sea, and the taking of them by man does not seem to have any appreciable 
effect on the availability of the fish. 

Further, the existence of a healthy fishing industry is essential to the national 
welfare and safety of the United States. From the fishing industry many of 
the officers and men of our Navy have come in wartime; from the fishing indus- 
try come many of the officers and men of our merchant marine. It provides a 
valuable training ground for these men. The industry is the oldest in this 
country. 

In the light of all these factors, the fishing industry respectfully requests, not 
that the Congress give it preferential treatment or privileges, but that the Con- 
gress recognize he realities of the industry, realize that there are definite and 
compelling grounds for treating it differently from manufacturing and commer- 
cial enterprises, and accord to it the right to operate under the conditions which 
its peculiar nature requires. There is no business in which impossibility of 
prediction of volume of business is joined with extreme perishability of both 
raw material and product as it is with the fisheries. This naturally results in 
an inability of the fisherman, the processor, and the distributor to govern the 
hours of their work, and makes it completely impracticable for this industry to 
operate subject to the terms of sections 6 and 7 of the Fair Labor Standards 
Act. The same considerations apply to the fishmeal and fish-oil operations 
as apply to the processing of food fish in that the availability and perishability 
of fish are principal problems and require immediate processing once the fish 
have been caught. 

When Congress in 1949 amended the Fair Labor Standards Act by putting 
eanners of fish products under the terms of the act, but otherwise leaving the 
fishery exemption undisturbed, it created a great problem as to interpretation 
insofar as applicability of the exemption was concerned. It was clear that by 
this action some of the employees of an operation would be under the terms of 
the act while others would be exempt. As a result, there has been considrable 
litigation over this question, and it is still unsettled, as the courts of one circuit 
have held one way while the courts of another circuit have held another. It 
seems only practical that where an exemption exists it should be an industry 
exemption, as was the original intention of Congress, and we believe that the 
chaotic condition that has resulted from this amendment would justify the 
reinstatement of the exemption as originally enacted, and I urge that this be 
done. 

I believe that from the foregoing facts it has been demonstrated that the 
fishing business falls in an entirely different category from normal manufac- 
turing. Because of the great fluctuations in the business, it can only be oper- 
ated on a piecework or lay basis. In this manner the employees profit when 
the catch of fish is heavy, and bear their proportionate burden when fishing is 
light. Under no other conditions can the fishing business be operated. It is 
impossible to determine the cost of labor and to adopt any budgetary principle 
if labor must be paid for hours when it cannot work or must be paid overtime 
because of fluctuations in the catch. It is respectfully submitted that the 
exemption as originally drafted should be reinstated. 


Mr. Dunton. Mr. Chairman and Mr. Ayres, my name is Ammon G. 
Dunton. Iaman attorney, residing at White Stone, Va., and I appear 
on behalf of the National Fisheries Institute, the Oyster Institute of 
North America, and the Virginia Fishermen’s Association. 
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I might say that I appear as a very poor substitute for Mr. Jackson, 
the general manger of the National Fisheries Institute, and Mr. 
David H. Wallace, of the Oyster Institute, both of whom were unable 
to be present because of other commitments that took them out of the 
country. : 

At a very late date, on last Friday, I was asked to appear in their 
jlace. The statement summarizes briefly that the National Fisheries 
Institute is the only national trade organization in the country that 
represents all phases of commercial fishery operations. It is com- 
yosed of producers, processors, canners, and distributors. 

The Oyster Institute, of course, as its name would indicate, repre- 
sents the producers, packers, and distributors of oysters, and repre- 
sents the oyster industry on the Atlantic and Pacific, as well as the 
gulf coast. ' 

The menhaden industry, with which you, Mr. Chairman, and Mr. 
Ayres, may not be too familiar, is a rather important industry, but 
one that is not well known. There are comparatively few companies 
engaged in the business, but they have a large number of employees, 
and, from the standpoint of actual volume, the menhaden represents 
about one-half of the total amount of all fish of all species caught 
in the United States. Menhaden is not used for food purposes. It 
is processed to manufacture fishmeal and fish oil and condensed fish 
solubles. 

Fish oil has a number of industrial uses, such as the manufacture of 
linoleums and paints and things of that sort, but the fishmeal and 
solubles, the other two products produced from menhaden fish, are 
very important to agriculture in that all of those products are used as 
component parts of stock and poultry feeds. 

I might say that we produce about 60 percent, domestically, of the 
fishmea] used in the country, while we export some considerable portion 
of the oil. 

In commenting on the legislation here, I, of course, refer primarily 
to the two bills, H. R. 4575 and H. R. 4696, introduced by yourself and 
Mr. Roosevelt amending the present Fair Labor Standards Act. 

The fishing industry has two specific objections to the bill. First, 
it cuts down the present 13 (a) (5) exemption which is virtually an 
industrywide exemption so as to put the offshore’ operations in an 
exempt status and the onshore operation in a covered status. 

Then, too, the bill also amends the present act by striking out the 
exemption of 13 (b) (4) of the present act which is the overtime pro- 
vision which was provided for the canners of seafood. I recognize 
that the proposed bills do not change the minimum-wage rate, but 
the effect of the elimination of these exemptions in the seafood indus- 
try would very definitely have the effect of greatly increasing the 
overall expense of operation by the industry even though they at this 
time, on the piecework basis and lay basis on which practically all of 
the seafood operations worked, are paying better than the minimum 
wage now, but the paying for standby workers when they were not 
engaged in work would greatly increase the cost of operation in that 
industry. 

The refrigeration and the expensive distribution of a highly perish- 
able product such as seafood has already put that product at a price 
where it is not generally acceptable to the open market. In other 
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words, it has become a very highly specialized product and only the 
people in the high-income brackets are using it now. 

It is our feeling that if the cost of operation in the seafood industry 
gets any higher than it is now, it is going to price it entirely out of 
the market. That being true, we are faced with the situation of 
losing a natural resource that is extremely important to protect and 
to preserve, especially when we consider that it is estimated that we 
are going to have a tremendous increase in population and the food 
supply would naturally have to be considered. 

[ think, Mr. Chairman, that we should remember that fishing opera- 
tions inescapably are a unit. We cannot say that the cate hing is one 
phase of it and that when the raw product has reached the dock or 
pier and is unloaded that it goes into another phase. 

If it were possible to determine definitely the quantity of fish that 
could be caught on a single day so that the processor could at that 
time make his plans about how m: uny people he would need and how 
long he would need to operate in order to process the product, so that 
arrangements for truck transportation could be arranged to send the 
product on, and the outlets could be informed some little time ahead, 
then we could very readily come under the situation; but I am sure 
that, if you have done any fishing, either sports fishing or commercial 
fishing, you will believe me that fish are not very cooperative. 

You cannot determine when you are going to catch them or how 
many you are going to get. You may have a wonderful day today 
and tomorrow morning you may get ready to go out and the wind may 
be so high that you cannot go out. You may fish several days and 
not catch anything, and then suddenly for 2 or 3 days your boat may 
be swamped, and the processor, whether he owns the fish or is buying 
them from the producer, must wait until those fish are finally brought 
to his dock before he can determine what to do. He has no time, 
then, to go out and rearrange his setup about how many men he is 
going to need, but must handle the fish immediately because it is a 
highly perishable product. 

From the time the processor begins his work of getting the fish to 
the market, the same conditions, the same situ: ations, arises with the 
distributor. He does not know how many he is going to distribute a 
week from today: He has no way of determining it, and, — a 
highly perishable and expensive product, he also must work in 1 day 
13 or 14 hours, and maybe the next day 2 or 3 hours. 

Therefore, fishing is an entirely differe nt operation from any other 
commercial activity rthat we know. I may say that the fishing industry 
does not want special privileges, as such, but at the same time the 
fishing industry recognizes that it has problems that no other industry 
has, unless it be agriculture, and agriculture cannot compare with fish- 
ing in its uncertainty. 

I believe for as long, almost, as recorded history, in every country, 
fishing has been given some special privilege because of the uncer- 
tainty of it. We ‘feel that it would be impossible for the fishing in- 
dustry to live under the law that is proposed at this time. We wish 
to point out that this is the recovery of perhaps the only natural re- 
source that continues to replenish itself, and that, after all of the 
thousands of years of catching fish, the sea is still comparatively as 
full of fish today as it ever was. However, we have reached the situa- 


aly the 


dustry 
out of 
ion of 
ct and 
hat we 
€ food 


opera- 
is one 
ock or 


h that 
t that 
d how 
0 that 
nd the 
uhead, 
a sure 
lercial 


r how 
today 
d may 
Ss and 
t may 
uying 
ought 
time, 
he is 
tisa 


ish to 
h the 
ute a 
ing a 
l day 


other 
ustry 
e the 
ustry 

fish- 


ntry, 
ncer- 
g@ in- 
wish 
il re- 
F the 
ly as 
itua- 


FAIR LABOR STANDARDS ACT 1335 


tion that, if we were to have to operate under these conditions, the 
reat number, particularly of mater operators, would be forced to 

Siscontinue operations if the law were amended as proposed, and that 

represents the large part of the production of this mpi 

The small fish-packing house that may employ 30 people is where 
the vast majority of fish come from. 

I recognize, of course, that in presenting this legislation that you, 
Mr. Chairman, and Mr. Roosevelt, who sponsored the companion bill, 
perhaps had not given consideration particularly to the fishing indus- 
try, but were thinking of it in its broader field. 

There is undoubtedly a great deal to be said for the broadening of 
the coverage under the wage and hour law, but, as applied to this par- 
ticular industry, it is our considered judgment that it would be ut- 
terly impractical and impossible to live under. 

It would mean that there would be a tremendous reduction in the 
amount of fish available, and, because of the fact that these people 
who produce these fish for the most part are—I would not say an 
illiterate class, but certainly not an educated class of people—once 
they go out of it there is very little chance that they will go back. 

We respectfully ask that this committee give very favorable con- 
sideration to our request that the present exemption be continued. 

I would like to point out one other thing which is not in this bill. 
You will note that in 1938 Congress, in setting up this fisheries ex- 
emption, did it by the broadest language that it is possible for us to 
conceive of. They piled synonym upon synonym in an effort to be 
sure that there could be no question about its being an industrywide 
exemption. 

I was not present, but I have read a great deal of what went on at 
that time and that was, after a very complete series of hearings, 
that it was determined that there should be a sweeping exemption 
insofar as fisheries was concerned. 

Nothing was done to disturb that until 1949, when there was an 
amendment to put the canning of seafood under the Fair Labor 
Standards Act. This has created quite a problem in interpretation. 
The courts of the fourth circuit, 1 believe, have interpreted it one 
way, and the court of the fifth circuit has interpreted it in another 
way. The administrator in one part of the country feels compelled 
to hold one way, and in another he feels compelled to hold in another 

way. The result is that it has been a rather chaotic situation. 

I happen to know of one instance in which a company does some 
canning in which it is trying to keep the two operations segregated so 
as to comply with the recordkeeping requirements under the Fair 
Labor Standards Act, and it is extremely difficult because some of the 
people who are employed in the canning inevitably get over on the 
side that is not covered, and vice versa. 

It is our judgment that everything that pertains to seafood should 
have been left in the exempt status. I do not think it brought enough 
people under it to do any real good in this, and this 1949 amen«- 
ment has created more chaos than it has done good. 

We respectfully ask that the committee give favorable considera- 
tion to the problems of the seafood industry and continue the exemp- 
tion. 

Mr. Ketitery. Mr. Dunton, do you have any information as to what 
the rate of wages is in the industry? How much income do the em 
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ployees have? What is the average daily wage and how many hours 
do they work? 

I realize that that varies, but how much income do they have? 

Mr. Dunron. Mr. Chairman, I cannot say that I have personal 
knowledge of this, of course, but I have made inquiry very carefully 
into that because I anticipated that question. I called people in the 
oyster industry yesterday and discussed it with them. 

In my particular area, I represent a number of oyster packers. 
I do not think there is any question but what any man of ordinary 
ability will make in excess of the present minimum wage in any 
of these industries. 

Might I point out that, in the menhaden industry particularly, 
which I believe is perhaps the highest paid class of fishery workers 
in the business, they operate on a 5 months’ season beginning the Ist 
of June and usually terminating about the middle of October. 

This is the unusual instance that I am giving you at this point, 
but I have known of cooks on those boats averaging better than 
$1,500 a month. 

Mr. Ketitry. What class is that ? 

Mr. Dunton. That is the menhaden, the boat that produces fish 
for fishmeal and oil. They work on a lay basis. The low man on 
a boat of moderate catch will have a gross income of some $500) 
a month. Now, out of that they pay their own food bill, which will 
run about $20 a month per man. That is the only expense that 
they have. 

I might say that this year so far we have been running about 2 
weeks, and it is not doing too well. This is the first bad year we 
have had for a number of years, and you well can understand that 
maybe a week from now that whole bad season will be dissipated and 
we may have a very heavy catch. 

I understand that the fish were coming in very heavy on the Jersey 
coast yesterday, and in a week’s time, therefore, they can catch up 
on the catch. So far as the minimum wage is concerned, the amend- 
ment of the statute will not help these people because, so far as T am 
informed, the average worker working on a piece basis can easily make 
in excess of $1 an hour. 

The oyster industry pays from 90 cents in some localities to $1 and 
sometimes a little more than that a gallon. The average oyster 
shucker ought to shuck a gallon or a gallon and a half, and plenty 
of them can shuck 2 or 214 gallons an hour without difficulty. 

I do not feel that it will make any difference so far as that is 
concerned. The oyster industry probably would have a little less of 
a problem than would the fishing industry because you can determine 
to some degree your catch of oysters. You cannot actually do it, but 
you can do it better than you can in the case of fish. 

Fish run with such uncertainty because of the wind, the tide, the 
weather, the availability of fish, that it makes it utterly impossible 
to project your thinking. Every day may be different. That follows 
all through the whole line of the oper: ation because the man who is dis- 
tr ibuting i is caught in the same situation as is the man who is processing 
and the processor the same as the man who is catching them. 

Mr. Keriry. Mr. Teller, do you have questions ? 

Mr. Terrier. I am a little puzzled as to why canning should be 
exempt from the overtime provisions of the act. 
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Mr. Dunton. As you recognize, at this time canning is covered. 

Mr. Texter. It is exempt from the overtime provisions. My ques- 
tion was based upon the fact that I am puzzled as to why canning is 
exempt from the overtime provisions of the act. 

Mr. Dunron. I think, sir, that the reason for that was that you 
cannot determine, you cannot control, the hours of work in an un- 
predictable source of supply. In other words, with raw materials 
in ordinary manufacture you can have hours to start and hours to 


sto 

thn the case of canning of seafood you cannot do that. You have to 
complete what is there. Therefore, you cannot anticipate what your 
labor cost would be if you had time and a half for overtime when 
maybe 2 days in the week you had an excessively heavy supply come 
in that you had to process, and then 4 days a week or 3 days a week, 
as the case may be, you had practically none. 

Mr. Trtuer. In other words, the fie cost would fluctuate so that 
you could not anticipate what it was going to be? 

Let us examine that for a moment. In the first place, you pay 
these people only for the time when they are actually working; do 
you not? 

Mr. Dunron. That is right. 

Mr. TeiiEr. Secondly, the overtime provisions are not based upon 
any daily overtime rate but based upon a weekly overtime rate. 

Thirdly, you have the problem of unanticipated orders in many 
production plants. Where people have to work overtime because of 
unanticipated orders or other problems, these people are paid over- 
time compensation for work done in excess of 40 hours in any week. 
follow i to some extent at least, in relation to the exemption of 

13 (a) (5), but I am at a loss to understand why canning, which is 
a hard Ay of work just like any other job of work in industry, should 
be exempt from the overtime provisions of the act. 

You say that is because of unanticipated rushes of work, but does 
that not call upon the employee to work in excess of 40 hours at a 
job of work, and should these employees not be covered by a national 
policy that work in excess of 40 hours should be compensated at 
time and a half the regular rate of pay ? 

Mr. Dunton. Mr. Teller, I might say that the distinction I see 
between the comparison you m: ade as to unantic ipated orders and an 
unanticipated source of raw material is this: The businessman has 
the election of whether he shall accept those orders or not. If it is 
profitable to do it and pay the overtime, he can do it. If he is 
operating under such a thin margin of profit that he cannot accept 
the orders and pay the overtime, he can decline orders. 

The man who is processing seafood has no such election. When that 
seafood comes to his dock he has to take what the man has. One of 
two things has to happen. Either he has to tell the man who caught 
them, “I cannot handle them,” whereupon they spoil in the boat and 
the natural resource is lost and thrown overboard, or he has to accept, 
and always tries to, because you can see what would happen to his 
source of supply if he did not accept what the man brought in. 

He has to accept them whether he makes a profit or not. Sometimes 
that can make a great deal of difference. 
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I will quite agree with you that, as between the two, I think there 
is less merit to my contention on 13 (b) (4) than 13 (b) (5). but I 
think my contention on both is meritorious. 

Mr. Teter. Is there a seasonal element to canning? 

Mr. Dunton. Yes. 

Mr. Texter. Would you tell us that so far as canning is concerned, 
what are its seasonal characteristics and do the seasonal characteristics 
affect the overtime problem ? 

Mr. Dunton. Of course, to attempt to cover all of the various 
phrases in canning would be rather difficult for me. For instance, I 
am not qualified to go into the canning of tuna. That is on the 
west coast. I have never been in a tuna plan in my life. I really 
do not know the length of their season, but I will give my observations 
from that part with which I am familiar, and that is the herring 
canning or the canning of herring roe, particularly on the Chesapeake 
Bay and in North Carolina, and in that area. 

That season usually begins around April 1. It terminates some- 
time about the middle of June; it is about a 14- or 15- or 16-week oper- 
ation, something of that sort. The catch fluctuates terrifically. I 
would say that perhaps out of maybe a maximum of 20 weeks’ oper- 
ation the normal situation may be that 50 percent of the fish will be 
landed in 3 weeks out of the 20. That can vary. 

The weather conditions will have a great deal to do with it, and, 
of course, nobody can anticipate when fish arecoming in. Hot weather 
usually means that fish bunch in and come in, and cold and windy 
weather means that they separate and the catch falls off. That is 
the situation regarding herring. 

In the oyster-canning situation, frankly I think that it would not 
be too difficult to meet the requirements there, because you can control 
the situation just a little better because you are canning oysters usually 
in cold weather. 

I must qualify that, however, to say that we are increasingly getting 
into a period where we are canning and producing more oysters in 
the warm weather. It used to be said that oysters should only be 
eaten in the months when there was an “R.” In other words, April 
was the last month. 

Mr. Tetier. How about that? I have been curious about that. 

Mr. Dunton. I think that was just a saying of some years back 
when there was lack of proper refrigeration and you could not handle 
oysters practically, and sometime during April they were compelled 
to quit because of the inability to handle oysters, and until the weather 
began to get cool in September and October it just so happened that 
they were the periods. 

I think it was the lack of refrigeration in the earlier days that made 
it impossible to handle oysters durings the months of May, June, 
July, and August. 

Mr. Teter. We have your assurance that we can order oysters now 
and they will be all right? 

Mr. Dunrton. There is no question about that. There are a lot of 
oysters being produced at this time. There are a lot of oysters being 
frozen and canned at this time. I would say that, in the majority of 
instances, so far as oysters are concerned, that there is a compliance, 
but where we run into the difficulties in the canning of fish like herring 
and things of that sort, it makes it extremely difficult to control time 
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or hours or the expense. Yet I recognize that these people sometimes 
do work very long hours. 

Mr. Tetxer. I would like to pursue for just a moment this point 
that you make that you might have to refuse to can certain seafood 
if you approached your 40-hour limit and had to consider that you 
would have to pay overtime rates. Is that your point? 

Mr. Dunron. That is one of the points. Of course, the only objec- 
tion to the overtime is the cost, and the point is this: It could ma- 
terially increase the cost because, after all, labor in the handling of 
seafood is the principal cost. In other words, all of this is handwork 
and the labor cost represents practically the entire cost of the product. 

Mr. Texter. Do you make contracts long in advance for canning? 
How is the rate fixed ? 

Mr. Dunton. Do you mean, do we make contracts for the sale of 
the product ? 

Mr. Trecter. For canning. 

Mr. Dunron. Do you mean for the sale of the canned product or 
for the purchase of the raw material ? 

Mr. Teter. I do not know how my question should be phrased, 
because I am not completely aware of the economics of the industry. 
Does a canning establishment do solely canning, or does it take the 
products for canning and does the company which does the canning 
also sell the canned product ? 

What are the economics of the industry ? 

Mr. Dunton. Ordinarily, the company that does the canning has 
its products sold through food brokers. 

Mr. Teter. But the canned products are its own? 

Mr. Dunton. The canned products are the company’s own prod- 
ucts ; yes. 

Mr. Terier. It does the canning? 

Mr. Dunton. We will use this for an illustration. We will say that 
in the herring industry the fisherman goes out and catches his fish. 
He has stationary nets in the bay. He goes out, and maybe he will 
go for a week and get practically no fish and all of a sudden he will 
load his boat, deckload it, and maybe make 2 trips in 1 day. 

The cannery has operated 2 hours a day for a week and then sud- 
denly they have more fish 1 day than they had the entire week. When 
those fish come in it is hot weather. It is usually in May, June, or 
July. Those fish have to be handled very rapidly to prevent spoil- 
age. 

As they come off the dock they are bought by measure from the 
fisherman. At that point on the dock the canner or processor be- 
comes the owner of the fish. He puts them on the tables and they 
are cut and packed and canned and sealed, and so forth, and then they 
go into his warehouse and they are his property. 

Now, the unfortunate things is that, so far as I know, although 
there may be some in the tuna field, there are none in the industry 
that I am familiar with who are in a position to state what they are 
going to get for their product. The prices are determined by the 
source of supply and by the demand. 

If the canning is in short supply, he may do well. It is general 
up and down the coast that when there is a surplus of the product 
he may find himself in an overcrowded market and must sell according 
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to the demand. Under the ordinary situation he does not have a 
regular outlet to customers. He has to get brokers to obtain sales 
for him, for which he pays a commission, ‘and he is compelled to sell 
on the basis of what he is offered. He is not really even in a posi- 
tion to dicker on the price. That is the position in which he finds 
himself. 

Mr. Teter. Thank you. I have no further questions, Mr. Chair- 
man. 

Mr. Keuiury. Mr. Ayres? 

Mr. Ayres. Are most of your employees permanent in the sense 
that they come back year after year? 

Mr. Dunron. Yes, Mr. Ayres. I would say, certainly on the east 
coast that that is true. Again, I must say th: at I have no knowledge 
of the west coast, but I am rather inclined to say that that is true 
there, also. 

I would say that there might be a slight rotation, maybe, from 
one packing house to another, depending upon members of a family 
who have split up and gone for convenience of transportation or some- 
thing of that sort, but taking it as a whole, I would say we have sub- 
stantially the same employees 7 year after year. 

Mr. Ayres. How many months a year would you say they average 
in working in the fishing industry ? 

Mr. Dunton. Might ‘I give you this as an illustration, which may 
not be typical of the country as a whole, but certainly is typical of 
a good part of the Atlantic coast : 

[ live on the Chesapeake Bay. We are engaged in three types of 
lishing. One we call the pound-net fis hing, which is the food fisl 
that are caught with stationary nets. That is the herring, the 84 
the rock, and so forth. 

Second is the menhaden to which I referred, and finally there is the 
oyster season. Usually, the man working in the pound-net season 
goes with his employer about the first of March. He stays with him 
until the end of May. The first of June that same man will leave 
and go on the menhaden vessels. He will fish on the menhaden vessels 
from the first of June to the last of October. 

He will then come back and either work in the oyster-shucking 
houses, where he shucks the oysters, or he will go on the oyster rocks, 
where he catches the oysters in the middle of October, and he will 
oyster on through Christmas and into February where he again 
finishes the oyster season and comes back to the pound-net season, 
so that they have a year-round employment in three phases. 

Do I make myself clear on that ? 

Mr. Ayres. Do you have many of what would be classified as peak- 
season employees ? 

Mr. Dunton. Not too many. In the oyster season, of course, the 
demand is always higher around Thanksgiving and Christmas. In 
the canning business that is solely determined by the catch, because 
the demand has very little to do with it. You just have to handle 
the catch, whatever the catch may be. The demand for oysters does 
have something to do with it, because you can tell your buyer not to 
get but so many oysters in a day. 

That is something that you cannot tell about fish, because they 
swim in the net on their own valiion and you have them or not. 
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With oysters you can stop when you have as many as you want, but 
fish go into the net at night and you have either a lot or none. 

Mr. Ayres. Would you say that most of the workers would be classi- 
fied as unskilled workers ? 

Mr. Dunton. That would be rather difficult for me to say. If you 
and I attempted to do the work they do, we would feel they were 
highly skilled when it came to the question of shucking oysters or 
cutting fish. 

Mr, Trvuer. Is there a tr aining period required ¢ 

Mr. Dunton. There is no training period. They can go there, and 
in a matter of a very few weeks they become f: Lirly profic ient. There 
is no training period by which the processor sets it up. However, it 
does seem highly skilled compared to what the average man would 
try to do in doing the same thing. 

“Mr. Ayres. Are they mostly uneducated people ? 

Mr. Dunton. I would say yes, or certainly people of moderate 
education. They would be people who would fall in the uneducated 
class. They are not illiterate. They are people who I would say have 
anywhere from eighth-grade education to second- or third-year high 
school. 

Mr. Ayres. Does the industry employ quite a few colored people? 

Mr. Dunron. The menhaden industry employes about 50 or 60 
percent, or maybe a little more than that, of colored people. The 
oyster industry is probably about the same. I would say that maybe 
60. percent are colored, certainly in the area with which I am more 
familiar. I think that is not true, perhaps, on the west coast. 

Mr. Ayres. The reason I asked the question is that I have heard that 
it was a pretty important industry to many of our colored citizens 
on the east coast. 

Mr. Dunton. I live in a county in which the population is about 
55 pereent white and about 45 percent colored. I would say that the 
average income of the colored person there is almost equal to the 
average income of the white. Certainly if you take a few of those 
in the higher bracket out, that is true. We have many colored people 
working on the boats. We have some colored masters on the boats. 

Mr. Ayres. You have never heard the charge that they have them 
out on the high seas on election day ? 

Mr. Dunton. No, sir. I might say that that is one problem we do 
not have in our particular area 

Mr. Ayres. I heard that it was very convenient to take a boatload 
of 300 or 400 on election day, and not get back until the polls closed. 

Mr. Dunvon. es have very little political situation as between 
the races in my area, I am happy to say. 

Mr. Warp. Mr. ( A eiian: may I ask a question ? 

Mr. Ketrny. Yes. 

Mr. Warp. Are not most of the workers in the canning plants in 
the industry women ? 

Mr. Dunton. No. I would say in the canning plants perhaps the 
majority may be women, not a large majority, but a majority. In the 
oyster -shue ‘king houses there are some women. All of the catching of 
oysters is done by men, because that is rather he: ivy work. There is a 
small percentage of women, and there are about as many white women 
engaged in the shucking of oysters as colored women. On the men- 
haden, that is entirely a man’s job and there are no women involved. 
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Mr. Warp. In the group that are using women, are not a large 
number of them seasonal workers in the canning plants? They just 
come out of their homes for that season ? 

Mr. Dunton. I would say that is true. They are people who per- 
haps do domestic work during part of the year and at other times they 
do this work as seasonal work. Most of the time, for instance, durin 
this season, their husbands may be engaged in some other phase of 
the same industry. It is a supplemental proposition for the family 
income. 

Mr. Keuiey. Thank you very much, Mr. Dunton. We appreciate 
your presence here this morning. 

Mr. Dunton. Thank you, sir. 

Mr. Ketiey. The committee will stand adjourned until 1:30 o'clock 
this afternoon. 

(Whereupon, at 10:50 a. m., the subcommittee recessed, to recon- 
vene at 1:30 p. m. the same day.) 


AFTER RECESS 


Mr. Ketter. The subcommittee will please be in order. 
Mr. Early, you may proceed when you are ready. 


STATEMENT OF HERBERT M. EARLY, SOUTHERN RETAIL 
FURNITURE ASSOCIATION 


Mr. Eariy. Gentlemen, I presume you have a copy of the statement 
which we formally submitted. We will not go into a lot of those 
details. 

Mr. Ketiey. Yes; we have. 

Mr. Earty. I think one of the important things that we have tried 
to establish is the fact that somewhere between a 15- and 20-percent 
increase in payroll, insofar as furniture stores are concerned, would 
definitely have an effect of increasing costs, or certainly decreasing 
profit, to the extent where operation of the small or reasonable-sized 
furniture store would no longer be profitable or of interest to anyone 
who might have sufficient money to start one. 

Also, the furniture trade in small stores with which I am familiar 
is not one that can be divided into specific job classifications, such as a 
person who does this and nothing else. In other words, if we utilize 
the truckdriver, he also helps on the truck to deliver the furniture, 
and when he is not busy doing that it is necessary to utilize him as a 
warehouseman or sometimes in arranging or straightening stock on 
the floor or doing most anything we might have. 

We also utilize our sales personnel to a large extent in more than 
one field. 

I was interested in the point that the man made this morning as 
to the fish industry not knowing when they are going to catch the fish. 
We do not know when we are going to catch the customer. 

Mr. Ayres. You do not call the customer a fish, though? 

Mr. Earry. No; but if we knew when they were coming in, instead 
of sitting around and waiting for them, we might be in a better posi- 
tion. I am familiar with the furniture stores in Alexandria. The 
problem has to do with the total problem of increased costs, increased 
labor, development of shopping centers, deterioration of downtown 
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areas with which you are familiar on your urban-renewal program, 
and the fact that it is becoming more and more difficult for a man to 
make a living in the retail business. 

We were told by the American Retail Federation that there is the 
possibility that social-security taxes will increase some 15 to 18 percent 
in the next 10 years. 

Mr. Ketiry. You are just going to summarize your statement ? 

Mr. Earty. Did you want me to read it ? 

Mr. Ketxey. I would prefer that you summarize it rather than 
reading it. 

Mr. Earty. Yes, sir. 

What we have tried to bring out is that this is but one part of a 
number of problems facing retail stores today. Without getting into 
the details percentagewise and the presentation of case histories, we 
would leave it go at that unless you gentlemen have some questions you 
might like to ask about it. 

Mr. Ayres. What is your markup in the retail furniture business? 

Mr. Earty. That depends somewhat on the type of store. For my 
specific type store, we handle some secondhand and some new mer- 
chandion and we would average approximately 80 percent gross mark- 
up. Other stores will operate on something less than that. Other 
stores get considerably more than that. I would say the average would 
be between 80 and 100 percent markup. 

Mr. Ayres. Do you find the chain operations becoming more and 
more competitive to the independent retailer ? 

Mr. Earty. Yes, sir. The large stores and—particularly in this 
area, which we hope is going to be abated somewhat by the bankruptcy 
of four discount houses—the discount houses have made inroads into 
the business as we know it with service and consideration for the 
customer. 

I think that is probably due to overinvestment in plant facilities 
and production by manufacturers which has encouraged that type of 
operation. 

Mr. Ayres. Is that where the discount houses get a break, when 
they can buy from a distressed manufacturer who is overstocked ? 

Mr. FEarty. I think the factories have a way of putting it in the 
distributors’ hands, and it is up to the distributor to get rid of it the 
best he can, and he is not too particular as to what source it goes out 
through. 

Mr. Ayres. Do you have trouble maintaining exclusive franchises 
in your district ? 

Mr. Earty. There are none that I know of in this area. 

Mr. Ayres. Do you get a franchise for certain brand names? 

Mr. Earty. We do not have a franchise for any brand-name ap- 
pliance, but I am certain that I could buy any brand-name appliance 
that I wanted to buy for resale. 

Mr. Ayres. What class of employee in the retail furniture business 
would be difficult to cover under the minimum wage ? 

Mr. Earry. Well, the office force could probably be handled under 
that. The service departments, as we call them, the delivery and sales, 
repair and refinishing, we do not have as much control over as do the 
customers. If a man and his wife both work and will not be home 
until 6 o’clock in the evening, and they have a scratch on the dresser 
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and the refinisher has to go to make the proper repair at the time it 
should be made, he has to. go at the convenience of the customer and 
not at the convenience of the store. The customers have developed 
that feeling that they have spent their money and the man has made 
a profit and he owes them something. We feel obligated to give it to 
them. 

Mr. Ayres. Do you state in your statement the average number of 
hours worked by an employee in the retail-furniture business ? 

Mr. Earty. Yes, sir. We have several specific statements there. 
I think you could conservatively say that most of them would average 
48 hours a week for male employees and approximately 44 hours 
for the female employees, as is indicated in the first history we give 
where male employees work 46 hours and women work 44 hours. 

In case history No. 2, they work 46 and 44; and in case history 3, 
they work 48 and 44 hours. 

Mr. Ayres. I presume that very few of the employees are organized 
by any union. 

Mr. Earty. Not in this area; no,sir. I think there are some activi- 
ties along that line in some places, particularly Durham, N. C., which 
I believe has been through a session of that type of organizing of 
labor. 

Most of these people are perfectly satisfied, and I think that the 
majority of them recognize t the fact when they go into the retail trade 
that their hours are long and that they work on Saturdays. I do not 
know too many of them that do object to that type of thing, in that it 
does give them an opportunity to make a reasonable salary as far as 
furniture stores are concerned. 

We are not merchandising little plastic trucks or rubber balls over 
a counter that an average type person can sell and be replaced 2 hours 
from now and sell just as many, where a customer does not become 
reliant on that particular sales personnel in furnishing a home. 

We have customers come to the store who have had a particular 
sales person, wait on them over a period of 8 or 10 years, and they 
are quite upset if that man is out to lunch for an hour because they 
do not want to do business with anyone else. The man knows what 
they have. They have gone through their financial circumstances. 
They have gone through the home situation and know the type of 
furniture they have. 

It is more of a personal service than it is to wait on a customer and 
hand him something over a counter. 

Mr. Ayres. Do most of the salesmen work on a salary and commis- 
sion arrangement ¢ 

Mr. Earty. I would say so, but in our particular store we work 
on a straight salary. Sinn work strictly on commissions. Some 
work on a reasonable salary and a commission. Some work on salary 
up to a quota and then commission over the quota. 

I would not say that there is a fixed-pay pattern in the retail 
furniture industry at all. I have heard people say that they could 
eliminate their problem by putting everybody on straight commis- 
sion, but I do not believe that is any answer to it, because on the piece- 
work situation in the manufacturing Ee ints there does come a time- 
and-a-half situation after 40 hours, as I understand it. 

I do not see how you could put personnel on a commission basis and 
retain any direction over them and classify them as what you might 
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call independent contractors on their own and then try to obviate the 
effect of the law in that manner. 

Mr. Ayres. Do you have much of a turnover in the personnel in 

vour business ? 
“ Mr. Earty. No, sir. Our biggest turnover is in the office or clerical 
staff with young ladies who have to do with the billing and cashiering 
and things of that kind. They are not as stable as some of the others, 
primar ily because of their age and because they are experienced and 
are generally moving. 

We utilize quite a “number of service personnel, wives, in that par- 
ticular work in this area. They change quite often, but outside of 
that the youngest employee, in years of service, that I have in my 
articular store of 1 3 employees is now about 8 years. 

I think in setting our salary scales, or at least in my partic ular case, 
we take into account the number of hours they are going to work. I 
have truckdrivers whom, because we know they are going to work 
on Saturdays and they are going to work 9 hours a day, we start off 
at $60 a week. 

Mr. Kettey. Is that true of all the other members of your associa- 
tion ? 

Mr. Earty. I do not think it is as far as the association is con- 
cerned. I think that is a big difference. I think it is true in this 
particular area of the stores I know of, and I speak of Barnes & Kimel, 
Michelbach, P. J. Nee, and a number of them. 

You cannot get a responsible driver otherwise, and we think a sale 
is not completely made until it is properly delivered. You cannot 
get somebody to do that for less than $60 a week. 

I would say that in North Carolina and South Carolina, and small 
towns and areas of that kind, a different scale would exist. You could 
get dependable people at $40 or $45 a week with helpers at $30 to $35 a 
week 

Mr. Ayres. Your sales price includes the delivery ? 

Mr. Earry. Yes, sir; and proper repair and proper exchange and 
what we call the oldtime retail business that actually services the 
customer, contrary to the discount house, which throws it over the 
counter and takes the money and from then on you haul it and fix it 
and set it up and do most anything else that has to be done to it. 

We find customers more and more willing to pay for their service 
and wanting the service, and I think the example of that is that there 
are a lot of places that still clean suits for 59 cents, but the majority 
of people have a man come and get them and pay $1.25. If they get 
the proper service, they are willing to pay for it and expect it. 

That service has to be given at the time the customer wants it. We 
will sell all week long from Monday through Friday night, and find 
better than 50 percent of the sales for the first. 5 days in the week call 
for delivery on Saturday when the people are at home. 

There are a great, great number of families where both members of 
the family are employed i in this particular area, as I guess in other 
areas, too, and Saturdays is the only day on which those “deliveries can 
be made, 

Mr. Ayres. What is the highest paying job in your industry ? 

Mr. Earty. Do you mean in the industry, or my particular place of 
business ? 

Mr. Ayres. In the retail end of the business. 
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Mr. Earty. I know store managers working on a salary basis at 
from $18,000 a year up. Of course, there are a lot from that down, 
too, but I know of several that pay as high as $18,000 a year. I would 
say the average salesman would earn from $80 to $200 a week, depend- 
ing on his ¢ ability. 

Collier’s magazine put out an article not long ago that the average 
furniture salary throughout the whole U nited States for salesmen 
was between $70 and $80 a week. 

Mr. Keuiey. That was the ave rage for the United States / 

Mr. Earty. Yes, sir. We pay our men $90 a week, and a 2 percent 
commission on secondhand furniture sales. We handle some second- 
hand trade-in furniture, and try to encourage the sale of that, and 
we put a 2-percent premium on the secondhand merchandise. 

I have 2 boys in my store that are 100 percent salesmen and will 
earn between $5.2 UO and $5.500 a year. Neither of the boys hi as gone 
through high school. Both stopped s short of completing high sc hool. 

There is an opportunity in the retail field for a pe rson without a 


high degree of formal education to, - ap plying hi , les arn and 
creave a better job Opp riun C\ tha 1 he can mM a tad se other fiek Is 


that I know of, and it is also a field + vhere I was surprised to find 
this information, in tryin cr a vet to vether some information for this 
appearance: That a very high percentage of people who have left in- 
dustries of a more physical nature have gone into the retail trades 
because it is not as demanding physically as some other types of werk 
that they might ‘ey been doing. 

You will find a great number of what we call senior citizens in- 
vading that field for employment because it is not as deman ling 
uS are some of the jobs they ha ve been doing. 

Mr. Ketter. What is the lowest paid employee that you have in 
your area / 

Mr. Earzty. In thinking of some 6 or 8 stores of which T have 
knowledge, the lowest I know of is $32 a week for a colored girl who 
dusts furniture. 

Mr. Keviey. That ts just one? 

Mr. Earty. Yes, si 

Mr. Ketxiey. All the others are over $40 a week ? 

Mr. Earny. Yes, sir. 

Mr. Keitiey. You would not be put out of business if the wage and 
hour coverage exemption were removed; would you? 

Mr. Earry. Not on a dollar minimum. We would on the 40 hours, 
I think. I do not think we are as much concerned about the 
minimum as we are by the fact of the hours, and it looks as though 
we are going back 50 years to when stores were open from 7 o’clock 
in the morning until 12 o'clock at night in order to stay in the retail 
business. 

We did get away from that during the period of previous ad- 
ministrations, and wartime, and things of that kind, where people 
had money and the supply of goods was short and you could sell 
all you hi a in reasonable hours and it was possible to telese ope those 
ho rs, 

Now, with the development of regional shopping centers and every 
corner opening with competition, the hours are getting to be a problem 
and I think the buying pattern of the public ‘has ch: inged to where 
more purchases are made familywise rather than individualwise. 
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We have very, very few cases where a wife comes in buying a living 
room set or bedroom set without say ing, “I have to bring my husband 
in.” I have talked with people in the grocery business, and a good 
percentage of their customers now are “husbands and wives coming 
together on a Thursday or Friday night to buy groceries. 

It is not true any more that the wife does the shopping and the hus- 
band does the working. It is a family affair. 

Mr. Ayres. I think most married men agree that that is a good 
trend. 

Mr. Earty. It puts a problem on us of the stores being open when 
they are not working. Sears, Roebuck recently made a statement, 
and I do not know if this is going to set a pattern. The regional 
director for the Sears organization in Phil: adelphia, within the last 30 
days, said that 50 percent of the volume of the Sears, Roebuck chain 
is done between the hours of 7 p. m. and 9 p. m. at night. 

That is a percentage figure that is a httle hard ‘for me to be able 
to understand, but Sears, Roebuck claims to do 50 percent of their 
annual volume between the hours of 7 p.m. and 9 p. m. at night. 

Mr. Ketury. If the exemption were removed, would there be such 
a thing as adding employees on and staggering hours so that your 
actual cost would not be more ? 

Mr. Earuy. That has been a thing that has come into the picture 
within the last 30 days because I do not believe that anybody had any 
idea that those figures would be true as far as retail sales were con- 
cerned. It may have something to do with changing the pattern of 
operation. 

However, we do feel that, if it were done and should the retail trade 
become unionized, as it undoubtedly will, I presume, in the future, we 
do not know how we would operate in the retail trade on split shifts 
any more than they do in the manufacturing and building trades where 
I understand they are all prohibited by contract in the unions. 

Mr. Kettey. Your employees are not organized at all in your area? 

Mr. Earty. No, sir. 

Mr. Kerrey. Are they organized in any of the areas where your 
association is located ? 

Mr. Earty. Notas far as the Southern Retail Furniture Association 
is concerned, except that I understand that there is organizing going 
on now in Durham, N. C., and it is making some headway and progress 
even to the extent, I understand, where recently in one store which was 
operated by a man and his wife, they were both by some means or 
method required to join the union even though they had no employees 
and were the owners of the store. 

Mr. Ayres. How many nights a week do you stay open? 

Mr. Earty. I stay open 2 nights, Thursday and Friday, until 9 
o'clock. The 3 stores in Alexandri: aon King Street, the main street, 
are the only 3 stores out of 28 in the northern Virginia area that are not 
open every night until 9. 

We have been there a lot longer than most of the stores over there. 
Some of our stores have been there 30 years or more, and the pat- 
tern has been set with oldtime employees and people who have been 
there, and they do not change habits quite as fast as the new stores that 
are coming out; but of the 28 stores that are ¢ ompeting in norther Vir- 
ginia, 25 of them are open every night until 9 o’clock. Nine-to-nine 
are standard hours. 
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Mr. Ketter. Would the statement that you quoted from Sears, Roe- 
buck apply to your area? 

Mr. Earty. That statement recently came out. I have not had an 
opportunity to check it so far as a particular area is concerned. As 
far as my particular store is concerned, that would not apply. I know 
that. We have a reasonably brisk business in the morning Oe ee 
10 and 12:30. Then it seems to slow down until probably about 4:3 
or 5 in the afternoon. 

Of course, on Thursday and Friday nights that we are open we do 
a fair volume of business; less on Thursday than on Friday. I would 
say that in the Friday business we do more than half of it after the 
6 o’clock hours, but not anywhere near that for a week or year’s figures, 

There are other considerations as far as actually selling in the furni- 
ture business. Most of the furniture business is done on installment 
sales. You have to also be open during certain periods and hours when 
payments will be coming in, as well as when we might be making sales 
or merchandise going out. 

Mr. Hovr. Your store is not a chain? It is independently owned ? 

Mr. Earty. We are a separate corporation, There is some overlap 
with one other store in Alexandria as far as stock ownership is con- 

cerned, but we operate independently and purchase independently 
complete ly. 

Mr. Hout. How many stores does this Southern Retail Furniture 
Association represent ? 

Mr. Earty. We have 722 actual members. Some of those members 
operate as many as 27 or 28 stores, so that we figure that actually the 
stores represented are approximately 900. 

Mr. Keniry. You operate one store? 

Mr. Ear.ry. One store ; yes, sir. 

Mr. Keititry. How many members did you say operate a number of 
stores ¢ 

Mr. Earty. I would say that out of the group of 730 members, 
probably 30 of those men nbers have more than 1 oper ation. Some of 
them go from as low as 2 operations up to as high as probably 30 
operations. 

In other words, the Haverty furniture chain is a member of our 
association. I think Haverty operates some 35 stores, so that while we 
do have some limited representation of chainstore operators, 90 percent 
at least of our members are independent, single-store operators. 

Mr. Ketiry. You said 1 member operated 35 stores? 

Mr. Earty. Yes, sir. One I know has about 35, 1 has 27, another 
has 12, and there are 15 or 20 that would have from 2 to 5 stores. 

Mr. Kewtiey. Are they operated within 1 State or within more than 
1 State ? 

Mr. Earty. I think the Haverty chain covers some 5 or 6 States 
from Florida to Tennessee, and down in the southern area. The 
others are limited to the three States in which our association oper- 
ates—North Carolina, South Carolina, and Virginia. 

The larger stores, I might say, in fact the chainstores and things 
of that kind, belong to the National Retail Furniture Association 
rather than to our local, or what we call 1 regional, Southern Retail 
Furniture Association. I believe the reason Mr. Haverty still belongs, 
even though he is a chain operator, is that some years back when their 

chain was smaller than it is now, his father was a very active member 
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in the Southern Retail Furniture Association. I think he retains his 
membership through this association rather than mae any great 
interest as far as the regional association is concerned because their 
larger operation is better served by the national association. 

Mr. Ayres. What does it cost to belong to pent organization ¢ 

Mr. Earty. From $35 a year for a store doing under $100,000 to, 
I think, $110 a year, the maximum for that over $1 million, 

Mr. Ayres. How many paid employees does the organization have ? 

Mr. Earuy. We have an executive vice president and two girls in 
the office. 

Mr. Ketixy. Where are the headquarters 

Mr. Farry. High Point, N.C. 

Mr. Ketiey. That is the headquarters of the association ? 

Mr. Earty. Yes, sir. We have office space rented in the Southern 
Exposition Building, which is a large display building for whole- 
salers. 

Mr. Keuttey. I have no further questions. Do you gentlemen have 
questions ¢ ; 

Thank you very much, Mr. Early. Your statement will be incor- 
porated into the record. 

(Mr. Early’s prepared statement follows :) 

SouTHERN RETAIL FURNITURE ASSOCIATION, 
High Point, N. 0. 
Mr. Frep G. HUSSEY, 
Chief Clerk, Committee on Education and Labor, 
House of Representatives, Washington, D.C. 

Dear Mr. Hussey: Thank you for the opportunity of appearing before the 
subcommittee. Enclosed are 50 copies of the prepared statement I would like 
to make. I shall be pleased to answer questions regarding how the application 
of Fair Labor Standards Act provision would effect my particular operation. 


Yours sincerely, 
HERBERT M. PARty. 


EXEMPTION OF RETAILING FROM THE MINIMUM WAGE AND Hour PROVISIONS OF 
THE Fark LABoR STANDARDS AcCT—STATEMENT OF SOUTHERN RETAIL FURNITURE 
ASSOCIATION, PRESENTED BY HERBERT M. EARLY, VIRGINIA VICE PRESIDENT, AND 
CHAIRMAN, NATIONAL AFFAIRS COMMITTEE 


Gentlemen, my name is Herbert M. Early, and I manage a small retail furni- 
ture store on the main business street of Alexandria, Va. Our store does about 
$200,000 volume each year and employs 10 full-time employees and 1 part time. 

I am national affairs committee chairman of the Southern Retail Furniture 
Association with headquarters in High Point, N. C., and with membership mostly 
concentrated in Virginia, North Carolina, and South Carolina. Our association 
has membership of nearly 900 smaller town furniture merchants and is governed 
by a board of directors comprising 33 members: 9 directors from each of the 3 
principal States, a vice president from each State, a president, treasurer, and an 
executive vice president. Our organization is 47 years old. 

During our annual membership conventions, beginning about 1953, each con- 
vention has adopted resolutions opposing the inclusion of retailing under the 
Fair Labor Standards Act of 1949, as amended. At a recent regularly scheduled 
board of directors meeting a formal statement expressing the consensus of these 
resolutions was prepared by our board of directors as reflecting the views of the 
membership. This statement is as follows: 

“Industry, in the race to hold and improve their respective positions in the 
economy of the future, without checking unanimity, repeatedly accede to practi- 
cally every demand for increased labor costs, and just as invariably they have 
notified the public, within the hour, that we the people should happily expect to 
pay the penalty for being at the low end of the economic totem pole. “The ulti- 
mate consumer,’ the source of every final income dollar, must pay the increased 
prices that follow. 
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“This free-for-all playing the American people for ‘consumer suckers’ one 
day will come to an abrupt end. One day a dollar will be examined before it ig 
sept. One day an hour’s labor will be scrutinized before the people will buy it. 
Our whole economic community is to blame for this current situation. Govern- 
ment encourages each step, and the extravagance in spending our tax money is 
but another facet. Weare all to blame—and one day we must stop or our dollar 
will be as worthless as the French franc or the Italian lira. 

“This effort to include retailers within the restrictive and cost-raising mini- 
mum-wage and maximum-hours legislation surely and certainly will increase 
the costs to the customer while at the same time forcing the retailer to curtail 
customer service. These customer services in the form of store hours, complaint 
adjustments, proper installation, and instructions in the use and care of the 
items purchased, credit terms, delivery schedules, repairs and service, and lei- 
surely shopping patterns, are definitely established on a local community level to 
meet the demands of each community. 

“No great number of stores, even in the same community, operate on exactly 
the same pattern. (Due to customer demands.) Therefore, it does not seem 
plausible to try to channel retailing into a national pattern. Those store hours, 
personnel types, and services acceptable or even desirable in metropolitan cities 
do not necessarily conform to local customs or needs in rural, suburban, or other 
types of shopping communities. Therefore, we most emphatically feel that the 
regulation of retailing, if at all necessary, should be on a State level. In our 
opinion, elimination of the retailing exemption will, as previously stated, in- 
crease costs and curtail services. All in a time when costs of living are most 
assuredly of great concern to all of you gentlemen and your colleagues.” 

We acknowledge that certain proposed legislation provides dollar and unit 
limitations, but certain phraseology contained in other proposed legislation 
stipulates “competing with commerce.” This we conclude to mean everyone 
engaged in business for a profit, as we can think of none which is not in some 
manner competitive. However, even if such terminology be omitted, actual 
conditions will exert pressures in the labor market so that small stores will be 
indirectly forced to accept the pay and hour schedules of the large stores so 
covered. There are two alternatives to this, both undesirable. First, small 
stores will find it necessary to use reject or incompetent employees. Second, 
the small stores can rely on inexperienced employees and train them. Thus the 
small store becomes a training school for the large store, or is again forced into 
acceptance of the legislated hour and pay schedules of the large store. There- 
fore, all exemption limitations melt away. 

As is now being demonstrated, time-honored exemptions are being adminis- 
tratively narrowed or energetically pressured toward removal—and we feel 
that any invasion into the now-exempt segments of our economy is but a step 
toward eventual total inclusion. The small telephone exchanges, whose size 
limits were clearly defined, are now facing loss of their small-business defini- 
tion. This is but one example of the progressive lowering or removing of arbi- 
trarily determined limitations. This would undoubtedly occur in the retail and 
service organizations as time passed. 

Certain information we believe would be of interest to you gentlemen is here- 
with submitted from actual facts as given us by fellow retailers: 


ACTUAL CASE HISTORIES—-WHAT THE MINIMUM-WAGE LAW WILL DO 


(Here are actual stores, members of the Southern Retail Furniture Associa- 
tion.) 


Case history No. J 

Store volume $400,000 plus. They work 18 employees. Male employees work 
46 hours a week; women 44 hours. One “marginal” employee (male) also 
works 44 hours for a low wage. (He and 1 other employee earn less than $40 
a week.) Inside salesmen get nominal salary and commission on sales. Store 
has no outside men. 

If this store were suddenly placed under the minimum-wage law, men em- 
ployees would have to be paid time and a half for 6 hours per week, women for 
4 hours; this would increase their payroll 23.55 percent. In terms of per- 
centage of sales the law would increase payroll costs an additional 3.06 per- 
cent, nearly half of the net profit this store earned after taxes in 1956. 

The store manager’s salary is exempt from the law. Some pay schedules 
could be reworked (i. e., commission salesmen), but this store would probably 
have to settle for about a 20 percent increase in payroll cost. 
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Case history No. 2 


Store volume $200,000 plus. They work 13 employees—9 men, 3 white wo- 
men, and 1 colored maid. As above, the men work 46 hours a week, women 44. 
Of the 13 people, 5 of them earn less than $40 a week. Boosting salaries to the 
Federal minimum and paying overtime for over 40 hours would jump payroll 
cost in this store 31.8 percent. By resetting salary base for salesmen, store 
might come out with about 25 percent increase. 

Without such adjustments the payroll increase will equal 5.29 percent of 
sales. This is not considering additional administrative costs, filing reports, 
keeping books, and working with wage-and-hour inspectors. 


Case history No. 8 


Store volume $600,000 plus. They work 23 employees. Male employees work 
48 hours a week; women work 44. Inside salesmen get substantial salary and 
small commission over quotas. Store has no outside men. 

If this store were to have been under Fair Labor Standards Act during 1956, 
payroll would have had a direct increase of 16.8 percent. In addition, work- 
man’s compensation, social security, and unemployment insurance would have 
increased proportionately. This particular store would have had a decrease in 
net profits of 3.6 percent before taxes. The difference between 11.7 and 8.1 
percent. Above figures do not account for commissions. 


Case history No. 4 


Store volume $200,000. They work 10 full-time and 1 part-time employees. 
Male employees work 48 hours a week; women work 44. Salesmen get substan- 
tial salary and small commission on secondhand merchandise sales. Store has 
no outside men. 

If this store were to have been Fair Labor Standards Act during 1956, payrolls 
would have been directly increased 21,03 percent. This does not take into 
account indirect increases in costs nor does it take into account commissions. 
Nor does it project the increased cost and time involved in calculations. This 
store’s net profit would have been reduced by $8,216.42, leaving a net profit before 


taxes of $1,442.05 instead of $9,658.47. Gentlemen, you would also lose a great 
amount of income tax. 


Case history No. 5 


Store doing $400,000 plus volume. This store has ascertained how each con- 
sumer dollar is disposed of: 


Cost of merchandise___________ $0.57 Store supplies__............____ $0. 01 
Oe ee 22 6©—Depreciaiietiaci soos kc .01 
OO. cnscscialeteendinmsiiiiaaints coe, GE - I eteetesatiianttindeeetcaie . 005 
OIE medina tendon gel . 03 —_—— 
Rat ied. . 04 I dail ciliiciecerlih dies . 965 
PE Cie lind semtonttbnowe .08 Retained as profit (percent)... . 035 
ae nee - 01 


This storeowner comments as follows: 

“It should be definitely pointed out that the retailer has already absorbed 
many additional costs, such as freight, utility taxes, parcel post, etc. Thus it 
can easily be shown that for the past 10 years furniture retailing profit margin 
has been reduced from average of 8.9 percent in 1947 to less than 2 percent in 
1956; and it can be argued that this increased cost is a stimulant to inflation, 
because prices will of necessity rise nearly 8 percent.” 

We feel that these examples honestly reflect the position that the retailer 
would be placed in should his exemption from maximum hours and minimum 
wages be removed. 

Further it is, I believe, our collective thinking that a certain number of 
employees would be dismissed and that certain persons having earned a seeure 
and well-rewarding position as a “career” retailer would have to be replaced with 
self-service or at least lesser paid personnel. I know of at least 2 furniture 
stores who are contemplating self-service departments in order to reduce per- 
sonnel, to the exent of 11 persons. I am sure that unfavorable action by your 
committee would hasten a great many others. 

In the struggle between “downtown” and “suburban shopping centers,” hours 
are a most important factor. Increasing store hours, by reason of customer 
demand, causes great concern and problems such as split shifts, partial force, 
in-the-home selling, and outside contacts. This does create confusion in regard 
to hours worked and commissions earned. Under the Fair Labor Standards Act 
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this would require many compensation calculations. Even intentionally honest 
small retailers could not cope with necessary records accurately. Also, com- 
mission employees might withhold sales until after the 40-hour maximum had 
elapsed in order to gain commission compensation at the overtime rates. 

I have, also, by reason of my interest in this matter, been serving on the legis- 
lative committee of our Alexandria Retail Merchants Association, now 50 years 
old, and have authority to register opposition to the elimination of the retailing 
exemption, as it now exists, for our membership of about 125 main-street small- 
town merchants. 

Several cases of increased costs and hardships are shown below: 


ACTUAL CASE HISTORIES—WHAT THE MINIMUM WAGE WILL DO 


(Here are actual stores, members of the Alexandria Retail Merchants Associa- 
tion.) 

Case history No. 1 

Small men’s furnishings store, owner operated with one employee. Store 
hours, 49. 

Store owner’s statement: “I am one of many who employ a person on social 
security who cannot legally receive more than $100 per month from gainful em- 
ployment. My present scale of $1,200 per year would increase to $2,560. This 
employee now satisfied at being occupied would have to be released, and my very 
small business not now able to absorb additional costs of another employee would 
have to substantially raise prices or go out of business,” 

Case history No. 2 

Men’s wear store now in existence over 90 days. Employs one full-time sales- 
man at $70 per week. Hours worked average about 50 per week. This calculates 
to about $1.40 per hour. On this basis, potential costs would increase at least 
$7 per week or $364 per year, with a probable extra $100 to $150 for window 
dressing and longer Christmas selling hours. 

Case history No. 8 

Small shoestore on King Street doing limited volume in highly competitive 
area boasting about 15 shoestores. Payroll for 1956 with 2 full-time and 2 part- 
time employees was $11,579. This would increase under the FLSA to $12,911.68, 
or $1,332.68. Extra hours for trimming window, and also extended hours for 
Christmas selling season, would add about $400 more to this. This would re- 
quire an additional volume of $8,000 or necessitate increase in prices, or probably 
force this store out of business. 

Gentlemen, I thank you for this opportunity to appear before you 
and try to establish the almost utterly discouraging picture now 
facing the smaller merchants of America. Business failures are on 
the upgrade, profit margins are on the down scale, freight rates are 
on the upgrade, expenses are on the upgrade, local taxes are on the 
upgrade, social security is on the upgrade to a possible total 15 per- 
cent, money is tight, plant capacity is almost too large and getting 
bigger, cost of merchandise increases almost automatically, collections 
are becoming more difficult, consumer resistance to high prices is 
increasing. All this has added to the small retailer’s burden to such 
an extent that his attitude has become one of almost defeatism. Surely, 
optimism in this area would be much more desirable. 

My own experience and relationships have been limited to what 
you would probably term “very small” business, and I will be happy 
to answer any questions I can with this limitation in mind. Thank 
you. 

Mr. Earuy. We appreciate your having us appear, sir. We hope 
we got some of our information across. I am not a professional at 
this. 

Mr. Keiitey. We appreciate your coming. We are sorry we had to 
hold you over to this afternoon. 
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i fectly allright, sir. — 
Mn aoa Tie ceunites will stand adjourned until 10 o’clock 


eiWkarengen, of 9: 05 p. m. the subcommittee adjourned, to recon- 
, 


vene at 10 a.m. Wednesday, June 19, 1957.) 
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WEDNESDAY, JUNE 19, 1957 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON Lanor STANDARDS 
OF THE COMMITTEE ON EpucaTION AND LABOR, 
Washington, D. C. 


The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
429, Old House Office Building, the Honorable Augustine B. Kelley 
(chairman of the subcommittee) presiding. 

Present: Representatives Kelley (presiding), Landrum, and Ayres. 

Staff members present: Kennedy W. Ward, assistant general coun- 
sel; and A. Regis Kelley, clerk. 

Mr. Ketiey. The subcommittee will please come to order. The 
Chair recognizes the clerk for the insertion of material into the record. 

Mr. A. Reeis Kettey. Mr. Chairman, the subcommittee has received 
additional statements and letters. 

Mr. Keittey. How many did you say you had? 

Mr. A. Reots Kettey. We have about 4 or 5 here. One is from 
Renato E. Ricciuti, commissioner of labor of the State of Connecticut. 
He submits a letter and statement; a letter and a statement of Clarence 
Mitchell, of the National Association for the Advancement of Colored 
People; a letter from Joe W. Thompson, from Iuka, Miss.; a state- 
ment by Mrs. T. O. Wedel, president, United Church Women; and a 
statement of the United Electrical, Radio and Machine Workers of 
America, 

Mr. Ketxiey. Without objection, they will be included in the record. 

(The documents referred to are printed in the appendix of this 
hearing.) 

Mr. Ketiry. Mr. Young, will you take the witness chair? 


STATEMENT OF J. BANKS YOUNG, WASHINGTON REPRESENTATIVE 
OF THE NATIONAL COTTON COUNCIL OF AMERICA; ACCOMPANIED 
BY G. STEWART BOSWELL, ASSISTANT TO WASHINGTON REPRE- 
SENTATIVE, NATIONAL COTTON COUNCIL OF AMERICA 


Mr. Youne. Mr. Chairman, I would like Mr. Boswell of our office 
to join me here. 

My name is J. Banks Young. I am Washington representative of 
the National Cotton Council of America which has its headquarters 
in Memphis, Tenn. The Cotton Council is the overall organization 
of the raw-cotton industry, representing cotton producers, cotton 
ginners, cotton warehousemen, cotton merchants, cottonseed crushers, 
and cotton spinners, 
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At the last annual meeting on January 29, 1957, the voting delegates 
of the council unanimously approved the following resolution : 

That the council reaffirm its opposition * * * to any extension of coverage 
under the present Fair Labor Standards Act; and 

That attempts to secure a realistic definition of “area of production” that will 
conform to the original intent of Congress and allow exemptions to processors 
and handlers of cotton located in the cotton-producing areas of the country be 
continued, and * * * 

Mr. Chairman, in June 1955, representatives of the raw-cotton 
industry presented their views to this committee when it was consid- 
ering an increase in the minimum hourly rate and extending coverage 
under the Fair Labor Standards Act. I believe that was the full 
committee. 

We respectfully refer the committee to these statements which are 
in justification of our position. 

sriefly, our testimony today will bring up to date our previous 
testimony on two points as follows: First, the relationship of agri- 
culture to the general economy ; and second, the effect that some of the 
bills before this committee would have upon agriculture in general 
and cotton farmers in particular. 

The Nation’s economy is generally prosperous. Disposable personal 
income for the first quarter of 1957 was up $8.8 billion over the 1956 
level. Preliminary estimates show that average hourly earnings of 
factory workers were at a peak level of $2.06 in May. Business invest- 
ment in new plant and equipment reached a record annual rate of 
$36.9 billion in the first quarter of this year—12 percent above last year. 

In agriculture we find the opposite situation. Though farmers’ 
net income in 1956 was 4 percent above 1955, it was up for the first 
time since 1951. But a comparison of agriculture’s position now with 
that which it held in 1949 reveals that costs are up 17 percent, produc- 
tivity up an estimated 31 percent, but net income is down 14 percent, 
and overall hourly earnings in agriculture are down 10 percent. Over- 
all hourly earnings in agriculture in 1956 were only 70.3 cents. Of 
this, the return to the farm operator and his family, including the 
return for management, was 66 cents per hour, while the average rate 
paid hired farmworkers without room and board was 86 cents per 
hour. Attached as appendix A is a table taken from the report of 
the Secretary of Agriculture to the Congress (S. Doc. No. 18) which 
compares average hourly earnings in agriculture with other selected 
industries from 1929 through 1956. It shows for 1956 that the average 
hourly earnings in manufacturing were $1.98 an hour as compared to 
70.3 cents an hour for agriculture. This committee and the Congress 
must keep in mind the disparity now existing in the economic status 
of labor and agriculture when considering changes in the Fair Labor 
Standards Act and the effects of such changes on agriculture. 

Some of the bills before this committee would eliminate the mini- 
mum wage and maximum hour exemption for farm labor by using as a 
criterion the number of man-days of hired farm labor employed by 
the farm operator. In addition, the “first processing” me “area of 
production” exemptions would be stricken from the law. 

To apply the minimum wage to a cotton farmer because he uses 
400 man-days of hired farm labor in a particular quarter would 
bring under the coverage of the act many cotton farmers who are 
already caught in a cost-price squeeze. On many cotton farms which 
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require more than 400 man-days of harvest labor between October 1 
and January 1, the net income is already very low. 

In some parts of the Cotton Belt there is virtually no mechaniza- 
tion. Approximately 180 hours of man labor go into the production 
of a bale of cotton on a farm with “man and mule” operation. Just 
to handpick a bale of cotton takes about 8 days. Any farmer in this 
category, producing about 75 or more bales of cotton of which 50 
bales were picked from October 1 to January 1, in the last quarter of 
the year, would lose his exemption. ‘Therefore, his labor costs alone 
for the following year would be at least $180 a bale. Thus, his labor 
costs exceed what the farmer receives for a bale of cotton, just his 
labor costs alone. 

It is obvious that such a farmer cannot pay the $1 an hour wage. 
If he lost his exemption he would have to quit growing cotton or 
mechanize. In either case many workers would lose their jobs. 

We strongly urge this committee not to extend the provisions of the 
act in any respect to farmers. 

These bills would also eliminate the exemption for first processors 
of agricultural commodities and the “area of production” exemption. 
Let us point out that the cotton ginners and cotton warehousemen per- 
form services for the farmer. None of them buy cotton. It is ob- 
vious, therefore, that any increases in the costs to a ginner or a ware- 
houseman will be passed on and paid for by the farmer. Farmers are 
the lowest paid group in our economy. They should not be expected 
to reduce their earnings more by paying these additional charges. 

Instead of eliminating these exemptions we urge this committee to 
approve an amendment to the Fair Labor Standards Act which would 
put into effect the exemptions for first processing and handling of 
agricultural commodities as was intended by Congress. 

Let me illustrate how the Secretary of Labor has all but nullified 
completely the area of production exemption. Under the law, cotton 
gins and warehouses located in the area of cotton production are 
exempt from the minimum wage and overtime provision of the act. 
But the definition of what constitutes the area of production is left 
to the Labor Department. Under the present definition a cotton gin 
located directly in the middle of a 1,000-acre field of cotton is not in 
the area of production if it is within 1 mile of a town with a popula- 
tion of more than 2,500, or within 3 miles of a city of over 50,000. It 
makes no difference that this might be the largest cotton-producing 
county in the United States. If there were no population concentra- 
tions such as these, the gin would still be outside the area of produc- 
tion if 5 percent of the cotton ginned in 1 month came from farms 
more than 10 miles distant. Certainly anyone would agree that a gin 
situated as described is in the area where cotton is grown. For ware- 
houses, the Labor Department’s definition is the same as for gins ex- 
cept that the mileage is 20 instead of 10. This is completely unreal- 
istic. Cotton warehouses which are located right in the Cotton Belt 
and which handle over 90 percent of the crop are not considered as 
being in the area of cotton production under the Labor Department’s 
definition. 

We recommend that the committee approve a reasonable definition 
of “area of production” to be written into the Fair Labor Standards 
Act. This could be accomplished under a provision of S. 1418, intro- 
duced in the Senate by Senator John C. Stennis, of Mississippi, which 
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we support. In addition, this bill would define agriculture and clear 
up exemptions for first processors of agricultural commodities, to give 
effect to the intent of Congress in adopting these exemptions. 

In considering the bills before this committee let us request the 
committee to consider the following points: 

(a) Any extension of the minimum wage or maximum hour pro- 
visions of the present law, will of necessity have an impact upon the 
farmer. Like other employers, farmers must compete for their labor 
with other businesses in the area in which they operate. An increase 
in the wages required by law to be paid by other businesses in their 
area as a result of extending coverage under the act would mean that 
the farmer would have to increase his wage level, thus further reduc- 
ing his earnings. 

‘urthermore, extending the minimum wage to other business enter- 
prises would reflect in the prices of goods farmers purchase, further 
tightening the cost-price squeeze in which farmers are now caught. 

(6) Considering cotton, an increase in the labor costs of a farmer 
could not be passed on in the price of cotton. Individual farmers 
cannot raise or lower their prices. Cotton is produced under condi- 
tions of pure competition. Cotton farmers are too numerous for 
their individual decision or action to have any effect upon the price 
received. 

In summing up, let me urge this committee to approve the needed 
changes in agricultural exemptions as embodied in S. 1418 and not to 
extend the coverage under the act. We appreciate the opportunity of 
presenting our views before this committee. 

Thank you, Mr. Chairman. 

Mr. Ketiey, What would you suggest as a definition for the area 
of production ? 

Mr. Youne. We think it reasonable, Mr. Chairman, that area of 
production be so defined that it include any county in which a crop is 
grown commercially. We think it makes no sense to rule out a cotton 
gin, as I described, just because it happens to be within 3 miles of, say, 
Lubbock, Tex., which is a city of over 50,000. If cotton is grown in 
commercial quantities in the country, then it is an area in which 
cotton is produced. I gave an example of the warehouses which han- 
dle 90 percent of the cotton and are located in the Cotton Belt as not 
being considered in the area of production because they are either in a 
town which does not meet the population test or they get over 5 per- 
cent of the cotton from as far away as 20 miles. The mileage test 
seems completely unrealistic to us. 

Mr. Keiiey. You mentioned mechanization. 

Mr. Youne. Yes, sir. 

Mr. Ketter. Would it be too great a difficulty for the cotton- 
growers to mechanize / 

Mr. Youne. That depends on the area and the topography of the 
land. The flat areas of the West, the delta and the coastal east coast 
area are adapted to full mechanization. At present there are no 
machines that will harvest cotton mechanically that are well adapted 
to the sloping terraced fields of the Piedmont area in Georgia and 
— Carolina, for example, or the hill areas of Mississippi and so 
forth. 

Mr. Ketiey. They could not use it at all, 
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Mr. Young. I would not say that you could not pick some cotton 
with the present cottonpickers but they are too big for the short rows. 
The fields are not regularly shaped, the rows are not long. A lot of 
cotton would be destroyed in turning the machines around. Gener- 
ally speaking, too, the farms are small, too small to justify the large 
expense of the present machines. I think a 2-row machine costs 
something in the neighborhood of $8,000 to $9,000. 

Mr. Keizer. That is the price of one machine? 

Mr. Youne. Yes, sir. The price of the 1-row machine is around 
$5,000 to $6,000. They replace about 50 or 60 men with 1 cotton- 
picking machine. 

The point we were making was that to force wages of those em- 
ployed in cotton production up is either going to force mechanization 
which means that the people in large numbers will lose their jobs or 
else it means that the farmer has to go out of business because he 
simply cannot pay a dollar an hour and grow cotton with hand labor. 

Mr. Ketter. Is there much mechanization in the flat country ? 

Mr. Young. Yes; in the Arizona and California areas there is 
substantial mechanization. I think about one-fourth or one-third of 
the cotton crops are harvested mechanically in the West. 

Mr. Ketirey. How about in the East? 

Mr. Young. In the Mississippi River Valley area, the delta area, 
and in the coastal areas there is some mechanization. It has not pro- 
gressed quite so far as in Arizona and California. 

Mr. Kevitey. Where they have mechanization do the cotton farmers 
themselves own the machine or does some contractor own the machine 
and do the work on a paid basis? 

Mr. Youne. They would own all machines in almost all cases. The 
only time there would be any contract work would be in the case of 
cotton picking. Some farmers who have their cotton picked mechani- 
cally do not have a large enough operation to own their machines but, 
with the exception of some very heavy equipment for leveling or for 
subsoiling, most of the machinery is owned by the farmers in the 
West. 

Mr. Keiiry. Your worst problem, then, is your area of production, 
as I understand it. 

Mr. Younea. That is a big part of it. That plus the fact that we 
could not stand an extension of coverage to farm labor or to any other 
groups with whom farmers would have to compete for labor. If you 
extended coverage generally in the area where cotton is grown to 
those not now covered other than farmers, that in itself would raise 
the wages on cotton farms because farmers would have to compete 
to get labor. As I indicated, farmers’ net income is already down. 
Individual farmers cannot absorb labor costs through price increases. 
Our biggest competitor, rayon, already has a 7.11, cents per pound 
price advantage over cotton. 

Mr. Ketuiry. Mr. Ayres. 

Mr. Ayres. I have no questions. 

Mr. Ketiey. Thank you very much, Mr. Young. 

Mr. Youne. Thank you very much, Mr. Chairman. 

Mr. Ketter. Dr. Lewis W. Jones. 
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STATEMENT OF LEWIS W. JONES, DIRECTOR OF RESEARCH, RURAL 
LIFE COUNCIL, TUSKEGEE INSTITUTE, ALA. 


Mr. Jonzs. I am, as you know, Lewis Jones, from Tuskegee Insti- 
tute, research director for the Tuskegee Institute Rural Life Council, 
and I am appearing here on behalf of the National Sharecropper 
Fund. 

It is my privilege to submit for the record of hearings before the 
Subcommittee on Labor Standards of the Committee on Education 
and Labor, United States House of Representatives, certain informa- 
tion on earned wages and levels of living of hired workers in southern 
agriculture which urgently supports proposals to extend coverage 
of minimum wage protection provided for in H. R. 4575, a bill to 
amend the Fair Labor Standards Act of 1988. 

For 25 years I have worked as a rural sociologist, studying and 
interpreting developments in agriculture in the South and the influ- 
ence of these developments on farm people. Information gathered 
in my studies has been useful to agencies concerned with action pro- 
grams to improve the economic well-being and social welfare of the 
people of the South. 

uskegee Institute has shown an active concern for the well-being 
of farm people in the South for 75 years. In the 1880’s and 1890's, 
Booker T. Washington and George Washington Carver moved about 
the region seeking to advance a program for the improvement of liv- 
ing standards of rural communities. Before there was a Cooperative 
Extension Service, Tuskegee Institute sent forth its “movable school” 
in the “Jessup wagon” to teach and demonstrate improved methods for 
farm people. Among the very first farm agents employed there was a 
Tuskegee graduate, Thomas M. Campbill. From Tuskegee Institute 
men have gone to Indonesia, the Philippines, India, and Africa where 
they now serve the United States Government as technical personnel 
in the program of economic aid to underdeveloped areas. 

At home we have continuously sought the facts, however harsh 
they sometimes have been, and we disseminate them to all who will 
heed and may help. 

THE SOUTH’S PAY SCALE 


This committee needs no statistics in addition to those that Govern- 
ment agencies have provided it in abundance, I am sure, but I need a 
few to serve as pegs on which to hang my subsequent observations. 

According to the 1954 census of agriculture, 50 percent of the hired 
workers in American agriculture were employed on Southern farms. 
Only 19 percent of hired workers on Southern farms were classified 
as “regular” workers—those who were employed 150 days or more. 
The other 81 percent were seasonal workers—those who were employed 
less than 150 days. 

The conditions of employment are suggested in the basis of wage 
payment. Less than 12 percent of the hired workers on southern 
farms were paid on a monthly or weekly basis. The remaining 88 
percent were paid on the following bases: On a daily basis, 28 per- 
cent; on an hourly basis, 13 percent; piecework, 47 percent. __ 

And I might explain that piecework is cotton picking, bean picking, 
and vonitdile ahesing generally where they are paid on what they 
produce during the day rather than on a time basis. 
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What were workers paid? Forty-five percent of the monthly work- 
ers were paid less than $110 per month. Fifty-three percent of the 
weekly workers were paid less than $30 per week. Sixty percent of 
the daily workers were paid less than $5 per day. Eighty-three per- 
cent of the hourly workers were paid less than 85 cents per hour. 

On what size farm oprrehee are they employed? Fifty-nine per- 
cent of the farms in the United States employing between 5 and 9 
hired workers were in the South. Fifty-six percent of the farms em- 

loying 10 or more hired workers were in the South. 

What were the wages in the spring of 1957? In Macon County, 
Ala., the county in which Tuskegee Institute is located, tractors drivers, 
the new worker elite, were paid $5 per day or 6214 cents an hour. Cot- 
ton choppers were paid $2 and $2.50 per day or 25 and 31 cents per 
hour. 

In Lowndes County, Ga., where farming is more diversified, jobs 
and wages were: Tractor drivers, 75 cents per hour; cotton choppers, 
50 cents per hour; tobacco workers, depending upon their job, 3714 
and 6214 cents. 

In Clinton, La., hourly wage rates were: Tractor drivers, 6214 
cents; cotton choppers, 25 cents. 

In Coahoma County, Miss., a rich delta county: Tractor drivers, 
8714 cents; cotton choppers, 3714 cents. 


UNDEREMPLOYMENT 


According to the 1954 census of agriculture, 514 percent of the 
hired workers on southern farms were paid on a monthly basis and 
6 percent on a weekly basis. If we may assume that these are year- 
round employees, less than 12 percent of hired farm workers in the 
South are fully employed. 

One of our students at Tuskegee Institute has just written a master’s 
thesis on agricultural workers in Washington County, Miss. Sixty- 
four percent of the workers were employed 2 or 3 months and 29 per- 
cent for 4 or 5 months. Mechanization of some processes in crop cul- 
ture has reduced the number of workers required for most of the 
year. The great demand for workers is at peak seasons of hand culti- 
vation and harvesting of crops that do not lend themselves to machine 
handling. 

Underemployment of hired workers makes the small wages paid 
them while employed more distressing. Underemployment in cotton 
production is not new; it was a serious problem when the old tenancy 
system obtained. I remember an interview with the late Oscar John- 
ston, president of the Delta & Pine Lands Co., largest staple cotton 
plantation in the world, in which he argued convincingly that a man 
cannot earn enough in 160 days to provide his needs for 365 days. 
At the time I talked with him, Mr. Johnston was trying to develop 
a full employment program for his tenants. 

For hired workers who average 120 days work the problem is more 
severe when they wages while they work are 25, 35, or even 60 cents 
per hour. 

SEASONAL WORKERS 


A great deal of attention is being given to migratory workers but 
little to seasonale workers, whose employment does not require a 
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change of residence. In the cotton region these workers are employed 
for cotton chopping in the spring and picking in the autumn. They 
commuite daily to and from farms near to their homes. 

In the past two decades farm operators have come to depend greatly 
on seasonal labor, either local or migratory. The relationship be- 
tween the farm operator and labor hired for periods of peak Tabs 
demand is purely an economic one. The old paternalism that charac- 
terized tenant husbandry on the plantation no longer exists. The 
omen of its extinction was the mule plowing up cotton plants in the 
summer of 1933. Few seasonal workers enjoy the perquisites the 
farm tenant enjoyed. Shelter, water, and fuel must be paid for out 
of wages. The farm wage worker must assume responsibility for his 
own emergencies, illness, and bereavement. 

Villages, towns, and small cities have had their populations in- 
creased by tenants displaced from farms through mechanization or 
new land-use patterns. A member or two of the family have “town” 
jobs but the minimum of comfort in living depends upon seasonal 
employment on the farms nearby. 

A businessman friend in a small Southern town described the situa- 
tion graphically forme. To quote him: 

My wife is really burned up today. The cook took off this morning to the 
cotton field. I can’t blame her. I don’t pay her but $4 a week. She can pick 
four and five hundred pounds of cotton a day, make herself $12 or $15. When 


the cotton’s picked she can come back and work for us for $4 a week. Every 
year my wife declared that she won’t take her back but she always does. 


REGULAR WORKERS 


Fully employed workers on Southern farms now are those who have 
some ae skill. Efficient machine operators are prized at a modal 
wage of $5 per day. In the Mississippi Delta those who can do me- 
chanical maintenance receive as high as $10 per day, but these are 
rare. 

I visited a farm and watched the manipulation of a mechanical 
cotton harvester. As we watched and commented on the skillful 
maneuvering of the machine, the employer commented to me, “That 
boy’s got to be smart ; he’s settin’ on $8,000 of my money.” 

With a farm agent I visited a large Alabama farm and observed 
a tractor driver plowing with a six-row gang plow. The farm agent 
said to the employer, “That fellow’s an artist. No joke about it, he’s 
just good.” The employer said that he was just a boy that grew up on 
the place and learned what he knew there. As we came away the 
farm agent commented, “If that fellow knew anything he could go 
somewhere and make $25 a day instead of the $5 he’s getting.” __ 

The tractor driver is hard put to provide for a family on the wage 
he receives. The wife of a tractor driver explained to me the family 
problem. To quote her: 

I went to the boss man and asked him to give my children some work. He 
say he don’t need ’em; send ’em to school. I tell him I ain’t got no school clothes 
for’em. He say, “Make a list of what you need and give it to me.” I made the 
list and he went to town and got the things and come by and given ’em to me. 
He say, “I’ll deduct a dollar a week from your wages ’til they paid for.” 

When you got a lot a children now it’s hard. You know it used to be when 


you had under growth like I got they could make a little money to help theyself, 
but now the man got to tote all the load. 


Toting the load on $5 a day is no careless responsibility. 
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STANDARDS OF LIVING 


I have not had the opportunity to study the expenditure patterns 
of hired farm workers but a study we made of low-income farm 
families recently, both white and Negro, and their comparison with 
higher income farm families gave the following results. 





[Percent] 
" eine iil de S$ beastie cdaS 
Low income | Higher in- 
come 
All expenditures... ........-. ‘ bitin ahbggeq ae <biphheeiptacden ances rr 100 100 
Debts - paaenniee tes 24~tqp de lewgapeeeaiaas aetna 5 11 
ns SURUIOUIING bobo oe dk debi dn nn ddbdsedsepombndasansenin dbgs | 4 23 
91 66 





ry CCD... nnndaresnn> —54egeseidbestgniinetbce alegebhesrtpeneas --| 





Breakdown of expenditures for family maintenance showed the 
following: 











[Percent] 
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The bare necessities, with no regard for the quality of the satisfac- 
tion of these, consumed 90 percent of the earnings of these low-income 
families. 

Community economy : Underemployed, poorly paid people certainly 
may not be regarded as assets to the community economy however 
happy an unfair exchange of work and wages may make a few 
employers. 

One of our recent studies of the southern Appalachians showed 39 

ercent of the counties in the region to have a farm family level-of- 
living index below 66, and 84 percent to have an index below 100, 
when the national average is 122. 

It appears from unstructured observation that potential economic 
trouble spots that surely will have social implications are the villages 
and towns of the South which are the source of local seasonal labor. 
Families and workers who have been eliminated from the farms and 
have not migrated to industrial centers are being crowded into these 
places where there is no economic opportunity. They are a conven- 
ience to the farm operator who has need of them in season but they 
are from a blessing to the communities in which they live out of 
season. 

A regulatory measure such as this bill is essential to the common 
welfare and justifies whatever inconvenience it may impose on those 
whose cooperation is essential to its implementation. 

Thank you, sir. : . 

Mr. Keuury. It has been suggested that one major relief for the 
employer if the wage coverage were extended to the cotton farm 
employees would be mechanization. I am reminded that in the coal 
fields some years ago the average yearly working days were about 180 
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or less and that that meant that many of these miners were living on an 
undernourished program. That was generally understood at that time 
from many studies and by those who were familiar. When unioniza- 
tion took place the United Mine Workers’ officials aided and abetted 
the introduction of machines so that today there are just about half 
us many employed in the coal mining industry in the United States 
as there were 15 years ago but those men that were put out of employ- 
ment accepted that and found employment elsewhere. The men who 
remained in the industry have wages now of $20 or $25 a day because 
they are operating machines. Do you think that the same thing could 
apply here ¢ 

Mr. Jonzs. I believe that it could apply there, Mr. Kelley. The fact 
is that there are these marginal cotton farms which cannot mechanize 
because of the terrain or size and such factors as that, but which are 
not essential to the production of the fiber anyway. Of course, various 
subsidies and the low wages that they are able to pay allow them to 
stay in business, but the larger farms that can use machines and can 
produce cotton on a mechanized basis would be better for the whole 
area than to continue to sustain the smaller farms that cannot 
mechanize. 

Of course, under the provisions of this bill only those that employ 
more than six workers, I believe, are those that are considered, but, 
in the Mississippi Delta, I think of Coahoma County where some 
very large plantations are located. I think the last time I visited there 
on the Hobson Plantation they had 14 cottonpickers in operation. 
Those large industrial farms of that sort can mechanize and pay 
much better wages and have a higher standard of living for the 
people who are employed. 

You have these people crowded into these small towns as a reservoir 
of seasonal work and their condition is a pretty deplorable condition. 

Mr. Ketiry. I do not know whether it is proper to make the com- 
parison between the coal-mining industry and the cotton-producing 
industry, but it seems to me that there is some similarity. Many of 
those smaller mines went out of business or were taken over by the 
larger businesses. Those that are in business today were those that 
were able to mechanize. It has proved a good thing for the owners 
and the employees in the industry. 

Mr. Ayres. Will the chairman yield? 

Mr. Kettry. Surely. 

Mr. Ayres. As these farms become mechanized do you have a 
problem then of finding employment for those people that are dis- 
placed because of the mechanization ? 

Mr. Jones. There is a very definite problem. I think we might 
include there the Upper South change from cotton to livestock or 
grass farming. Whenever you have that change you have people 
shoved off the land. Many of them go to the industrial cities. There 
are many others who do not make it there. Something must be done 
about the employment of those people, but to maintain a low level 
of existence for them out there is not a solution, I feel. 

The old pattern of the industrial revolution has come to probably 
its last stronghold in the South of hand labor and family enterprise. 
It has come. We have to accept its consequences as they have had 
to accept it all over the world whenever it has come. Something must 
be done for those people but to keep an unfortunate type of agri- 
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cultural enterprise going with underpaid people, poorly clothed and 
underfed and Pad! housed, is not a solution, I feel. 

Mr. AyREs. Well, would you feel, Doctor, that people who leave 
the area and go into another section of the country do so more for 
economic reasons than any other single factor ? 

Mr. Jones. I feel quite sure that that is a major reason, that they 
must have some opportunity for employment, that they may want to 
move for any number of reasons but, unless they have some economic 
opportunity, some chance to make a living, they will stay where they 
can make a living or go some place else where they can make a living. 
However they may think about where they now live, they must have 
the opportunity for employment before they make a move. 

Mr. Ayers. I think it is a very serious problem facing the country 
as we do mechanize in agriculture to find just where the people are 
going to fit into our economic picture. Coming from the northern 
section of Ohio, I think a lot of the people that have been forced out 
of employment have had a much rosier picture painted as to what 
positions they are going to be able to hold in, say, Cleveland, Youngs- 
town, Toledo and Akron, and actually it is deplorable in many in- 
stances to find the type of housing and the type of job that they can 
fit into. We have had a number of people, Doctor, come into the area 
in the last 5 years that had not had the benefit of attending Tuskegee or 
any other school but some of the the propaganda seemed to paint 
such a beautiful picture that they are anxious to get into an area 
where there supposedly is a job waiting and a home to rent. They 
come in and it 1s actually more difficult for them to maintain the same 
standard of living than it was when they were, say, sharecroppers. 

Mr. Jonxs. That has been one of the problems in which we have 
been interested without having arrived at any solution as to how to 
develop a training program to fit these people being shoved out of 
agriculture for industrial jobs. The only skills they know are the 
hand skills that they knew that were needed in, let us say, cotton 
production in the South. They only got the kind of education that 
they could use for that sort of thing, so that the old cotton system 
crippled and distorted and warped many people who now are cast off 
into other areas and become a burden for the rest of the Nation. It is 
a very serious problem that that system operated in just that fashion 
and the fact that there are many times the number of charity cases, 
many times the population percentage of aid to dependent children, 
a high criminal rate, those Seas are quite obvious but these are the 
people that the system created and now are ready to spread about for 
other people to take the consequences of their rehabilitation because 
they are no longer needed in that kind of situation. 

Mr. Ketter. Has the industrialization of certain areas of the South 
assisted in providing employment for some of these people from the 
cotton farms ? 

Mr. Jones. Well, the best source for information that I have on 
that is the book on Economic Resources of the South, by Calvin 
Hoover and Dr. B. U. Ratchford of Duke University. There they 
indicate that, of course, industries coming into the South have by no 
means employed Negroes in the proportion that they are of the popu- 
lation: that the industrial employment has not absorbed as many par- 
ticularly of the Negroes from the farms as they might; but that for 
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the farm people generally I would say that the new industries are 
helping them considerably. 

Mr. Rezke: Mr. Landrum. 

Mr. Lanprum. Dr. Jones, there is no question in my mind or I think 
the minds of any of us but that most of what you say is diercted at 
some real problems which we have not only in the South but through- 
out the country. I am disturbed about this and I believe you will 
agree with me: The farmer, whether he is principally a cotton pro- 
ducer or other type farmer is not paying these low wages to which you 
refer because he wants to pay the low wages or because he refuses 
to pay any higher. Is it not true that the reason you find these wages 
relatively speaking so low on the farms is that the farmer has no 
choice in the matter ? 

We have not yet provided a farm program. We have not solved 
the evils that are associated with our farm production so as to give 
the farmer a market that will let him have the paying power that 
industry has. 

Of course, I recognize that there are exceptions where these things 
in some particular farming areas would not be true but, before we 
could solve any of these, it is not true that we must solve the basic 
problem which is agricultural marketing and providing for a satis- 
factory price to the producer at the farm so that he can pay wages? 
The farmer today simply cannot do it. 

Now then, I am disturbed about one statement you made in reply 
to Mr. Kelley where you indicate to me that you w ‘elcome this migra- 
tion from the farm and that you welcome ‘the gradual contraction 
and going out of existence of the small family type farm and look 
toward the time when we will have a big mechanized export-farming 
interests only, simply because they are able to pay fewer people higher 
wages. That brings me to the point that Mr. Ayres made. We kee} ) 
going in a cycle. "That point is: what are we going to do with diese 
people whom you say come to the cities? Are they not after all in 
the end in a much poorer circumstance economically insofar as shelter 
and food and clothing and general living conditions? Are they not 
in much worse condition than they are in these substandard situations 
you referred to in the South ? 

That is a lot of questions in one. Your area is one in which you 
go inacontinuous cycle. Iam sure that in your studies you must have 
at times gone down to Fort Valley, Ga., and Albany, Ga., and seen 
some of what I think is the wonderful activity there among the people 
of your race and the people of my race associated together in trying 
to lift the standards of living. 

I think we are going at it entirely wrong when we say that industry 
is going to take care of this, or that the expansion of the farm program 
into the export levels and complete mechanization is going to solve 
these evils. I cannot agree with you on that solution. I recognize 
that we have these problems. 

Mr. Jones. Let me say this first very briefly. First, I see this as a 
repetition of the industrial revolution where, wherever it has come, 
it has reduced the number of people required. On the one hand you 
are going to have your industrialized farming that emplovs a number 
of hired workers. 

On the other hand, the small family farm where the operator with 
the members of his family and one or two hired people does his farm- 
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ing is another type of farm. It is not the industrialized type of opera- 
tion. I would preserve that very definitely but I would not preserve 
an inefficient small farm that hired 8 or 10 or 12 workers and kept its 
existence because of its low wages. I say you would have the two. 

Mr. Lanprum. What would you do with those 8 or 10 workers? 
Where would you put them, Dr. Jones? That is the final question. 
Where are you going to send them? Where are you going to feed 
them? Whois going to furnish them with jobs? 

Mr. Jones. Well, that is a problem that we have to face as to what 
is going to happen to these displaced workers because it is very obvious 
that they must be displaced and many of them already are. 

Mr. Lanprum. They cannot better themselves after displacement 
by leaving Tuskegee, Ala., or Macon, Ga., and moving into Akron, 
Ohio, or Detroit, Mich., or Los Angeles, Calif., can they? 

Mr. Jones. That is a question. They can probably better them- 
selves from what they have to do in the southern towns to which they 

o when they leave the farms, the opportunities for those who leave, 
Tet us say, Tuskegee, Ala., and go to Cleveland, as many of them do. 
That is the route from our area. 

Mr. Lanprum. Doctor, how much longer can Cleveland continue to 
absorb them ? 

Mr. Jones. That I do not know, but if industries that employed 
them were located there to absorb them, then that would be a better 
solution than having them move out. 

Mr. Lanprum. Do you know of industries in Cleveland today who 
are running employment want ads for general wage earners? Do 
you know any? 

Mr. Jonzs. No; I do not. 

Mr. Ayres. Will the gentleman yield? 

Mr. Lanprum. Yes. 

Mr. Ayres. The northern industries at the present time have a 
surplus of unskilled labor and a shortage of skilled labor. 

Mr. Lanprum. A shortage of skilled labor in some fields. 

Mr. Ayres. Yes; but the difficulty here is that the people that are 
coming up from the area where the workers are being displaced are 
not skilled in any way. In fact, the real problem is that we have a 
number of them who really have difficulty in reading and writing. 

Mr. Lanprum. As true as that may be, assume that they do acquire 
the skills which Dr. Jones hopes they will and which we all hope they 
will acquire, and I must compliment the institute on the wonderful 
work you have done in that field, assuming that they eventually ac- 
quire these skills, how long is it going to be until your area is com- 
pletely saturated with the skilled workers? 

Mr. Ayres. Of course, our economy is expanding and we are going 
to need more skilled workmen as our economy grows but I think the 
problem is also these people who come up acquire the skills rapidly 
enough which unfortunately in the past has not been the case. 

We have, Doctor, absolutely no discrimination in the rubber shops. 
A man can make $2.50 an hour asa tire builder and, if he is a good tire 
builder, it does not make any difference what country he comes from or 
what part of the United States he comes from or what color he is. 
If he can do the job he is going to get the proper wage, but we have 
not been able to develop these skills rapidly enough to fit them into the 
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pattern where they are needed. I do not know whether we can be- 
cause they are starting out at such a disadvantage over the people 
that have been there and have had the advantage of a better education, 
have stepped out of high school into many of these factory jobs. 

You just cannot bring a man off the farm and expect him to compete 
in that category. 

Mr. Lanprum. We finally come back to this problem. You people 
who are concentrating your efforts in the field of rural sociology, which 
I gather is your area, have to direct your efforts to helping to solve the 
basic problem which is in my opinion a better market for the farm 
products that we produce, because to me there can be no argument 
that. a man with a family is better off with a lot of fresh air and a lot 
of freedom of movement, with proper shelter and good food that he 
raises himself if he is not able to pargnase it than he 1s huddled in your 
walkup tenements and slums of the cities. I mean no disrespect to the 
cities but you will find it anywhere. 

I do not think we can extend the coverage of this act to cover agri- 
cultural workers until we have first done something to supply the 

roducers of these agricultural commodities with more paying power. 
hat is the basic problem, in my opinion. 

Mr. Ayres. The gentleman does not believe that we should have 
more public housing units in Akron ? 

Mr. Lanprum. I certainly do not. I never have believed it. I 
think it only adds to our problems and adds to the dilemma when we 
try to solve it in that fashion. 

Mr. Jonzs. May I say this? 

Mr. Lanprum. Yes. 

Mr. Jones. I would agree with you in this way: that if we could 
discover some means in the South to absorb the surplus labor, to give 
it some type of employment and security so that people could live there 
where they have lived long, live there comfortably and enjoy the com- 
forts and securities of life, that that would be an idea solution; but, 
as always happens when you go through the process like the changes 
from cotton to beef cattle, it means that where 10 men were employed 
1 man isthere now. You put in a cotton picking machine and where 
30 people formerly picked the cotton 1 man does it now. We have to 
find opportunities for them. 

Mr. Lanprum. I cannot agree with you more on the truth of that 
situation. At the same time they are not needed in Cleveland, they 
are not needed in Chicago, they are not needed in Los Angeles until and 
unless our industrial growth comes to the point that they can absorb 
them. 

I know of no manufacturing companies in the country today that 
are seeking the kind of labor about which we are talking. I would 
not restrict ittoarace. The character of the worker and the problem 
prevails regardless of race. 

I do not see how we can burden the farmer in the sense that we 
know the farmer. I am not talking about our 100,000-acre cotton 
plantations as we move west. I am not talking principally about the 
large cotton export interests in the South. We do not have as much 
of it there. 

I am talking generally about the farm problem everywhere. We 
just simply cannot solve it by applying a regulation to him that would 
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require him to pay more money and push him that much further 
out of business and give this export interest a greater growth, a 
greater strength, and finally put all of our marginal people out of 
business, if you want to call them marginal. I did not want to call 
it marginal. I was one for 20 years and I loved every day of it. 

Our soil bank program with which I know you are familiar and 
particularly the acreage reserve section of the soil bank is absolutely 
destroying the small family-type farm and they are again taking 
away the employment of these 6, 8, or 10 workers about whom you 
must be concerned. 

Mr. Jones. Well, the farmer as a businessman looks to his own 
interest. I do not know the cost figures as to just what the cost is 
and what labor figures enter into it in terms of the cost figures for 
production. But, if there are hired workers whom he uses who have 
to live in hovels and are poorly clothed and inadequately fed, then 
he should not be an employer if that is the only kind of labor he can 
employ. 

Mr. Lanprum. Now, then, where would you put those people who 
are ill fed and ill clothed while in his employ when you put him out 
of business? Where are you going to get the employment that will 
make them any better off than they are under him? That is the 


question. 
Now, if that question were answered we might solve a lot of our 


problems. 

Do you know anywhere where they can get employment ? 

Mr. Jones. Well, something we have not done for our people is 
to plan for their employment as they are displaced from agriculture. 
That is something in which we have been very remiss in the South. 

In some agricultural areas they do not want industries coming to 
disturb the wage scale. 

I know towns in Alabama where they oppose even the Coco Cola 
bottling plant that will disturb the wage level. 

Mr. Lanprum. Doctor, you must admit that, true as that has been, 
that feeling is gradually being displaced by a different, much better 
attitude. That is not true except in isolated instances and you well 
know that. 

Mr. Jones. They are seeking industry now there but we have to 
place them where they will employ all of the people that want em- 
ployment and not leave some stranded to work for substandard wages 
for some guy who does make money off of his farm at their expense. 
That is a very difficult thing. 

Mr. Keiiry. Mr. Ayres? 

Mr. Ayres. The factory worker in the North who has the highest 
standard of living is the one who lives a few miles outside the city and 
has 3 or 4 acres and a little garden tractor and keeps a cow and raises 
a few chickens to supplement his income. Now, do you have that in 
the areas that you cover? Are there many people who have a few 
acres and have a garden, who can vegetables ind maybe even get up 
to the point where they get a deep freeze unit? 

Do you have people live outside the city on a little ground that they 
are buying and work in the factory also? 

Mr. Jonrs. There are the small farmers who are doing that, and 
most of them are what we call part-time workers. Some member in 
the family works in industry and the other members have this little 
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farm and are developing it, but they must have industrial opportunity 
for somebody to have an industrial job to support the dotineuan of 
this kind of living situation where they grow some things but do not 
eet upon agrrnrare entirely for it. 

Mr. Ayres. In reading the trade publications put out from the 
Southern States that are circulated in our area, they are certainly 
making it very attractive to industry to move in. ‘ 

You made the statement earlier that you felt that this type of worker 
would be much better off if he stayed in the general area rather than 
migrating to Cleveland. 

Mr. Jongs. I think so. With the surplus that is piling up in the 
South has not felt the responsibility for absorbing these counts in the 
industrial development that should have been coming and which is 
now sought but for which for a long time there was discouragement 
of it because this very matter of the agricultural wage scale was im- 
portant that they did not want industries hiking wages and taking 
workers that they would employ. 

Mr. Ayres. Do you have any figures, Doctor, showing how many 
people that fall in this category left a certain State in a definite period 
of time? Is there any one attempting to find out how many people 
are leaving and where they are going / 

Mr. Jones. There are some migration studies that have been car- 
ried on. I do not have any figures available now, but if you would 
like for me to get some and forward them to you, I would be glad 
to do that. 

Mr, Ayres. I do not think it is of interest directly to the legislation 
we have here, but I think it is the thing that is going to have to be 
considered to get at the solution. We all admit that there is a problem 
but no one has the answer. If we found out that these people should 
stay and have a few acres in that area and they were better off attempt- 
ing to follow that line of livelihood, rather than to migrate, it would 
be helpful. 

The thing that I am concerned about it is misleading statements and 
propaganda and outright promises in some cases that are made to 
these people and, with all due respect to Cleveland and Akron, it is 
not the promised land. It is just pathetic when you see some of the 
conditions under which they have to live, and I know very well that 
down deep in their hearts they were much happier in that little tene- 
ment house. 

Mr. Jones. Well, the thing is that the fair wage as provided for in 
this bill should apply to those people who work in agriculture and it 
is getting around the question to say “Look at these other people. 
Here these people are thrown out.” Just because a man should be 
paid $20 a day as a tractor driver if there is employment for him, then 
there is no need of saying “Look at all these folks who do not have any 
work.” The job is to find work for them. As long as he works in 
agriculture he should be paid a wage that provides him a decent 
living. Whether they migrate to Cleveland or stay there are prob- 
lems that have to be worked out with some planning and foresight for 
people in the region about and as the Federal Government wishes to 
participate, but the safeguard for these people who are employed in 
agriculture should not be ignored just because this exists. 

There are migratory workers who leave Florida today and North 
Carolina and go up to New York picking beans and provide food for 
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our tables at these unfortunate wages and they live under horrible con- 
ditions in gangs and crews. Those people are earning money for 
somebody who employs them and he is not, I am afraid, wanting to 
go out of business if he pays them a decent wage. It is the old re- 
sistance toward “giving away more than I have to so I'll fight to 
keep it.” 

As I say again, the industrial revolution when it comes creates prob- 
lems and we have to solve those problems, but where people are em- 
ployed they need not forego an adequate wage that gives them a de- 
cent standard of living. That is my point of view toward it. 

If I can find some of these figures on migration directions and that 
sort of thing, I would send them to you personally just for your own 
information if you could use them. 

Mr. Ayres. I think eventually we are going to have to find from 
the sociological point of view as to where they are going, should they 
go, or should they stay. I think you have hit on a very important 
thing in that industry that is moving into the South can absorb a cer- 
tain amount of unskilled labor and still make it possible for the man 
to have a decent place to live outside of the city proper because the 
cities are so filled up now that there is no place to go there. 

That is all I have. 

Mr. Ketter. We thank you very much, Doctor. I think you have 
made a find contribution to our deliberations. 

Mr. Jonzs. I want to thank the committee very much for having 
the opportunity tocome. Thank you. 

Mr. Ketiey. The committee will stand adjourned until tomorrow 
morning at 10 o’clock. 

(Whereupon, at 11:15 a. m., the hearing was adjourned until 10: 00 
a.m., Thursday, June 20, 1957.) 
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THURSDAY, JUNE 20, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON LaBor STANDARDS OF THE 
CoMMITTEE ON EpucaATION AND LaBor, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
429, Old House Office Building, Hon. Augustine B. Kelley (chairman 
of the subcommittee presiding. 
ean Representatives Kelley (presiding), Landrum, Holt, and 

riffin. 

Staff members present: Fred G. Hussey, chief clerk; John O. 
Graham, minority clerk; Kennedy W. Ward, assistant general counsel ; 
and A. Regis Kelley, subcommittee clerk. 

Mr. Ketiry. The subcommittee will please come to order. 

The first witness this morning is G. M. Cohen, Victory Laundry, 
Baltimore, Md. 

You may proceed, Mr. Cohen, when you are ready. 


STATEMENT OF GEE M. COHEN, PARTNER, VICTORY LAUNDRY, 
BALTIMORE, MD. 


Mr. Conen. My name is Gee M. Cohen. I am a partner with my 
brother in the Victory Laundry located in Baltimore. 

Mr. Chairman and honorable members of the House of Representa- 
tives Subcommittee on Labor Standards, this is an appeal to Congress 
to amend a specific part of the Fair Labor Standards Act of 1938, as 
amended, wherein certain exemptions from coverage are granted. I 
refer to section 779.1, paragraph (3) in which those laundry estab- 
lishments which make more than 50 percent of their annual dollar 
sales of service within the State in which the establishment is located 
are exempt from the coverage of the act; provided, that 75 percent of 
such establishment’s annual dollar volume of sales of such services is 
made to customers who are not engaged in interstate commerce. 

As this section of the law is presently written, it discriminates in 
favor of the large-business establishment and penalizes the small- 
business establishment. Peculiarly enough, the small-business estab- 
lishment is not only injured, but the large-business establishment 
benefits and profits as a result of the small competitor being hurt by 
the present law. 

I can only state my own particular case with the facts and figures 
that prove the discriminatory results of the law as presently written, 
but I am sure there are many other small-business establishments 
which are penalized, as I am, for being small both in dollar volume and 
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in physical size of building and facilities. I have been told that one 
of the purposes of the law was to enable the small-business man to 
compete on a fair basis with the larger and more prosperous com- 
petitors, but in my particular case the result is the opposite. No doubt 
many other small firms are affected as adversely. 

To aid in making my point as explicit as possible, I shall present 
as complete a picture as I can of my business. 

The name of my firm is the Victory Laundry, and we are located in 
the city of Baltimore. We have 34 people employed in our laund 
of which total 3 are white and 31 are colored. Of the total, 10 are 
male and 24 are female. Twenty-three of our employees are in the 
category of the completely unskilled labor, and of these 23, 10 cannot 
read or write. I make this point to emphasize the fact that a goodly 
portion of our employees would find it difficult, if not impossible, to 
hold an average job. If, because of the hardship imposed on my 
business by the act, I should be forced to liquidate, it is unlikely that 
employees of the caliber I describe could get a job in any other indus- 
try except one similar to a laundry operation. 

Our business consists of regular retail laundry services to the gen- 
eral public and of servicing the laundry requirements of freighters 
making port in Baltimore. Our dollar volume of business in 1956 was 
$168,015.65 of which $93,983.57 was business done with ships. Inas- 
much as more than 25 percent of our business was in servicing ships 
and less than 75 percent of our dollar volume business was conducted 
with others, although 100 percent of our business was conducted in 
the State of Maryland, the Wage and Hour Division of the United 
States Department of Labor has ruled that we are not entitled to the 
exemption given to other laundries with which we try to compete, 
and has advised us that we are covered by the act. As far as I know 
at this time, we are the only Baltimore laundry servicing ships that 
is presently covered by the act, and required to pay the minimum wage 
rate of $1 per hour and overtime rates after 40 hours per week. 

These ships which we service are freighters and tankers and do not 
inelude ships which carry passengers. Naturally, the business is very 
competitive and a small markup is required in order to get some of the 
available business. Often bids must be made and it is almost im- 
possible to submit a competitive bid when my competitors are exempt 
from the act, ironically enough because they are bigger than we are, 
and already in a position to compete more successfully. 

To continue with the specific picture, we do about $1,800 business 
per week with ships, and about $1,400 per week with purely local 
customers. Now, there are a number of other laundries in Baltimore 
and elsewhere who do a much greater volume of business with ships 
and other customers engaged in interstate commerce, but are not under 
the act because their overall volume of business is so great that their 
ship work and other business with customers engaged in interstate 
commerce still comprise less than 25 percent of their total annual sales. 

There are Baltimore laundries and laundries in other cities which 
handle more than $2,000 and as much as $5,000 and much more per 
week business from customers engaged in interstate commerce as 
defined by the act but solely because of their size and the gross amount 
of their weekly business, they are exempt from the act. 

For example, if a laundry does $9,000 business per week of which 
only $2,000 per week is with customers engaged in interstate com- 
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merce, they would still be exempt from the Fair Labor Standard Act 
of 1938 as amended because 75 percent of their dollar volume of busi- 
ness is still done with customers who are not engaged in interstate 
commerce; whereas a laundry such as mine which does a $1,800 per 
week volume with ships and only $1,400 per week with others, making 
a total volume of only $3,200 per week, is not exempt. 

Under these circumstances it is readily seen that a small operation 
such as mine is discriminated against and cannot compete profitably 
only because of being small and because of the penalty imposed by 
the law as it is presently written granting exemptions to establish- 
ments which are in the position of doing more business. This exemp- 
tion granted to these large establishments enables them to undersell 
small establishments and yet gives them a greater percentage of profit 
even though both operate at equal efficiency and economy. In these 
cases the small business is required to pay at least the legal rate of $1 
per hour and time and a half for overtime and is subject to the regu- 
lations, rules, and laws as enforced by the Labor Department with 
the additional expense this entails. The large businesses are free to 
pay what they please, and are not required to pay overtime rates at 
all, and are free to conduct their businesses without any restriction. 

I definitely believe in the inherent fairness of the statutory minimum 
wage, but it is certainly unfair when the payment of such wage works 
a hardship on small people such as we because of this discriminatory 

ortion of the Fair Labor Standards Act of 1938, and puts the larger 
usiness establishment in an advantageous position for competitive 
purposes. 

To the best of my knowledge, there is not more than one laundry 
in the State of Maryland doing over $3,500 per week volume of busi- 
ness which is covered by the act. Therefore, although there are 
laundries doing more business with customers engaged in interstate 
commerce than my laundry does in actual total volume, not one is 
covered by the act. 

As matters now stand, if I am to compete under the existing law 
with other laundries in Baltimore and elsewhere which, in addition 
to their regular retail business, service ships, and other customers 
who are engaged in interstate commerce, I must expand my gross 
volume of business approximately three times, and I can assure you 
that if there were a way of accomplishing that desirable result, I 
would have found it without my present incentive. Actually, my 
other alternative is to give up most of my ship business so that my 
ship business will be less than 25 percent of my gross volume. Not 
being able to operate on an equal footing with my competitors, it is 
practically an impossibility to get the additional regular retail busi- 
ness to increase my overall volume. 

In a letter to President Eisenhower, Senator George Smathers of 
Florida wrote, and I quote— 

Every single barometer indicates a general worsening of conditions for small 
firms. Time is running out for the small-business man— 
and the facts certainly do seem to bear him out. 

Factual statistics show that business failures this year among firms 
that have been in operation for a period of 10 years or longer are 
double the rate of failures which took place in 1947. To preserve 
their own welfare, more and more small-business firms are forced to 
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merge with larger companies, thus accelerating the trend towards 
monopoly. 

Right now, Congress is attempting to relieve the tax burden on 
small business, so that small business will be able to survive. Here is 
a way to give smal] businesses such as ours some assistance in sur- 
vival and yet not affect the tax structure and Government income at 
all. While Congress copes with the tax problem as it affects small 
business, right at our fingertips there is a great opportunity to allevi- 
ate the burden put on the really small-business man by amending an 
unjust part of a good law, which under its present provisions protects 
the big and penalizes the small, not only in the operation of business, 
but in the cost of operation. The least that can be done is to put the 
small business on an equal footing in these operations with big business. 

Senate bill S. 1853 was introduced April 10, 1957, by Senator John 
F. Kennedy for the purpose of amending the present act. On page 
8, lines 17 to line 25, the proposed bill has the following provisions 
for changing the present exemptions to act. This would exempt: 
any employee employed in any establishment engaged in laundering, cleaning, 
or repairing clothes or fabrics by an employer having not more than a total 
annual dollar volume of sales or servicing of $500,000: Provided further, That 
not more than 15 per centum of such employer’s annual dollar volume of sales 
or servicing shall be made to customers who are engaged in a mining, manufac- 
turing, transportation, commercial, or communications business ; 

Insofar as the average small laundry and/or dry cleaning estab- 
lishment is affected, the suggested change will only increase the hard- 
ship under which it currently operates. A large group of laundries 
and/or dry-cleaning establishments, I dare say, the majority do less 
than $200,000 volume annually. In cases where these small businesses 
do as little as $600 per week business with customers engaged in inter- 
state commerce, they will be covered by the act. Yet larger competi- 
tors doing as much as $490,000 volume annually could do over $1,400 
weekly volume of business with customers engaged in interstate com- 
merce and not be covered by the act. 

This, despite the fact, that 100 percent of the smaller man’s business 
is conducted not only within the State, but within the city where he 
is located. Certainly some proviso should be made for the protection 
and for at least equal rights for the businesses whose annual volume 
of business is less than $200,000 of sales, and all of this $200,000 of 
sales of services are made in the city wherein this establishment is 
located. 

To the best of my knowledge in my home State of Maryland, not 
more than 1 laundry doing over $200,000 per year business and less 
than $500,000 per year business would come under this category. 
Therefore the proposed amendment would only affect for all practical 
purposes those laundries or dry-cleaning establishments doing less 
than $200,000 per year business. 

Actually the proposed amendment squeezes the small-laundry man 
closer to extinction rather than giving him the opportunity to compete 
fairly and successfully with his larger and more prosperous com- 
petitor. 

I respectfully submit some suggestions for your consideration in 
dealing with this matter: 

The most preferential and first is: Amend the present act so that 
any retail establishment or laundry which does any business at all 
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with customers engaged in interstate commerce regardless of how 
little or how much, shall be subject to coverage ; or 

No. 2. Amend the present act so that such an establishment, as 
mentioned above, would have to do some specific minimum dollar 
volume of business with customers engaged in interstate commerce, 
regardless of their total volume of business, and regardless of what 
percentage of their total volume of business done with customers 
engaged in interstate commerce amounted to, before they could be 
covered by the act. 

Mr. Grirrin. Did you mean that to be “or” between one and two? 

Mr. Couen. I would say all of them are “or,” any of these amend- 
ments. 

Mr. GRirFrn, Or. 

Mr. Couen. My suggestion is any one not all of them. 

Or No. 3: Amend the present act so that a business would have 
to do a realistic and practical specific minimum annual dollar volume 
of business of any and all kinds before they could be covered by the 
act ; or 

No. 4. Amend the act so that completely local small businesses such 
as small laundries whose effect upon commerce is completely insub- 
stantial and of no consequence would be exempt from coverage; or 

No. 5. Amend the act in any way at all that will specifically elimi- 
nate the present inequity that exists so that a small-man can compete 
with the big-business man and continue to remain in business. 

I want to thank you for this opportunity to present my story and 
my views on the necessity for an amendment to the existing law. The 
attention that has been given my plea for an amendment has merit, 
and I hope that you will see it in the same light. 

If you have any questions concerning this matter and the recom- 
mendations I have made, I shall be happy to try to answer them to 
the best of my ability. 

Mr. Ketiery. Mr. Landrum. 

Mr. Lanprum. I will defer for the time being. 

Mr. Keutry. Mr. Griffin. 

Mr. Grirrin. What wage rates do your competitors pay in Balti- 
more that you are competing with ? 

Mr. Conen. As low as 60 cents an hour, and I don’t think any 
general laborer in the laundry makes as high as $1 an hour, none. 
I would say none of them pay $1 an hour. 

Mr. Grurri. You are the laundry in Baltimore that pays? 

Mr. Conen. At this time. There was one other. But I understand 
he has gotten down to 24 percent now, and I spoke to him very recently 
and he is working down to get the 24 percent so he will be exempt 
from the act. 

Mr. Grirrin. Have you studied Mr. Kelley’s bill? 

Mr. Couen. No; I have not seen it. 

Mr. GriFrin. Which has a limitation of $500,000. 

Mr. Couen. Is that the bill 1853, you mean? That was Mr. Ken- 
nedy’s, Mr. McNary’s bill. 

Mr. Grirrin. Mr. Kennedy’s bill is a little different, as you quoted 
in your statement, because it has a 15 percent provision in it. 

Mr. Conen. Yes. 
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Mr. Grirrin. As I understand Mr. Kelley’s bill it would exempt 
all business that does less than $500,000 gross sale. 

Mr. Conen. I have not seen that bill at all, sir. 

Regardless of their type of sales they make, you mean, as long 
as they are local ? 

Mr. Ketxry. Gross sales. 

Mr. Conen. As long as it is local business under $500,000 it will 
be exempt, that is all I am asking for, sir. I did not know that 
amendment had been proposed. But under present conditions what 
I have gone through these past 3 years, I do not wish on anybody. 

Mr. Grrrrixn. What about the overtime provision of the act? 

Mr. Couen. It will not affect me because I do not pay it because 
T do not work overtime. 

Mr. Grirrin. Over 40 hours. 

Mr. Conen. I just stopped. 

Mr. Grirrtin. Did you before you became subject ? 

Mr. Conen. Before I became covered; yes, sir. 

Mr. Grirrin. Do your competitors work their employees more 
than 40 hours? 

Mr. Conen. Yes, sir. 

All the laundries I am familiar with work over 40 hours. I think 
their average week would be 44 to 45 hours. 

Mr. Grirrry. No other questions. 

Mr. Ketxiry. Any further questions, Mr. Landrum ? 

Mr. Lanprum. From your statement here, Mr. Cohen, and from 
the reply you gave to Mr. Griffin’s line of questioning, I believe you 
must be here favoring the Kelley bill; is that right? 

Mr. Conen. If the Kelley bill reads—I would have to actually see 
it first. If the Kelley bill reads any business under $500,000 regard- 
less with whom they do business whether they do business with cus- 
tomers engaged in interstate commerce or not, as long as it is local, 
I would not only favor it, I would fight for it. 

Mr. Lanprum. Mr. Cohen, how can you justify a law or an amend- 
ment to this present law which would exempt your laundry from 
paying the minimum wages and observing the maximum hours lo- 
cated on one side of the street in Baltimore and require your com- 
petitor across the street to be subject ? 

I cannot follow that line of reasoning in the supporters of this 
statement. How are you going to justify to your employees the fact 
that you do not have to pay, not subject to the provisions of the act 
when across the street your competing laundry is paying? Does that 
not make your amendment, your suggestions appear somewhat futile? 

Mr. Conen. Well, my amendments do not say that. My No. 1 
amendment specifically says, I am very happy to pay the $1 minimum 
if any laundry—I do not even want to cover the Iaundry not doing 
business with customers engaged in interstate commerce, but I can- 
not see why 

Mr. Lanprum. No. Your first amendment does not say that or 
you have misinterpreted my question in the form of a statement. I 
heard your first amendment to say that this act should be amended so 
that any establishment, retail establishment or Iaundry which does 
any business at all with customers engaged in interstate commerce 
regardless of the volume shall be subject to coverage. Now suppose 
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you on the east side of Delesandro Avenue up there in Baltimore do 
not do any business in interstate commerce whatsoever. Then be- 
cause you do not do that, you are exempt from the coverage of the act. 

On the opposite side of the street your competing laundry is doing 
the same or substantially the same volume of business by engaging 
with business with one ship, let us say, that goes from the Maryland 
waters down into Virginia waters or South Carolina waters and be- 
cause of that one transaction your competitor is required to come under 
that. How can you justify a situation like that and your amendment 
to it? That is not an absurd hypothetical situation. 

Mr. Conen. That is exactly a practical situation. That is exactly 
what is happening in my case. That is my complaint. The fact 
that I do this business, all local, all in the city, all within 6 or 7 miles 
of my plant, and I get whatever business I can, I accept any kind. 
And exactly what you state has happened. I am forced, and I am 
forced to pay the minimum wage and overtime. I am covered by the 
act and there is more to be covered by the act than just paying the 
money, believe me. Yet my competitor, as you say, just because he 
goes to a hotel on Pratt Street to get laundry and I go to the ship on 
Pratt Street to get laundry, he has no restrictions. 

Mr. Lanprum. He is exempt. 

Mr. Conen. He is exempt. Iam not exempt. I feel we both have 
parallel cases. 

Mr. Lanprum. Put the shoe on the other foot and wear that pair 
of shoes for a while. How would you feel if you were on his side of 
the street ? 

Mr. Conen. I would feel this way about it. I would feel that if 
I did a little bit of business with customers engaged in interstate 
commerce and he did any amount, a whole lot or small amount too, we 
are competitors, competing for the same business, he is trying to get 
my business, and he is trying to get my business in a legitimate fashion, 
that we should both be put on the same competitive basis, either we 
should both be exempt or we should both be covered. 

Mr. Lanprum. Are you in favor of exempting laundries entirely 
from the act ? 

Mr. Conmn. Your question is rather wide. 

Mr. Lanprum. I do not think it is wide. Would you want to just 
exempt laundries period, just because of the fact that they have a large 
turnover in employment or because housewives and other establish- 
ments are not willing to pay an increase in price that you have to pay 
because you come under that? There are lots of reasons why you 
might. 

Mr. Conen. It is rather ambiguous. If you want a further answer, 
I will try to get one up. But I feel this way: That either all should 
be exempt or all should be covered. 

Mr. Lanprum. By that statement you mean there should be no 
arbitrary cutoff point. The $500,000 figure is according to your state- 
ment unreal then, is it not, Mr. Cohen ? 

Mr. Conen. No. I would have to think that over before I could 
answer that specific part. You see I can only think out in my small 
way those things that are close to me. I just cannot visualize doing 
a half-million-dollar a year business. It is astronomical to me. 

[I have to sit down and just think that over: what would that entail 
doing that much business and what privileges should they be entitled 











1380 FAIR LABOR STANDARDS ACT 


to or what penalties should they be responsible for because of the fact 
of that volume of business? I have been a small man all my life and 
still a small man and I just cannot grasp those figures in this spon- 
taneous discussion. 

Mr. Lanprum. This is what I would like to know from you: Do you 
favor the Fair Labor Standards Act as it is written generally? 

Mr. Cowen. As it is written today, generally ? 

Mr. Lanprum. Generally, yes. 

Mr. Cowen. Are you applying to laundry specifications ? 

Mr. Lanprum. I am applying to the overall American economic 
picture. 

Mr. Conen. Yes, sir, I do. I made that statement in my written 
statement. 

Mr. Lanprum. You do favor it. 

Mr. Conen. Yes, sir, I do favor the fair Labor Standards Act. 

Mr. LANDRUM. If you favor the Fair Labor Standards Act—when 
I use “you” I am not pointing at you specifically, I mean those gen- 
erally—when you are favoring that, say you favor that sort of a law, 
how can you justify the same law exempting you and not exempting 
me when we are in the same type of business? 

Mr. Couen. I would have to go along with you there, sir. I can- 
not favor it on that basis that you say. 

Mr. Lanprum. You cannot. 

Mr. Cowen. On the general basis you just put it, 1 would have to 
go along with your line of thinking. 

Mr. Lanprum. Then you feel that regardless of the dollar volume, 
that laundries should be covered or laundries should be exempt. 

Mr. Conen. When you say “dollar volume,” you are referring to 
dollar overall or interstate commerce ? 

Mr. Lanprum. I mean gross take from the customers. That is 
what I mean by dollar volume. Whether you do $100 a week, or $1,000 
a week, you feel all laundries should be covered or all laundries should 
be exempt, is that your feeling, sir ? 

Mr. Cowen. If I were pressed, I would have to say, “yes,” sir. 

Mr. Lanprum. That is all I have, Mr. Chairman. 

Mr. Grirrry. I want to clear up an impression that my question 
probably left with you and on checking Mr. Kelley’s bill, which is 
H. R. 4575, making reference to laundry and cleaning establishments, 
it could exempt businesses doing less than $500,000 only if they did 
not do more than 25 percent business with interstate commerce. So 
that it would not have the effect that my question may have left the 
impression. 

Mr. Conen. Under those circumstances I would be worse off 
than—— 

Mr. Grirrrixn. You would be in the same position. 

Mr. Conen. No, a little worse. I imagine the same or worse. I 
couldn’t be any better; that is exactly the fault I find with the law; 
that percentage, and it is like I just told you there. I do have a 
competitor in Baltimore. Now I can compete with him now. I have. 
I can compete with him. I just guess he does approximately, oh, just 
from what I observed—I could not get into his books—$8,000 per 
week business of which $2,200 was ship business, was business com- 
peting with me. All he has to do now is either drop $250 ship business 
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which might be the smart thing to do or if he is fortunate enough, 
pick up $900 regular retail business and he is exempt, and I have 
spoken to him about it and he is on the w: ay to doing it. 

That would not be a difficult job. With me, if I could do it, I say 
that is smart and I would do it too, but in my particular case with 
my facilties it is an absolute impossibility. If the law is written 
that way, I pray to God it is never passed. 

Mr. Grirrin. Is there any union organization to any extent in 
Baltimore on this? 

Mr. Conen. No, there is not. There was some activity just within 
the past, to be specific, May 14. Some disreputable character, and 
I say that thinkingly, did come to Baltimore and make an attempt 
to organize laundries in Baltimore and dry-cleaning establishments, 
just last month, but inasmuch as this partic cular character did have a 
bad reputation, he had come to Baltimore—this is hearsay from attend- 
ing various meetings—it was said in those meetings that this particu- 
lar person had come to Baltimore 5 or 6 years ago to organize laun- 
dries and after accumulating some of the initiation fees or dues or 
what have you, from those who signed up with the union, he left 
town and came back again to organize and they did strike—he did 
initiate a strike in three plants in Baltimore, May 14, and he was being 
fought and then Thursday, May 23, when the headlines about the 
laundry union lawyer, I believe, or somebody, I would not say lawyer 
specifically, but some high official in the laundry organization had 
stuck his fingers into the “welfare fund, the strike broke and that was 
the end of it. The headlines of that day sort of beat the strike rather 
than the plants, as individuals. 

Mr. Grirrin. If you were sitting on this committee and you were 
going to have to make a decision. along these lines following Mr. 

Landrum’s thinking, what do you think? We have a real problem 
here, do we not? Some of your competitors are paying 60 cents an 
hour. Should the Government completely get out of the field of set- 
ting minimum wages? Do you think the Government is doing some- 
thing that it should be doing to relieve these things to you people as 
competitors and whatever your good will will provide for your em- 
ployees, or are unions the answer? What do you think? 

Mr. Conen. I honestly think this: It might seem precocious for a 
fellow like me to give an opinion to gentlemen who know like you 
know. 

Mr. Grirrin. Not at all. 

Mr. Conen. I think this: In my heart I think it is a State problem. 
The State of New York handled it well. And I do not think anybody 
in this world, in this country, today should make less than $1 an hour 
for any work they do. I do not think it is the prerogative of the 
Federal Government to come into a plant that does purely local busi- 
ness to tell him how to run his business. That is my personal feeling. 
I do think it is an overdue obligation in the State of Maryland and if 
I were anybody in the State of Maryland, I feel the State of Mary- 
land should enact a dollar minimum wage. 

I certainly do not think the way the Federal Government has 
handled this particular item—lI am solely, not solely—I am mostly in- 
terested in the laundry aspect of this law, but I am sincerely interested 
in the complete aspect of the law for the gener al public. If labor does 
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well, I am going to do well. If a man can make a dollar an hour in- 
stead of 50 cents an hour, he is going to be able to send his shirts to 
the laundry instead of having his wife wash them. I am going to 
benefit. I certainly do not think it is the prerogative of the Federal 
Government to come into the State of Maryl: ind or any other State 
into a purely local business of completely local character, that: has, 
like I read, no bearing on the general picture from a Federal view- 
point, and tell us how to run our business and so on and so forth. But 
the law does exist. It hurts my help, it hurts my pocketbook, and it 
hurts my business. 

I say categorically, it is absolutely unfair if you are doing business 
across the street from me, and you hi en 1 ship and I am smarter or 
better than you and can handle 20—I do not think I should be penal- 
ized by having to pay a minimum and you do not. 

I hope I answered your questions satisfactorily. 

Mr. Grirein. Thank you; it has been very helpful. We appreci- 
ate it. 

Mr. Granam. Would you explain just what type of laundry you 
run, or maybe youhad. lam sorry. 

Mr. Couen. I will tell youagai 

Mr. Grauam. What do you Saeki | 

Mr. Conen. Ships come to Baltimore 

Mr. Grauam. All I want to know is what type of goods. 

Mr. Conen. Linens, predominantly. Sheets, pillowcases, towels, 
and so forth, for ships. 

Mr. Granam. What difference is there between you and an indus 
trial laundry ? 

Mr. Conen. I do not understand your question. 

What difference in operation, none. 

Mr. Grauam. In the type of material handled. Do you know what 
an industrial laundry is / 

Mr. Conen. I could not quite say I know what an industrial laun 
dry is. 

Mr. Granam. One that does overalls. 

Mr. Conen. There is quite a difference. 

Mr. Grauam. And does tablecloths and sheets for hotels. 

Mr. Conen. No. 

Mr. Granam. And linens supply. 

Mr. Conen. Everything you say, all right, but the overalls. Over- 
alls are not a laundry business in the same sense. 

Mr. Granam. You do that. 

Mr. Conen. No laundries do overall business; only overall com- 
paaere geared business. 

Mr. Granam. What I was going to say is this: you say you are the 
only one in the State of Maryland that was stuck with this. 

Mr. Couen. Yes, sir. 

Mr. Grauam. Are there not some linen supply houses ? 

Mr. Couen. No, sir. 

Mr. Granam. And that in the State of Maryland ? 

Mr. Conen. The linen supply houses that are locally owned in the 


State of Maryland, to the best of my knowledge, there are none of them 
that are eovered—— 


Mr. Granam. Over 25 percent. 
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Mr. Conen. None of them, that is right. 

Mr. Granam. To manufacturers. 

Mr. Conen. That is right. They do enough business locally not to 
be covered. Principally in the whole city of Baltimore for all practi- 
cal purposes, there are only—well, I will tell you a little incident. You 
brought up a good subject. Just 2 weeks ago a linen supply house went 
toa customer of mine, a caterer. 

Mr. Granam. Yes. 

Mr. Coven. And tried to convert him to renting linen from him in- 
stead of using his own linen. He is quite a large customer of mine, a 
valuable account. And this was told me by the customer, and I can 
vouch for it. 

He told the man, “I can do better work and give you a cheaper price. 
He has to pay $1 an hour.” Mi 

Mr. GrauaAm. Because he is covered under the same provision you 
are. 

Mr. Comen. He is not covered. He is not covered. I have to pay 
the $lan hour. 

Mr. Granam. So does the linen-supply house. 

Mr. Couen. I have to differ with you, sir. 

Mr. Granam. O.K., sir: that is all. 

Mr. Conen. I can name the houses. They definitely do not pay 
Slanhour. They start at 75 cents an hour. 

Mr. Granam. Linen supply houses are covered by the act. 

Mr. Couen. Under the present act 4 

Mr. Granam. Yes, sir. 

Mr. Couen. I hate to be 

Mr. Granam. Over 25 percent. 

Mr. Coren. If the “Vv = 25 perce nt, oh, sure, but they do not. 

Mr. GrauaAm. Then they arenot. O.K.,sir. 

Mr. Ketiey. Thank you very much, Mr. Cohen. I enjoyed your 
testimony, and I am sure the c committee did. 

Mr. Conen. Thank you, sit 

Thank vou for hearing me. 

Mr. Keutiey. Thank you. 

Mr. Shepherd. 

Mr. Brooks. I just want to introduce him to the committee. 

This is Mr. W. Smythe Shepherd. 

You may be seated, Mr, Shepherd. He is from Beaumont, Tex., 
and is with the Shepherd Laundries Co. 

fam mighty grateful to you to present him here as a witness to 
testi fy. 

Mr. Ketiry. Thank you. Weare glad to have him. 

You may proceed, Mr. Shepherd. 


STATEMENT OF W. SMYTHE SHEPHERD, SHEPHERD LAUNDRIES 
CO., BEAUMONT, TEX. 


Mr. Sureuerp. Thank you, Mr. Chairman. 

Mr. Chairman, I have prepared a written statement which I have 
submitted in advance, and T would like to have this statement made of 
record. 

Mr. Keitey. Without objection it may be. 
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(Statement referred to follows :) 
STATEMENT OF W. SMYTHE SHEPHERD, BEAUMONT, TEX. 


My name is W. Smythe Shepherd, my home is in Beaumont, Tex.; I am filing 
the following statement as a private citizen, representing only myself and the 
Shepherd Laundries Co. I am vice president and general manager of the Shep- 
herd Laundries Co., a Texas corporation domiciled in Beaumont, Tex., and 
operating three laundry and dry-cleaning plants in the cities of Beaumont, 
Houston, and San Antonio, Tex. 

The Shepherd Laundries Co., is primarily a family owned corporation, the 
Shepherd family owning more than 80 percent of the common and preferred 
stock. This company has been successfully operated by the Shepherd family 
for over 67 years and currently employs some 450 people. In 1956 the annual 
total dollar sales of the 3 plants amounted to $1,966,000. Our net earnings, 
after profit sharing and income taxes, amounted to only 2.71 percent to total 
dollar sales. 

The major part of the dollar sales is represented by retail business and can 
be described as doing business directly with the homes and individuals. The 
next largest part of our business is termed commercial and can be described as 
doing business with hotels, restaurants, hospitals, etc. The third and smallest 
segment would be termed industrial, which has just recently been started. 


ADDITIONAL TESTIMONY 


I greatly appreciate the opportunity of being heard on the proposed amend- 
ments to the Fair Labor Standards Act. You gentlemen have heard a number 
of laundry and cleaning plant owners, as well as representatives of all service 
industries. I have read with interest most of the facts and testimonies presented 
hut I feel that some pertinent facts pertaining to our type of operations, and 
other comparable firms, have been overlooked and should be considered. I am 
also including testimony which has been previously presented but I feel that 
these facts are so important that I would like to again reemphasize. 


THE PROPOSED AMENDMENTS 


If the proposed amendments now being considered by this committee were to 
be enacted, our firm would be placed under the regulation of the Federal Fair 
Labor Standards Act. It would, however, exclude virtually all of our compet- 
itors who are engaged in the same business practices and who are competing 
in the same customer market. 

This type of unfair regulation would impose an intolerable competitive condi- 
tion and if allowed to persist would eventually bring about a failure in our 
business. 

I honestly feel that this is not the intention of this committee or Congress. 
When these facts are brought into the light of realization I am confident that 
you gentlemen will not impose such inequities. 

Please keep in mind the nature of our business is largely engaged in serving 
domestic users and competing on the local level. Only a very small part, if 
any, of our business affects goods in the stream of interstate commerce. 


WORKING CONDITIONS 


Our employees are working on the basis of 8 hours a day for 54% days a week. 
Employees working over 44 hours a week or on Sunday are paid overtime at 
the rate of time and one-half of their base rate. The average wage paid to 
plant productive employees is 69 cents an hour for laundry employees and 90 
cents per hour for dry-cleaning employees. A wage incentive system is in effect 
in the plants which allow the industrious employees to earn more than their 
base rate. 

All other employees, such as office, route sales, supervisory and maintenance 
are now earning in excess of $1 per hour. 


7RINGE BENEFITS 


All employees are given five legal paid holidays a year. Anyone working 
on legal holidays is paid overtime. 
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Employees are given paid vacations on the basis of 1 week for completing 1 year 
of employment and 2 weeks for completing 5 years of employment. 

Hospitalization and group life insurance plans are in effect with the company 
paying approximately two-thirds of the cost and the employee paying one-third. 

A profit sharing plan is in effect whereby the employes share in the profits 
of the company and this is paid to the employees in the form of a bonus at 
Christmas each year. Last year the total bonuses amounted to $64,813. 

In addition to the above-mentioned benefits there are employees loan fund, 
Christmas saving clubs, music during working hours, coffee and coke bars and 
a recreation room available at all times. 

I feel that Shepherd’s has consistently provided for their employes all that 
could be offered. This has been done without compulsion of a Federal minimum 
wage and hour law or union organization influence. 


TYPE OF EMPLOYEES 


Male employees who are considered as supporting families are now earning 
in excess of $1 per hour. 

Highly skilled female employees who are office or supervisory type of per- 
sonnel are earning in excess of $1 per hour. 

Unskilled female employees who usually have a low educational background 
are the group of personnel who are now earning less than $1 per hour. It 
requires a great number of this type personnel in a laundry and dry cleaning 
operation. However, it must be taken into consideration that this type is 
usually supplementing a family income or supporting only herself. I feel that 
our industry is performing a real service in supplying jobs for persons in this 
category. 

PAYROLL COSTS 


Payroll costs in our 3 plants average 62 percent of cost to the total dollar 
sale. After careful analyzation of payrolls to meet the $1 per hour, plus ac- 
cepted differential which would require increase for certain other employees, 
we find that our payroll percentage cost would be increased to 76.8 percent or 
a 14.6 percent increase. 

We do not believe that prices can be increased to offset this expense increase 
without driving poundage out of the plant thereby reducing the dollar sales. 

It would be impossible to overcome this increase by becoming more efficient. 
At the present time we have wage incentive programs and modern laborsaving 
equipment in operation. We have constantly strived to follow this trend in 
order that wages can be increased and working hours can be reduced and 
conditions improved. 


LAUNDRY AND DRY CLEANING INDUSTRY DIFFERS 


The laundry and dry cleaning industry is engaged in performing a service 
rather than selling a product. Labor costs in this industry amount to approxi- 
mately 62 percent to total dollar sales as compared to approximately 10 to 
20 percent cost to total dollar sales in other retail businesses such as grocery, 
clothings, and so forth. 

Even a small increase in labor costs has a drastic effect on earnings due to 
the fact that labor is the largest single expense incurred in operating a laundry 
and dry cleaning business. 

The laundry and dry cleaning industry is unusual in that in the domestic field, 
their best customer is the housewife who is also a principal competitor. 

Total supplies needed to operate a domestic laundry and dry cleaning plant 
amount to only 10 percent cost to total dollar sales. <A large purchasing power 
is of very little advantage as savings are so small. For this reason, small plants 
often can operate with a larger percentage of net profit than large or multiple op- 
erations. This is unlike other types of retail businesses, such as those that buy 
and sell commodities and enjoy a large purchasing power. 


ABTLITY TO INCREASE PRICES 


When costs increase, it is a natural economic procedure to pass these costs on 
the consumers in the way of increase in selling price. This would not be possible 
for the following reasons: 

First, the competitors not covered under the act would not feel the necessity to 
raise prices since their labor costs have not been increased by Federal regula- 
tions; 
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Secondly, Mrs. Housewife can either process her work at home or hire domestic 
help to process it for her at a lower rate since she is not compelled to pay the $1 
per hour. 

Third, other commercial establishments, such as hotels, motels and hospitals 
not covered under the act, could buy their own equipment and process their own 
laundry with labor who are paid less than $1 per hour. 

With a decrease in dollar sales it becomes increasingly more difficult to show 
an earning because of the fixed overhead expenses necessary to the operation 
of a laundry and dry cleaning business. 


STATES RIGHTS 

I do not believe there should be further encroachment by the Federal Govern- 
ment of States rights. The control of business not affecting interstate com- 
merce should be left to the States. 

The specific exemption for the laundry and dry cleaning establishments now 
a part of the Fair Labor Standards Act has worked well and should be con- 
tinued. 

Those establishments whose operations affect Interstate Commerce must now 
comply with the provisions of the act. Those firms who do not affect interstate 
commerce are exempted from the act as they should be. 

I do not advocate the inclusion of the laundry and dry cleaning industry under 
the Fair Labor Standards Act but if one part of the industry is made to comply 
with the act, then it should apply to the entire industry. 

If Congress should amend the Fair Labor Standards Act, it should, in my 
opinion, leave nothing to the interpretation for the Secretary of Labor. The 
new amendments should be spelled out so that even the employer would know 
that without question whether or not his operations were covered by the Fair 
Labor Standards Act 

CONCLUSION 

Mr. Chairman, I thank you and the committee members for your consideration 
and attention and for the privilege of appearing before your committee. I feel 
that this testimony indicates that the destiny of our business, as well as many 
thousands of others in a similar position, is in your hands. Please do not divide 
our industry. 

Mr. Suepruerp. In the interest of you gentlemen’s time I will sum- 
marize my statement and then if you care 'to ask any questions I will be 
glad to answer them. 

In the way of identification, my name is W. Smythe Shepherd. My 
home is in Beaumont, Tex. I am vice president of Shepherd Laun- 
dries Co., having three plants in Texas. One in Beaumont, 1 in Hous- 
ton and 1 in San Antonio, doing an annual volume of slightly less than 

$2 million and a profit of 2.71 percent of total dolJars sales. 

Now this volume could be divided in the following manner: The 
major part is termed “retail,” doing business directly with homes and 
individuals. The next larger part of the business is commercial, do- 
ing business with hospitals, and hotels. And the third and smallest 
segment would be industrial which has recently been started. 

Now, I greatly appreciate the opportunity of being here with 
you gentlemen today and being hear¢ I realize that you have heard 
a number of laundry men ov er the country and I know that some of the 
things that I would like to bring to your attention have not been men- 
tioned before. 

There are some of them that have been mentioned. But I think they 
are so important that I would like to repeat them again. 

Under the proposed amendment, the Kelley bill, H. R. 4575 
our firm would be included under the Federal Fair Labor Stand- 
ards Act and would be forced to pay $1 per hour minimum wage. 
At the same time virtually all of our competitors would be ex- 


cluded from the act, keeping in mind that these competitors service 
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the same customers that we do and compete in the same field. 1 
honestly feel it is not the intention of this committee nor of Con- 
gress to impose such hardship on such a large number of plants 
throughout the United States. 

Please keep in mind that our business is local business and very 
little of our Suasimitig' is in the stream of interstate commerce. 

I would like to mention here about the working conditions in our 
plant because I noticed in the previous questions that you gentlemen 
have asked you are interested in what are the working conditions in 
the South. In our plants we work on a basis of 8 hours a day, 44 
hours a week, which would be 514 days. 

Now the average wage paid to our productive laundry employees 
is 69 cents an hour. The average wage paid to our dry-cleaning 
productive employees is 90 cents an hour. Of course, you realize 
there are many employees in that bracket that are making up as high 
as $1 or over and some lower to bring in that average. 

Practically all of our office employ ees, route sales personnel, super- 
visory personnel, are making of course more than a dollar per hour. 

Also on previous questions you have inquired about fringe bene- 
fits, and I would like to tell you what we are doing and without any 
compulsion on any part of the Federal Government or of labor 
unions. 

We are paying five paid holidays a year. We have a vacation 
plan where we give 1-year employees 1 week’s vacation and we give 
5-year employees 2 2 weeks’ vacation. 

‘We have hospitalization and group insurance plans where the com- 
pany pays two-thirds of the cost and the employees pay a third. 

We have a profit-sharing plan with the employees whereby we di- 
vide the profits with the employees and this is paid in the form of 
a bonus at Christmas each year. 

Incidentally, we paid out last year $64,813 in profit-sharing, which 
was a third of the profits of the company before income taxes. 

We have many other fringe benefits, such as Christmas saving clubs, 
employees loan fund, coffee and coke bars in the plant, music to the 
employees. We furnish the uniform, free laundry, and such things 
as that. 

As to the type of employees that we employ, I know you are inter- 
ested in that. 

The male employees in our plant, I would say without exception 
earn over $1 per hour. Those are the people that you would suppose 
would be supporting families and would have the burden of that 
support. 

The second type could be considered a highly skilled employee such 
as office employees, supervisory employees, sales personnel, that we 
mentioned before, and those people are paid over $1 per hour. 

Now, we have a large number of unskilled and uneducated female 
employees, and that is the bracket that is earning less than $1 an hour. 

But I would like to emphasize that this bracket in many instances 
are supplementing a family income, they are supporting themselves, 
and usually do not have the burden of supporting the whole family 
on that. 

Payroll costs in our business will run 62 percent of our dollar sales. 
Now, if we were to go in and increase in our plants to $1 an hour, this 
large number of employees that are not now covered, I have estimated 
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as closely as I could in the time that was allotted to me to prepare this 
statement, an estimate that we would have to increase our expenses 
14.6 percent, which would well, as you can see, wipe out our profit 
and put us in the losing category. 

In making this estimate, I would like to call to your attention that 
we took into consideration the people that were making, say, a dollar 
an hour who were supervising or who had higher classification jobs 
than employees making less than a dollar an hour. They would neces- 
sarily have to be raised. For instance, if you had a girl in the 
shirt unit that was making 75 cents an hour and you had an inspector, 
say, that was making a dollar an hour, if you raised the girl in the 
shirt unit to a dollar an hour, the inspector certainly would be unh: appy 
and it would be necessary that she be raised proportionately. That 
would add to our expense as you can well imagine. 

It is a known fact that when we increase prices to offset these losses 
that we run poundage out of our plans and of course that decreases 
our dollar sales. 

It would be impossible to overcome this increase by becoming more 
efficient. I say that because we now have wage incentive programs in 
the plant and we are also purchasing labor saving equipment, when 
it can be justified to accomplish this. 

At this time I would like to take up the question of how the laundry 
and dry cleaning industries differ from other industries. 

Most people think of laundries as factories of that nature. But we 
differ greatly from the retail business or from the manufacturers in 
that, as I mentioned before, we are performing a service, we do not 
sell a product, and 62 percent of our cost is consumed in payrolls, 
A very small increase in payrolls, payroll expenses, such as social 
security, unemployment compensation, is a big thing for us because 
it increases our costs tremendously. 

Another way we differ and are unusual from other businesses is 
in that. we do a lot of business that housewives do in homes and of 
course those are our competitors, Those people are in competition 
with us. When we raise the price, the housewives keep the work at 
home, and they do the work with domestic help which is not covered 
by the $1 an hour. Therefore, they can be considered to do it cheaper. 

Another way that the laundry industry suffers, and I mention this 
because I know you gentlemen are interested in including a lot of 
chain or multiple operations under this act, is by not selling the prod- 
uct. The large purchasing power of laundry interests or multiple 
operation is of little advantage as savings are so small. Total supplies 
needed to operate a domestic laundry and dry-cleaning establishment 
amount to only 10 percent cost to total dollar sales. If we could de- 
crease our supply costs 10 percent it would decrease our total expenses 
1 percent. 

If you increase the labor expense 10 percent it goes up over 6 per- 
eent. So we differ from a multiple operation and a large purchasing 
power in our business is of very little advantage. So that is one rea- 
son why I think that. we should not be considered under this amend- 
ment on the volume basis because we do not handle a commodity. 

It is a natural economic procedure that when your cost of doing 
business goes up, you naturally turn to try to increase ee. Now, 
our ability to increase prices is limited for three reasons 
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First of all, if we were taken under the act and a lot of people were 
excluded, our competitors would not feel the pressure of the increasing 
costs and would not be likely to raise their prices. 

Another one would be, as I mentioned before, the housewives who 
would keep their work at home. 

The third is that the commercial establishments, such as hospitals 
and hotels, most likely would not be covered and many of them have 
their own plants now and more of them would put them in because 
they would not be forced to pay a dollar minimum and they could 
produce it cheaper than we could. 

It is a known fact that in the laundry business when you have a 
decrease in dollar sales it becomes increasingly harder to show a profit 
because it is a volume business where your top dollars are the most 
profitable and very quickly you get into the losing bracket. 

Now, we have heard a lot previously about this fact, but I would 
not think it would be proper unless I mention the fact that we in the 
laundry business do not believe that there should be further encroach- 
ment by the Federal Government in States rights. The control 
of business not affecting interstate commerce would be left to the 
States. 

The present amendment that you have that affects laundries in the 
Fair Labor Standards Act, affects the ones that handle goods in inter- 
state commerce and excludes those that do not. Therefore, we feel 
that this amendment should stand as it is. 

In the way of conclusion, Mr. Chairman, I would like to thank 
the committee members for their consideration in allowing me to 
appear before you today. 

I feel that my testimony, though it be my statement, represents a 
very large number of firms that are in the same categories that we are. 
I would like to also say as a personal opinion that I think it is a fine 
thing for you gentlemen to not only hold these hearings up here to get 
the grassroots opinion but to go out into the areas and get the opinions 
of small operators around the country, and I understand you plan 
to have more of those in the future, and I want to compliment you 
on those. 

That concludes my statement, and I will be happy to answer any 
questions that you gentlemen have to the best of my ability. 

Mr. Ketiey. Mr. Landrum, do you have any questions? 

Mr. Lanprum. What percentage of your total employees, Mr. 
Shepherd, is in the category of so-called productive employees ? 

Mr. Suernerv. Mr. Landrum, I did not make an employee-by- 
employee count, but the industry average is in the neighborhood of 
70 percent. On the way up here in my mind I made a mental caleula- 
tion. I think ours would run about 71 percent productive employees 
that work in the plant that are making less than a dollar an hour. 

Mr. Lanprum. Your total number of employees is running between 
450 and 500, I note here; is that right? 

Mr. SuepuHerp. Yes, sir. 

Mr. Lanprum. Then you would have some 300 to 350 who are in 
the productive so-called classification that make less than a dollar an 
hour. 

Mr. Suepuerp. Seventy percent of that figure would be that 
amount; that is correct. 

Mr. Lanprum. Approximately 70 percent ? 
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Mr. SuerHerp. Yes, sir. 
Mr. Lanprum. Now, what is the reason that the laundries and dry, 
cleaning establishments have not been able to perfect or develop more 
labor-saving equipment, more efficient equipment than you now have? 

Mr. Suepuerp. In the laundry and dry-cleaning business, his- 
torically it is a low-profit industry, whether we like it or not, and there 
is not a great deal of money that can be expended for research as there 
is in other industries. ‘That is the first reason. 

And: I think the second most important reason would be the fact 
that if you could compare a laundry bundle to the manufacture of 
some machine part, the laundry bundle has many items which vary in, 
size, vary in shape, vary in texture of materials. It is practically im- 
possible in the way of automation to make a machine that would 
handle efficiently all different sizes and all different types of garments, 
It requires so many separations throughout the plant to get the 
bundle separated and get it back together and also to process it. 

Does that answer your question, Mr. Landrum ¢ 

Mr. Lanprum. It does for me. 

Now, I would propound one further question: How much percent- 
age or otherwise, however you can answer it, has your price to the 
customer increased since 1950 or 1951? 

Mr. Sueruerp. I was thinking of that last night. I do not have 
a definite figure. I would say that the price to the cee has in- 
creased, and this is a genera] statement, approximately 25 percent, 
between 20 and 25 percent. 

Mr. Lanprum. As those increases have gone into effect, has your 
poundage fallen off each time you increased it 4 

Mr. Sueruerp. Yes, sir. It is just natural inclination in our busi- 
ness, as you try to increase prices to be able to better working condi- 
tions and increase wages, immediately there is a customer resistance, 
and you begin to lose bundles and lose suits of clothes and things like 
that. 

Mr. Lanprum. Then, how long a period is required for you to re- 
capture that lost poundage, or are you able ever to recapture all of it? 

Mr. Suepuerp. Mr. Landrum, we notice an immediate decline and 
then over a period of time we notice our business has increased, but 
I think in our case it has been where the population has increased or 
you might say our expanding our business into new areas and things 
like that. I do not really believe that we ever overcome the percent- 
age from the same number of customers as the price goes up or as it 
has gone up. 

Mr. Lanprum. How much poundage could you lose from your 
present volume without eliminating a substantial portion of your so- 
called productive employees 4 

Mr. Sueruerp. Would you mind asking that again ? 

Mr. Lanprum. Suppose you have to increase your prices ; suppose 
you must come under this act and as a result thereof you increase your 
customer prices? 

Mr. Suepuerp. Yes. 

Mr. Lanprum. You increase your service prices? 

Mr. SuHepHerp. Yes. 

Mr. Lanprum. You say you are going to lose some volume? 
Mr. SHeruerp. Yes. 
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Mr. LanpruM. That has been your past experience / 

Mr. SHEPHERD. Yes. 

Mr. Lanprum. How much volume loss do you think you can absorb 
without having to lay off employees? 

Mr. Suepuerp. I cannot give you anything but a general statement 
along that line. But I would say again that if we were forced to in- 

crease our prices and our other competitors were not, it would be a 
substantial loss, and you can tell from our profit figure of the net profit 
before and after taxes that very small margin of loss in volume that 
we would be in a very bad financial condition. 

Mr. Lanprum. Let us see if we can reach a hypothetical figure. 
You understand we are generalizing. 

Mr. SHEPHERD. Yes, sir. 

Mr. Lanprum. Suppose you increased your prices, and as a result 
thereof experienced an immediate decline of 10 percent in your pound- 
age volume. Would you be forced to lay off 10, 15, 20, or 25 of your 
so-called nonskilled workers, or how many do you think? 

Mr. Suerrarp. I would say because of the nature of our business 
being so largely payroll, as we mentioned 62 percent, if you lost 10 
percent of your poundage, a great maajonsty of that loss in volume 
would be represented in payroll or number of employees, as you men- 


tioned. It certainly would. Now of course you have an increase in 
revenue because of the increase in price but that immediately goes back 
to the paying the employees which is causing the increase, so you 
would net no benefit from it and you can only lose volume and lose 
employees. 

Mr. Lanprum. And the end result would be loss in employees. 


Mr. Suerparp. Yes, sir. 

Mr. LANpruM. For those who are now supporting a family income. 

Mr. Surrparp, That is true, very definitely so. 

Mr. Lanprum. In conclusion, we are pushed for time and I apolo- 
gize for using this much time, but in conclusion, I must compliment 
vou, Mr. Sheppard, on the concise and informative statement you 
have presented to us. 

Mr. Suepparp. Thank you. 

Mr. Lanprum. And I could not close without telling you that we 
here in the Congress from other sections of the country have great 
admiration for this youngster, Jack Brooks, you sent up here. 

Mr. Sreprarv. We think a lot of him down in our section of the 
country, Mr. Landrum, too. 

Mr. Horr. I, too, appreciate your coming up, Mr. Sheppard, be- 
cause you straightened out some testimony we had down in New Or- 
leans on this matter. It is very fine that a businessman such as your- 
self would take the time out to come to Washington, D. C., to give us 
the benefit of your remarks. I appreciate the brevity of your state- 
ment in answering these questions. 

You mentioned a wage incentive plan on page 5 and you also mer- 
tioned profit-sharing pl: in. How long has your profit-sharing plan 
been in ae ation ? 

Mr. Sueprarp. Our profit-sharing plan has been in operation quite 
a few years, I would say in excess of 7 years, Just exactly when it was 
started. 

Mr. Hour. What has been your wage history since about 1949? 
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Mr. Suepparp. Our wages have been increased about 40 percent 
since 1949. I would say between 35 and 40 percent. 

Mr. Horr. What is your total volume again ? 

Mr. Suepparp. Around $2 million. 

Mr. Hour. What is this wage incentive plan ? 

Mr. Suepparp. Let me go back and state that. I have already ex- 
plained the history of our business in that our ability to raise prices 
to help increase wages is limited. But by a wage incentive plan 
whereby we can take an employee that is industrious and pay them 
on an incentive plan, they do make more per hour and also work less 
number of hours per week for the same money, Mr. Holt. 

Mr. Hour. What about these other smaller firms that you are in 
competition with or the ones you have observed? How do their em- 
ployees fair compared to yours? Do they make as much money or do 
they have these profit-sharing plans? 

Mr. Srepuerp. I would like to qualify my statement, Mr. Holt, 
saying this is a personal observation with no detail. 

Mr. Horr. I understand that. 

Mr. SuepuHerRp. And generally speaking, I am of the impression and 
T think it is correct, that the larger firms would be termed more suc- 

cessful firms and they also do more for their employees in the way of 
fringe benefits and incentive plans. I think you find a lot more incen- 
tive plans and fringe benefits in larger plants and, incidentally, those 
would be the plants that would be included under the act and also the 
plants that are not doing as much for the employees would be excluded. 

Mr. Hotr. Something that has concerned me, as I know in all busi- 
nesses, it is true, and we have had it mentioned before in the laundry 
business, is that in the future you are going to have to decentralize 
your operations to a very great degree and it has worried me that this 
legislation might hinder you in doing that. Isthat true in the laundry 
business in your particular section of the countr y that you would have 
to expand with smaller outlets ? 

Mr. Suepnerv. The large laundry’s operations finds it increasingly 
harder to be successful. The trend in our industry is in dee entraliza- 
tion into small plants, scattered out through the neighborhood to give 
fast, quick service. Of course these large industries are all employing 
a lot of people. The large laundries are employing a lot of persons, 
and some of them would not be able to do that and have already been 
forced out of business and will in the future be forced out of business. 
And further legislation or further restrictions, Government restric- 
tions, would make it that much harder for them to exist or become 
successful to make more jobs for more people. 

Mr. Horr. What about the equipment? Is the equipment replacing 
more people or has it enabled you to expand or bring in more em- 
ployees ? 

I notice one of the exhibits here recently over at the Armory, they 
had new equipment for the laundry business. Just how is this affect- 
ing your business? What kind of equipment is it? Or what do you 
foresee in the future ? + 

Mr. SHepPuerD. In the equipment line in the retail business, we have 
made some advancements. It has been slow as I have already ex- 
pressed. Now where you are handling a standard product such as 
in the industrial or linen supply field, they have been able to become 
more efficient due to automation than they have in the retail business 
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because the articles that they handle are standard in nature and they 
have had a lot more help, you might say, than the retail laundry and 
dry-cleaning field for that one reason. 

Mr. Horr. Mr. Landrum went into an assumption with you about 
these so-called unskilled employees that you hire. You mentioned that 
they usually were supplementing the income of the family. How 
many employees are there of the so-called unskilled classification ? 

Mr. Surepnerp. There are about 70 percent of our employees who 
would be termed productive and it represents a very large part of the 
employment and at the same time I would like to mention, of course, 
that accounts for the large increase in our cost. 

Mr. Hour. They participate in your profit-sharing plans; do they 
not ¢ 

Mr. Sureuerpd. That is true, and, Mr. Holt, I can inject here we are 
not proud of the fact that the laundry business is historically a low- 
wage industry. We constantly fight against that. We know it. In 
every way possible we try to improve conditions without being forced 
to do so. 

Mr. Hour. I noticed in a survey that somebody gave the committee 
before that the prices of wages do vary from region to region. That 
is one of the reasons that concerned me of putting everybody under one 
law, because you charge different prices. 

Say, in Los Angeles wages are higher and it costs more to get your 
laundry done than it does in your “section of the country, and it is 
cheaper in other places down South than it is in your section. It does 
concern me somewhat. I want to say, too, I appreciate } your coming 
up and I am very pleased that you came here today, and I, too, on the 
other side of the aisle, want to pay a compliment to our good friend, 
Jack Brooks, for infor ming our committee of your willingness to come 
up here now. He is well thought of on our side of the “aisle, too. 

Mr. SuHeruerp. Thank you. 

Mr. Keuiey. Mr. Griffin. 

Mr. Grirrrn. I think most of the things I had to cover have been 
covered. I will pass. 

I might say I have enjoyed the testimony, 

Mr. Exziorr. Mr. Brooks, do you have any questions you want to 
ask ¢ 

Mr. Brooxs. No questions. 

I want to thank you again for the courtesy, Mr. Chairman. 

Mr. Kexiry. I want to say we appreciate Mr. Shepherd’s coming 
here. You introduced him as a friend of yours. Anyone who is a 
friend of yours is a friend of ours. 

I want to say, Mr. Shepherd, we are very, very proud of your Con- 
gressman. He has quite a great deal of prestige around these parts. 

Mr. Lanprum. Would the chairman permit me one further question ? 

Mr. Ketiery. Certainly. 

Mr. Lanprvum. I have the feeling that one of Mr. Holt’s questions, 
at least I got a different interpre tation on it. I believe the committee 
would like to have an answer, if you can give it to the question I 
thought he propounded : What percentage of these nonproductive 
employees, you say 70 percent of your total employment 

Mr. Suepuerp. Yes, sir. 
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Mr. Lanprum. What percentage of that number are not the head 
of a household and are working there with their income supplement- 
ing the main family provider ? 

Mr. Sueruerp. I have expressed before, Mr. Landrum, that the 
male employees, almost without exception are making over a dollar 
an hour. 

Mr. Lanprum. I understood that, sir. 

Mr. Sueruerv. That the productive employees that would be 
covered under the act in the female category, the unskilled category, 
are the ones. Now, as to the percentage, that is a very large per- 
centage because our number of employees is predominantly women 
employees. 

Does that answer your question / 

Mr. Lanprum. So most of that category of employees are just 
adding to the income that the husband or father or brother is pro- 
viding. 

Mr. Sueruerp. I would think so, or supporting themselves entirely. 

Mr. Lanprum. Or supporting themselves with no other obligation 
except themselves. 

Mr. Suepnerp. Yes. 

Mr. Lanprum. All right. Thank you. 

Excuse me, Mr. Chairman. 

Mr. Keuiey. Thank you again, Mr. Shepherd. We are very glad 
that you came today. 

Mr. Sueruerp. Thank you, Mr. Kelley. | certainly appreciate the 
opportunity of being here. 

Mr. Ketter. Mr. Bromley, you may take the witness stand. 


STATEMENT OF WILLARD S. BROMLEY, EXECUTIVE SECRETARY, 
AMERICAN PULPWOOD ASSOCIATION, ACCOMPANIED BY PEYTON 
D. BRECKENRIDGE, FROM GEORGIA, RUSSELL WATSON, FROM 
MICHIGAN, CLARK J. HUBLER, FROM PENNSYLVANIA, GEORGE 
D. CARLISLE, FROM MAINE, AND MICHEL B. WEIR, ATTORNEY, 
AMERICAN PULPWOOD ASSOCIATION 


Mr. Bromuey. Mr. Chairman, we have a few panel members. 

Mr. Keuiey. All right, let them be seated around there. 

Mr. Bromuey. We have a few slides that would illustrate our point 
better on the screen. 

Mr. Ketxiey. Did you say that was a screen / 

Mr. Bromiry. Yes. I can move down by it in a few minutes. 

Mr. Ketter. Do you want to show films ¢ 

Mr. Bromuey. Yes, sir; slides, if I may. 

Mr. Keuxiey. That is all right. You may proceed. 

Mr. Bromiry. May I introduce the men accompanying me and 
available for any questions later: Mr. Breckenridge, from Georgia, 
Mr. Watson from Michigan, Mr. Hubler from Pennsylvania, Mr. 
Carlisle from Maine, and Mr. Weir, our attorney for the American 
Pulpwood Association from New York City, and of course, I am 
from New York City. 

Mr. Lanprum. Mr. Chairman, before you start, will you permit 
the record to show that Mr. Breckenridge is from the district of our 
friend E. L. Forrester. 
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Mr. Keiiry. Yes. 

You might also make a statement as to the district from which 
these other men come and as to whom the C ongressmen are. They 
would be in a better position to provide that. 

Mr. Bromiry. We will do so at the completion of this testimony 
so that it is in the record, if it is all right, Mr. Chairman. 

Mr. Keviey. You will do what? 

Mr. Bromiey. We will see that it does get in the record. 

Mr. Keniry. All right. That may be in the record. That will be 
all right. 

(Infor mation referred to follows :) 

Mr. Peyton D. Breckenridge is represented by Hon. E. L. For- 
rester, of Leesburg, Third District. Ga.: 

Mr. Russell Watson is represented by Hon. Victor A. Knox, of 
Sault Ste. Marie, 11th District, Mich. ; 

Mr. Clark J. Hubler, represented by Hon. James E. Van Zandt, 
of Altoona, 20th District, Pa.; and 

Mr. George D. Carlisle is represented by Hon. Clifford G. McIntire, 
of Perham, Third District, Maine. 

Mr. Bromuiey. My name is Willard S. Bromley. I am appearing 
here as executive secretary of the American Pulpwood Association 
and speaking as a representative of the Pulpwood Industry as a 
whole. The association address is 220 East 42d Street, New York 
City. This organization is composed of 141 pulpwood produc er and 
dealer members that represent all sizes and types of pulpwood oper: 
tions. Our membership also includes 59 consumer companies, and 
100 subscriber members directly concerned with the growing and 
harvesting of pulpwood in all forest regions of this country. 

Mr. (¢ ‘hairman, our group is the only national organization that 
represents and is concerned primarily with the growing and harvest- 
ing of pulpwood. 

There are many State foresters, many State timber producer asso- 
ciations throughout the country that are also very much concerned 
with the growing and harvesting of pulpwood and other forest 
products. 

And I happen to have been an observer down in New Orleans and 
I saw some of them. I would like to explain that out of those 9 men 
only 1 member was there of the American Pulpwood Association. 

The group down there expressed primarily the 12-man exemption 
and employee definition, where today we wish to hit on the importance 
of the 12-man and seasonal exemptions to the entire Nation and not 
just to the Southwest where that hearing was held, and we would also 
like to bring to your attention the need for a better definition of the 
term “employee” in the Fair Labor Standards Act. 

My personal experience with forestry and logging work covers 
more than 25 years. For 8 years of this period I used my technical 
training asa forester in public employment. For more than 9 years 
I was actively engaged in private pulpwood logging and forestry 
operations in northern Michigan. During the past 714 years I have 
been with the American P ulpwood Association. 

When I produced pulpwood on my own small operation, the older 
men told me that it had been the practice for several generations for 
the sawmills and the pulp mills of that region to obtain the major 
portion of their logs and pulpwood from independent logging con- 
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tractors or producers. Since then I have learned that that has been 
the practice in all forest regions. 

Today, east of the Rocky Mountains, most all forested areas have 
been cut over once % won many portions have been cut to various degrees, 
as many as 6 or 7 times. This sporadic series of cuttings, coupled 
with a subdividing of ownership many times has resulted in the for- 
ests of today being a patchwork of many small woodlots or small 
forests. 

Indeed, the owners of farm woodlots and small forests number over 
4,500,000 and their average holding is less than 100 acres, as you can 
see in figures on table 1, figure 1, and table 4 of ch: apter IV—D of the 
preliminary draft of the United States Forest Service Timber Re- 
source Review. They are reproduced on the following three pages 
of this statement. We trust that they may be incorporated in the 
record. 

Mr. Ketter. Without objection they may be incorporated in the 
record. 

(Information referred to follows:) 


TABLE 1.—Ownership of commercial forest land, by section, 19538 (United States 
and coastal Alaska) 


All sections | 
wal i Coastal 
North South West | Alaska 
Type of ownership Area /|Propor-| (thou- (thou- (thou- | (thou- 
(thou- tion | sand sand sand | sand 
sand (per- acres) acres) acres) | acres) 
acres) cent) | | 





Private: 
Forest industries: | 
Lumber manufacturer - - i 34, 687 | F 3,955 | 18,517 eh Seta 
Pulp manufacturer | 23,276 | .8| 9,224 12, 188 | 1, 864 | 
Other wood manufacturer - . , 419 9] 924 2, 818 | 677 
Total. = 12, 382 | ’ 14, 103 33, 523 14, 756 | 
Farm niece «dition mints . 217 | 61, 394 | 90, 143 13, 680 |-- 
Other private.- 4 Siva , 670 | 6, 118 | 52,943 ll, 590 | 





Total all private _-_-_--- ae 35 269 73. 3 615 176, 609 026 | 


Public: 
National forest ae aie 7 e 34, 759 | , 282 10, 372 10, 660 
Indian ! ibebsheded 3, 965 ; , 488 117 5, 340 
Bureau of Land Management Weck stich 5, 298 | - 72 154 5, 287 | 
Other Federal -. --- Be Sea 5, 102 , 252 3, 553 297 | 

Total Federal ane 3,124 | 21. 3,094 | 14,196 , 584 | 
State. earls ina diese eas 9, 169 3. 2, 546 | 1, 857 4, 766 
County.- ; : , 048 siecle al nein J 
Municipal and local » 1S 626 635 | 





Total all public 30,340 | 26.7] 32,426 | 16,679} 76, 85, 


All ownerships , 6 K "100.0 ~ 174, 041 193,288 | 117,011 











1 Because of different definitions of commercial forest lands, figures for these ownerships may vary from 
published figures of the public agencies concerned. 


Source of information: P. 5, ch. IV-D, preliminary review draft, U. S. Forest Service timber resource 
review. 
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FicurE 1.—Ownership of commercial forest land by type of ownership and 
section 1953. 









Source of information: P. 6, ch. IV-D, preliminary review draft, U. S. Forest Service timber-resource 
review. 





TABLE 4.—Number of private ownerships of commercial forest land, by type of 
ownership and section, 1953 (United States and coastal Alaska) 








| | 


















oa 
Type of ownership | All sections North South | West | Coastal 
| | Alaska 
ae ee - ~-- ee Pont --s-. eae —-— — — 
Forest industries: | | 
Lumber manufacturer---- ‘ 21, 284 | 8, 053 | 11, 170 | ROO fect. 
Pulp manufacturer - 159 | 69 | 62 | 28 
Other wood manufacturer - - 2, 009 | 705 973 | 331 | -- 
Total... ais 23, 452 8, 827 | 12, 205 | 2,420 | _- ‘ 
RS tn Said os bebace | 3, 382, 502 1, 928, 752 | 1, 389, 804 | 63, 946 Tr palit d ee 
Other private___...--- : 1, 104, 773 616, 383 | 425, 152 | 62, 952 | 286 
Total, all private. ...... 4, 510, 727 2, 553, 962 1, 827, 161 | 129, 318 286 


| 





| 





Source of information: P. 11, ch. IV-D, Preliminary Draft, Timber Resource Review of U. S. Forest 
Service. 
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Mr. Bromuey. We will have these tables on the screen, Mr. Chair- 
man. 

May we have the lights out? Fine. I think that will help. 

Now, on table 1, which you have in the statement but which I want 
to point out quickly, there is a most significant feature that only 4.8 
percent of all commercial forest in the United States is owned by 
pulp and paper manufacturers. 

You can see. The figures are right here. Your pulp manufacturer 
ownership is 4.8 percent out of the total ownership of commercial 
forest land in the United States. 

In figure 1 you can see graphically this same information that 

“farm” and “other private” have by far the largest share of all com- 
mercial forest land in this country; indeed, it is about five-sixths of all 
private ow nership. 

Here is “farm,” here is “other private” and you can see the position 
of “pulp manufacturer” in relation to ownership of all commercial 
forest land in the United States. 

Now, I do recall reading newspaper accounts after the New Orleans 
hearing that referred to ‘confusion about who owns the commercial 
forest land of the United States. The facts which are being pre- 
sented in this statement should help clear that up without any ques- 
tion, and all of these figures and this graph itself are taken right out 
of page 6 of the preliminary draft of the United States Forest Service 
T. R. R. report being printed and going to be issued in the very near 
future. In other words, I do not know of any more authentic source 
of information that we can give you on the ownership of commercial 
land of the United States. 

Mr. Lanprum. Let us have an explanation of your two long lines 
again. 

“Other private.” What is the other one above that ? 

Mr. Bromuey. “Farm.” 

Mr. Lanprum. “Farm”? 

Mr. Bromiey. “Lumber Manufacturer” on top, “Pulp Manufae- 
turer, Other Wood Manufacturer,” that is all industrial. Then comes 
“farm” which is the largest class of ownership in the United States. 

Next is “Other private,” which includes mostly small owners. There 
are over a million of them. 

Mr. Lanprum. Do you have any statistics to show the average size 
of the farm comprising that farm ownership 

Mr. Bromuiey. We have figures on the total number of owners and 
one can easily compute average size—for instance, if you take “farm” 
and “other private” together, the 2 largest ownerships, there are 414 
million owners, and that divided into that total acreage gives the 
average size ownership of less than 100 acres. And I can explain it 
further by saying the average farm ownership of forest land is under 
100 acres, whereas the average other private ownership is slightly over 
100 acres. But the 2 combined still give the average ownership to be 
under 100 acres. And the important point here is that the largest 
share amounts to five-sixths of all private ownership and is in the 
farm and other private classes. 

I was talking about other private. There are 1,100,000 separate 
ownerships in the other private and 3,382,000 in “farm,” the total of 
all private ownership combined is 414 million ownerships separate 
from the industrial. 
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Mr, Warp. Mr. Chairman, may I ask the witness a question ? 
What is the latest date on these figures? How recent are they? 
Mr. Bromury. These figures are 1953. They are the latest figures 

ihat the United States Forest Service has issued that I know of. 

Mr. Warp. Is it not a fact that since 1953 the public companies and 
the various companies have been buying all the land as fast as they 
could and land has almost gotten out of reach in most of your Southern 
States that I know of for a fact. 

Mr. Bromiry. There has been strong interest in trying to get more 
land on the part of pulp and paper companies close to the mills, but 
the combined acreage is still relatively insignificant compared to the 
national and regional picture and the shifting of ownership is not 
so much a fact of farm land going into pulp and paper ownership. 
What you have is more integration, and utilization of sawmill waste 
from the sawmills. So there has been a tendency recently for saw- 
mills to sell forest land to pulp and paper companies and for these 
industries to be closely integrated. 

Now so what you have is a shift more within the forest industry 
itself of land. After all the lumber manufacturers alone own more 
land in the South than the pulp and paper companies. So you will 
find as a result of some of this shift of ownership that that land is 
shifting in the pulp and paper company oot That is true. 
And any other large blocks of forest land that might be available, 
the largest size will be shifted. But so far as any large-scale shifting 
from farm ownership and other private ownership I would say the 
shift is relatively small compared to the industrial shift. 

Mr. Lanprum. So, Mr. Bromley, according to your statement the 
publicity given to the acquisition of large tracts of lands by corporate 
entities has presented a distorted picture of what the real ownership 
is. Isthat correct ? 

Mr. Bromiry. Absolutely. I think it is a distorted picture as to 
what is taking place when you look at it from the relative point of 
view. It is just a shift within mostly the industrial lands of owner- 
ship. Of course when there is a big sale and big figures of acreage and 

lot of dollar value in it that some people know about it, is not 
surprising. 

Mr. LanprumM. But it is true that large acres have been acquired by 
corporate manufacturer interests. 

Mr. Bromiery. Yes, I would say so, after all, our industry has been 
advancing and expanding for some 10 years now. And these figures 
are only about 3 years old now. 

Mr. Lanprum. You tell us according to the statistics that you had 
from the United States Forest Service that the greatest percentage of 
ownership still lies in the individual farm owne rship. 

Mr. Bromury. There is no question about it, sir. 

Mr. Warp. Mr. Chairman. 

Would you not agree with me that the greatest growth in acquisi- 
tion of land by your corpor ation and your pulp company have taken 
place in the last 3 years ¢ 

Mr. Bromiry. Oh, no, sir. That has been going on for 10 to 20 
vears. You could check these men who come from all forest regions 
and some from the South. These acquisitions of land take place in 
most cases before the pulp mill is built. Any pulp mill today that is 
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established in a forest area without some forest land is taking a very 
precarious position. They must have some land reasonably close to 
the mill as a form of insurance, and some of them buy the land pri- 
marily to demonstrate better forestry practices. But they also do get 
it as a form of insurance. 

Table 4 shows that the “Other private” ownership is made up of 
more than a million small owners. These, combined with the farm 
owners, own at least 80 percent of all private forest Jands. _The small] 
owner had this land long before the pulp mills were built. When 
pulp mills want wood they must, of necessity, buy it from the farmers 
and small owners. This is the pattern under which pulpwood igs 
procured to keep the pulp mills of this country operating. 

It developed as a natural result from the manner in which the farm 
and forest lands were distributed from the public domain to the 
pioneer settlers and farmers of each forest region. That is true now 
and is likely to be the case indefinitely in the future. 

As the pulp and paper industry has expanded in the past, most 
companies have attempted to acquire some of the forest lands close 
to their mills to demonstrate good forestry practices and as a form 
of insurance to guarantee a small portion of their total needs being 
readily available. Since it is time-consuming and expensive to locate, 
examine, and purchase scattered forest lands, this program will be 
limited in scope. 

Since most pulpwood, of necessity, comes from these scattered small 
woodlots, work crews of pulpwood operations are characteristically 
small. The typical pulpwood producer has a truck or 2 and 1 or 2 
power or handsaws. Very likely he engages in pulpwood produc- 
tion only part of the year, and the balance of the time in farming, 
truck hauling, roadwork, or in other activities of a seasonal nature. 

Even on a full-time basis an average producer harvests only about 
1,000 cords with 1 truck and a few men. With 2 or 3 trucks he may 
employ an average of 8 to 12 men during the year and produce about 
3,000 cords. At best, his gross receipts amount to about $60,000 
annually, 

This typical 1 to 3 truck operation in pulpwood production was 
traditional, long before any of us heard of the Fair Labor Standards 
Act. When that act was passed in 1938, forestry and logging opera- 
tions were not exempt as such. Pulpwood producers and small log- 
ying and forestry operators immediately ran into difficulties as the 
Vage and Hour Division began to apply this factory-type law with 
its detailed recordkeeping requirements to these numerous small, scat- 
tered operations. 

I believe you will have a better appreciation of these difficulties if 
I illustrate a few of the conditions which made the Fair Labor Stand- 
ards Act unworkable for our small woods and forestry operations and 
which resulted in our industry getting two partial exemptions from 
its provisions. 

Forestry and logging exemption: A most important exemption from 
the minimum wage and overtime provisions of the FLSA for em- 
ployers of 12 men or less is provided by section 13 (a) (15), which 
was added to the act by Congress in 1949. After more than 10 years 
of small woods producers honestly trying to apply the act to their 
operations, Congress recognized the complete impracticability of these 
small operators complying with its recordkeeping provisions due to 
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conditions which can best be illustrated by a few more slides which I 
would like, with your permission, to project on a screen. 

First, our first view is of a typical crew of Northeast pulpwood 
workers going to work to start cutting on a new operation. There 
may be from 1 to 5 men in this car. A few more may be going to 
work on a truck, a tractor, or by horse to another site to skid and load 
pulpwood. The producer or employer may be going to a third place 
to order a railroad car to be loaded with pulpwood. He usually does 
not know when his men start working nor when they quit. The only 
evidence he has that his men have worked is the number of trees cut, 
peeled, skidded, or loaded. ee TNE 

No 2: This view of a northeastern farmer skidding a tree in his 
woodlot, his neighbor’s, or on a small patch of timber he bought to 

rovide work for the winter is shown to stress the point that a major 
share of all pulpwood consumed comes from farmers’ woodlots and 
small, scattered blocks of timber that can be operated efficiently only 
with small crews. Many are hired by producers who farm in the 
summer and produce pulpwood and do other part-time work during 
the balance of the year. 

No. 3: Here is a pulpwood worker felling a southern pine tree. 
Men usually work alone; but even if a 2- or 3-man crew is used, felling 
crews must work at least 60 to 100 feet and preferably 200 feet apart 
for safety sake. There may be a half dozen cutters working on this 
job within a few hundred feet of each other or spread out over a mile 
ormore. 

Mr. Chairman, we would like, as you look at this picture, for you to 
visualize how any small producer could afford to keep time records 
as to when these cutters start or stop working, at the beginning of 
the day or at the end of the day, or at any time during the day. 

Here is another cutter felling hardwood timber, typical of Penn- 
sylvania. Please note that the trees to be felled on this job are marked 
weeks or months ahead of felling. Since most all cutters own their 
own tools or saws, they go right to work on the trees or areas marked 
for felling whenever they reach the job. 

In this particular picture, you will see the tree is marked at breast 
high and stump high. It is the standard practice on all selective log- 
ging and all thinning operations. That means after the tree is felled 
the producer or landowner has a record on the ground to show that 
tree was cut in accordance with the marking. 

If the trees are not marked individually, that way they are usually 
marked by a cutting strip blazed through the woods or areas desig- 
nated by the producer or forester who handles that phase of the work 
and the trees are felled in accordance with that type of area marking. 

5. After trees are felled, they must be limbed with an ax as this 
view shows. Work like this has been done on a piecework basis for 
many generations since it is the only practical basis on which to make 
payment. 

6. The next operation is performed with a saw, usually a power 
saw, and is referred to as “bucking.” It consists of cutting the tree 
into specific lengths for pulpwood. In the South, that may be 63 
inches ; in the Northeast, 48 inches; and in the Lake States, 100 inches; 
and in the Northwest, it is 98 inches. 
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7. In some regions, such as the Northeast where this view was taken, 
pulpwood is piled. It is easier to find and to load onto sleighs or 
trucks when piled. This piled wood is measured in terms of cords—— 

Mr. Lanprum. As a matter of information, what reason is there 
for the difference in lengths as to sections? 

Mr. Bromury. There is a historical record here that starts roughly 
like this: Some of the earliest pulp and paper manufacturing mills 
were established in the Northeast and some of those first mills had 
grinding stones that were exactly 48 inches in width. So that started 
the 48-inch length of wood in the East. 

Mr. Lanprvum. I see. 

Mr. Bromury. And it was also a size that was handy. A man 
could pick up a piece of pulpwood and load it on a sled. Which 
was most important I do not know. But those two factors were 
much related and also in the Northeast short lengths were useful in 
driving wood down the small streams, and river transportation of 
wood was extremely important when pulp making first started in this 
country. In the South, therefore, and in all the other regions, the 
influence of the 48-inch length was extremely strong even though they 
no longer used the grinding stone. 

This piled wood is measured in terms of cords, a unit of measure 
4 by 4 by 8 feet of piled wood to provide a basis for paying the man 
or men who did the felling, limbing, bucking, and piling. This pay- 
ment may include a skidding operation where horses or small tractors 
are used to pull tree- length sticks from the woods to a road or rail 
side where they are bucked and piled. 

8. To the average producer, the pulpwood logging operation is 
completed when the wood is unloaded onto railroad cars, as you see 
here, or in the yard of a dealer or pulp mill and the pulpwood is paid 
for by the cord or by the ton. 

These views illustrate that the conditions of work imposed by nature 
on our industry make compliance with the recordkeeping provisions 
of the act impractical if not impossible. A timecard is meaningless 
when an employer does not and cannot know when his employees go 
to work, when they rest, sleep, fish, or hunt on the job in the woods if 
they feel so inclined; nor when they quit and go home. Pulpwood 
producers, dealers, and other forestry and logging operators found 
it impossible to comply with an act which called for recordkeeping 
requirements of this nature and so were often charged with violations 
which they were unable to avoid. No one wanted to break the law 
but they found compliance was physically impossible. 

The production of pulpwood, like farming, cannot be conducted on 
the basis of a regularly scheduled workweek of 40 hours or even a day 
of 8 hours. Many of the available workmen cut pulpwood as a means 
of supplementing their regular earnings. Therefore they may work 
part time and at times most convenient to themselves. 

Congress recognized the unfairness of this situation, and clearly 
felt that the Wage and Hour Division could not and should not force 
these rec ordkeeping requirements on these small producers who did 
not and could not pay their workers on an hourly basis. 

Incidentally, Mr. Chairman, I had considerable experience with that 
act myself. It was before we had the 12-man exemption, because I 
had anywhere from 5 to 15 men on my own pulpwood operation, so I 
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had experience in trying to keep timecards, so I know exactly what 
I am talking about in this respect. 

This resulted in the enactment of a partial exemption for logging 
and forestry operations employing 12 men or less. 

A 12-man operation is close to an economic break even point. Where 
substantially more than 12 men are needed, a small producer can 
afford to spend all his time on the job in the woods and hire someone 
else to keep records, sell his products, order railroad cars, replace 
workers, and the like, or follow the other alternative of hiring a fore- 
man or woods boss to run the woods and loading end while he does these 
other jobs. “ye 

A 12-man exemption is, in fact, a bare minimum. It is only on 
consicerably larger operations that compliance with the record- 
keeping requirements of the act becomes economically or physically 
feasible. We are not asking Congress at this time to raise this limi- 
tation to a more reasonable figure of 20 or 25 employees, but we wish 
to stress that there is ample justification for doing so. 

In the case of the producer employing 12 men or fewer, if you elimi- 
nate the 12-man exemption, the employer will be forced to keep a 
record of time worked and pay people on that basis. With persons 
working alone or in groups of two or three, over widely separated 
areas of supervision and recordkeeping in the factory sense is, of 
course, utterly impractical. The best that could be done is to hire 
someone continuously to tour the area in which work is being per- 
formed to try to keep track of whether or not individuals are working 
and if so, how long. This will not produce accurate records, and I 
would like to point out, Mr. Chairman, it cannot produce accurate 
records even with large sized crews, but they might be deemed to be 
acceptable. 

What it will produce, even assuming you pay a supervisor no more 
than you pay the workers, is extra unproductive cost ranging from 
814 percent in the case of a 12-man crew to 20 percent in the case of an 
even smaller operation of only 5 men. Any such degree of imposed 
nonproductive cost is, of course, gross discrimination against the 
small pulpwood producer whose large competitor has no such per- 
centage of unproductive overhead. 

A typical small producer with 8 to 12 employees will not produce 
much over 3,000 cords of pulpwood and other forest products per 
year, and that at best will amount to about a $60,000 business. This 
is infinitely less than the $500,000 to $1 million limitations cited by 
various proposals before Congress marking the limit of small business 
in other fields to which Congress has now been asked to extend the 
coverage of the act. Even organized labor has stressed that coverage 
in these fields should be extended only to large and prosperous firms. 

In the recent hearings on this legislation that were held in New 
Orleans, Mr. Bussie, a representative of the AFL-CIO labor council 
claimed that most forest land was owned by pulp and paper companies 
or controlled under leases and timber rights. We have in table 1 
and figure 1 of this statement pointed out that less than 5 percent of 
all commercial forest land is owned by these companies. 

Mr. Chairman, while you were not in the room, we showed that 
table, but it is in the statement, and we showed all the figures that 
make it evident that five-sixths of all private commercial forest land 
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in the United States is owned by farmers and other private, according 
to the figures of the United States Forest Service. 

Mr. Ketiry. Now the point is raised that if these small independent 
operators, Are they actually operating themselves or are they under 
contract to a larger corporation of some kind, a company ¢ 

Mr. Bromtey. Major share of them, the majority of them are work- 
ing as producers. They buy the wood in one way or another and they 
sell the wood to whatever pulpwood dealer is close to them or the one 
they want to deal with, so I would not classify them as contractors 
because the contractor in our business is ordinarily a man that is 
hired for services, a logging contractor, he is paid so much a cord to 
merely cut, skid, load, and haul trees. He is a contractor. Some 
producers operate that way. But the majority buy the wood, they cut 
their own wood lots or they cut their neighbor’s wood lots. They pay 
for the stumpage and they deliver the wood completely as a small- 
business proposition. 

Mr. Ketiry. You say now about less than 5 percent; so more than 
95 percent of pulpwood producers are of that type, the independent 
operator. 

Mr. Bromtey. I have. 

Mr. Ketury. He is not under contract. He is not under a contract 
with a large company or corporation. 

Mr. Bromiery. Sir, I said that 5 percent of all the commercial forest 
land is owned by pulp and paper companies. 

Mr. Keuiry. That is right. Ninety-five percent would be owned by 
small operators. 

Mr. Bromury. Just the land is owned by other than pulp and paper 
companies. Now the question you are raising as to the source of 
pulpwood I will bring up in a few minutes and if I have not answered 
your question then maybe we could take another try at it. 

Mr. Keuiey. Go ahead. 

Mr. Bromiey. We will show table 2 now. 

We would now like to introduce into the record table 2 with your 
permission. 

Mr. Keuiey. All right, it may be put in the record at this time. 
(Information referred to follows :) 


Taste 2.—Area of forest land in United States and area leased by pulp and 
paper companies, 1952 






| 





Commercial forest land 








Region Areas leased by pulp and 





Total paper companies 





Acres 3 Percent 











Private: | 
North__- 141, 615, 000 401, 891 0.3 
South . , > ..-| 176, 609, 000 1, 507, 874 9 
West and coastal Alaska 40, 045, 000 119, 588 3 
Total private aimee — . 358, 269, 000 2, 029, 353 6 
Total all public | 130, 340, 000 
All ownerships-__- . 488, 609, 000 2, 029, 353 | .4 





ee - — 





Sources of information: 
1 Timber Resource Review, U.S. Forest Service 
2 American Paper and Pulp Association. 
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Mr. Bromuey. In table 2 the facts on leasing are presented. 

Mr. Bussie said the land was either all owned by pulp and paper 
companies or it was leased and under timber rights. We have here the 
best figures that we could obtain to cover this element of area leased 
and we have it by regions and of course it is evident that in the South 
more land is leased and with the timber rights than any other region of 
the United States. 

But so far as the total commercial forest land of the United States 
is concerned, it amounts to less than one-half of 1 percent so that it is 
not a significant figure. 

It is naturally important wherever it takes place in the areas in the 
counties where that may be found. But it is certainly not a significant 
feature either on a regional or a national basis. 

And these ownership figures are obtained from the timber resource 
review of the United States Forest Service and the acreage figures on 
leasing are obtained from the American Paper & Pulp Association 
as of 1952 which is the only study I know of which was ever made to 
get figures on leasing. 

Mr. Keniry. Then the great percentage of pulpwood producers are 
not controlled at all in any way. 

Mr. Bromury. They are not controlled in any way. 

Mr. Keuiry. By a larger company. 

Mr. BroMery. ‘Absolutely, sir. 

Mr. Breckenrince. Bill, this seems to be an important point. May 
I interject ? 

Mr. Grirrrx. Speak up louder, please. 

Mr. Brecxenripce. I purchase wood from the pulpwood produc- 
ers. About the only way that I can succeed in getting it is to have a 
more convenient loading place or possibly offer a better price than 
somebody else would have. The men I purchase from this week 
may sell wood to another dealer next week. That dealer in turn may 
sell to a different company. I myself may sell the wood to 2 or 3 dif- 
ferent paper companies. 

Mr. Keriry. Let me ask a question of this gentleman again. Then 
you are a middleman. 

Mr. Breckenrince. I am a dealer. 

Mr. Kritiry. You are a dealer. 

Mr. Breckenrince. Yes, sir. 

Mr. Ketiry. You buy the pulpwood produced and sell wherever 
you can get a market. 

Mr. Breckenringe. Yes, sir. 

Mr. Bromtery. He sells to several pulp mills, not one mill. 

Mr. Kettry. Yes, I understand. 

Mr. Bromiry. Now, Mr. Chairman, as to table 2, please note that 
only four-tenths of 1 percent of commercial forest land is leased by 
pulp and paper companies and even in the South it is still less than 1 
percent of all ownerships. 

It was also claimed or implied at New Orleans that all or most pulp- 
wood came from company leased or controlled lands. The best facts 

available show in table 3 of this statement only about 13 percent of all 
pains comes from company and about 1 percent from leased 
lands. These facts refute completely this implication. 

Now, Mr. Chairman, with your permission we would like to have in 
the record table 3. 
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Mr. Ketiey. Without objection, it may be placed in the record, 
(Table 3 referred to follows:) 


TABLE 3.—Source of pulpwood produced in 1952 by land ownership 


Cords produced! Percent of 
Ownership of land on lands | total 
indicated 






















Owned pulp and paper company. lands 





canal 1 3, 353; 748 2.7 
Leased pulp and paper company lands } | 264, 760 1.0 
National forests 882, 000 3.1 
State 441, 000 1.7 
Farm and other lands 21, 504, 492 1.5 





Total 26, 476, 000 100.0 


| Derived by APA from estimate that rate of wood cut on leased company lands is about the same rate 
(about 1 cord for 8 acres) as cutting on land owned outright 


Source: Page 4 of Pulpwood Industry Facts of American Forest Products Industries, Inc 


Mr. Bromiry. Mr. Chairman, in table 3 we have for your study the 
source of pulpwood produced in 1952 by land ownership and in that 
you can see that from pulp and paper company lands some over 3 
million cords of pulpwood or 12.7 percent of pulpwood was obtained; 
from leased pulp and paper company lands just about 1 percent of the 
total requirements for that year were obtained; from national forests 
+ percent; and State 1.7 percent; farm and other lands, 81.5. percent. 

Now the official source of that information is given there at the bot- 
tom of the table, and that is the best information on this subject and 
certainly it is more reliable than any of the statements that we heard 
in New Orleans with respect to this subject, on where our pulpwood is 
coming from, and it gives you the facts with respect to leasing and 
timber rights that were mentioned down there at that hearing. 

Mr. Lanprum. At this point, if you will yield, relating back a minute 
to the question that the chairman directed at Mr. Brec -kenridge, I be- 
lieve the record should show whether or not you are subject to the 
minimum wage. Does that include you, Mr. Breckenridge, as a 
dealer ? 

Mr. Breckenriper. I have employees who come under the exemp- 
tion in that they are timber markers and timber cruisers, and | 
employ less than 12 of those men because of the size of my business. 
I have office hint and woodyard employees who come under the 
provisions of the act. 

Mr. Lanprum. So your actual dealer’s operations are under the 
provisions of the act. 

Mr. Breckenrince. With the exception of these men who are in the 
woods, marking timber or cruising timber. They are highly skilled, 
however, and their salaries are such that they are far in excess of the 
minimum. 

Mr. Lanprum. Then they are not concerned here. 

Mr. Breckenriner. No, sir. 

Mr. Lanprum. They are not concerned here. But your general op- 
eration as a dealer brings you under the act. 

Mr. BRECKENRIDGE Mine do: yes, sir. 

Mr. Lanprum. And it is the man with whom you deal or from whom 
you purchase your wood—— 

Mr. BreckenripGe. That is right. 
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Mr. Lanprum. That the 12-man exemption is vital to, is that correct ? 

Mr. BreckEeNripce. He is the man that comes under the exemption ; 
yes, Sir. 

* Mr. Lanprum. All right. 

Mr. Bromiey. Now, the information that has been presented in 
tables 2 and 3 just now, Mr. Chairman, merely reinforces the state- 
ment that has been made and proven repeatedly that four-fifths or 
more of all pulpwood comes from lands of scattered small forest own- 
erships. Historically and practically it has been logical to grow and 
harvest these small areas with small crews. Without these crews the 
pulp mills would get no wood, The crews never were large in size. 

It is absolutely incorrect to say anyone in this industry was in any 
way responsible for the pattern of small forests and the resulting 
small crews which harvest pulpwood on them. 

This pattern was inherited by the producers, dealers, and consumers 
of pulpwood. If farmers own the land and the trees and if they 
want to produce pulpwood themselves, with the help of employed 
relatives and sikighiborts and if this results in small crews, who can, 
and who wants to change the pattern? It has for generations pro- 
vided a means of livelihood for workers, producers, and dealers at 
a standard of living that has been more than adequate for the regions 
concerned. 

Even though pulpwood workers of employers with 12 men or less 
are not under coverage of sections 6 and 7 of the Fair Labor Standards 
Act, they all are, with minor exceptions, earning wages that are at 
least equal to or much better than the current statutory minimum of 
$1 per hour. In the Northeast, the Lake States, and the West, and 
most of the Appalachian region, wages in excess of $2 per hour are 
common. In the South, too, almost all logging workers earn at least 
$1 per hour and this is substantiated by a recent report of the United 
States Department of Labor. This report is entitled “Studies of the 
Economic Effects of the $1 Minimum Wage.” In the introduction 
and preliminary findings on page 5, the report has this to say about 
the 12-man exemption : 

Incidentally, I do not have it in this statement but that report 
was issued this spring, and I can get the exact date later and provide 
it for the record, 1f it is all right, Mr. Chairman. 

The statement I am referring to reads: 

The exemption applicable to logging operations utilizing 12 or fewer logging 
employees has not resulted in lower wages for exempt employees than for sub- 
ject workers in integrated mills in the South. 

On pages 46 and 47, this report states that logging workers in the 
South to whom the exemption applied were paid an average of $1.03 
per hour—and that only 2 percent earned less than $1 per hour. 

Mr. Lanprum. That is from the United States Department of 
Labor ? 

Mr. Bromury. Yes, sir. 

Mr. Chairman, with your permission we wish to have added to the 
record as exhibit A the portions of pages 46 and 47 of this report 
which refer to “Effects on Exempt Logging Workers.” 

Mr. Ketiry. Without objection, it may be placed in the record. 
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(Exhibit A referred to follows :) 
ExHisit A 


EFFECT ON EXEMPT LOGGING WORKERS’ 


The Fair Labor Standards Act contains an exemption from the minimum wage 
and overtime provisions for logging workers of employers who have ho more 
than 12 employees engaged in logging operations. Thus, integrated sawmills 
with 12 or fewer logging workers are exempt from the act as to the logging 
employees but not as to the sawmill personnel. In 1956 about three-fifths of 
all logging workers in integrated mills, or a little more than one-sixth of gl] 
production employees in such mills, were exempt under this provision of the 
act. Separate tabulations of wage data for integrated mills which do and for 
those which do not qualify for the exemption, and for logging workers anq 
sawmill workers, have been obtained to provide a basis for determining the 
extent to which this exemption results in lower wages for the logging employees, 

In 1949, before the exemption provision became effective, logging workers of 
mills which met the exemption test were paid 67 cents an hour, compared to 
68 cents for sawmill workers in such mills, and 73 cents for logging workers in 
establishments not qualifying for the exemption. These relationships did not 
change significantly between that time and spring of 150, after the exemption 
provision and the 75-cent minimum became effective. Also, no substantial change 
had occurred by April 1956 at which time the logging workers to whom the 
exemption applied were paid an average of $1.03 an hour, sawmill workers in 
exempt establishments were paid $1.07 and logging workers in mills not qualj- 
fying for exemption were paid $1.06. 

After the $1 minimum became effective the proportion of exempt logging work- 
ers being paid less than $1 on hour was only 2 percent. It appears, therefore, 
that up to April 1956 the exemption provision had little effect in the integrated 
mills in the South with fewer than 13 logging employees. No data are available 
as to the effect of the exemption provision on independent logging operations, 
There are also no data on integrated logging operations outside of the South. 


Mr. Bromiexy. In short, even in the South where living costs and 
wages are lower, there is no basis for the charges that pulpwood work- 
ers in general “are being deprived of the benefits of receiving the 
minimum requirements of the law through an unfair exclusion in the 

resent act.” Such charges are implied throughout a statement made 
o A. F. Hartung, president of the International Woodworkers of 
America, AFL-CIO, when he appeared before the Senate Subcom- 
mittee on Labor on March 4, 1957. In that statement he mixed 
quotations from an address I had given in such a way as to misrep- 
resent the facts laid before the Senate Subcommittee on Labor to an 
extent that we were forced to correct the record by writing to Senator 
Kennedy on March 27. Since similar misrepresentations of the facts 
may be made before this subcommittee, we beg your permssion to have 
a copy of this letter filed with the record, as exhibit B. 

Mr. Ketxey. It will be, without objection, entered in the record. 

(Exhibit B follows :) 

ExHIbIt B 
The Honorable JoHN F. KENNEDY, 


Chairman, Subcommittee on Labor, Committee on Labor and Public 
Welfare, Senate Office Building, Washington, D. C. 


Dear SENATOR KENNEDY: On March 14 last, Mr. Robert E. Canfield and I testi- 
fied on behalf of the American Pulpwood Association before you, as chairman of 
the Subcommittee on Labor. Our testimony was concerned, primarily, with 
illustrating the vital need of the pulpwood industry in the United States of 
the retention in the Fair Labor Standards Act of sections 7 (b) (3), the 
seasonal exemption, and 13 (a) (15), the 12-man exemption. We also ex- 
pressed the need for a better definition of the term “employee”, as used in the 


1Studies of the Economic Effects of the $1 Minimum Wage. U. S. Department of 
Labor, pp. 46, 47. 








um wage 
ho more 
“- Winills 
> LOggi; 

‘fifths 2 
th of all 
n of the 
and for 
cers and 
ning the 
iployees, 
rkers of 
pared to 
rkers in 
did not 
em ption 
| change 
10m the 
rkers in 
t qualj- 


gz work- 
erefore, 
egrated 
vailable 
rations, 
- South. 


ts and 
work- 
ng the 
in the 
made 
ers of 
beom- 
mixed 
Lisrep- 
to an 
anator 
» facts 
» have 


rd. 


tblic 


[ testi- 
nan of 
, with 
tes of 
), the 
SO eXx- 
in the 


ent of 








FAIR LABOR STANDARDS ACT 1409 


act, and urged the favorable consideration of S. 1512, recently introduced by 
Senator Capehart. ; 5 

Several weeks prior to our testifying, your subcommittee heard the testimony 
of Mr. A. F. Hartung, president of the International Woodworkers. Mr. Hartung 

resumably quoted a portion of an addres which I had delivered last year and 
made a number of other statements which I strongly feel need clarification and 
answering. Because of the limited time available to us for testifying, we re- 
quested permission from you to submit a letter to the subcommittee with respect 
to Mr. Hartung’s statement. Permission was granted. We request that this 
letter be included in the record of these hearings. 

Early in Mr. Hartung’s statement, he concluded that the Fair Labor Standards 
Act “is primarily designed for the protection of working men and women who are 
ynorganized and lack the equality of bargaining power with their employers, 
needed to negotiate adequate wages as a matter of contract.” The basis for this 
conclusion is far from understandable in the light of the history of wage-hour 
legislation. As has been emphasized by the United States Supreme Court, the 
principal purposes of the act are to spread employment by bringing financial 
pressure on the employer through the overtime pay requirement and to compen- 
sate employees for the burden of an excessive workweek. 

Mr. Hartung’s statement reflects a numnber of misinterpretations of fact and 
thus conveys two entirely erroneous impressions; namely, that woodworkers 
do not receive a living wage and are exploited by their employers and, second, 
that these claimed injustices help to subsidize the earnings of the large lumber 
and paper companies. He would have you believe that both of these supposed 
results flow from the existence of the 12-man exemption and from the minimum 
wage and overtime provisions of the act. 

Mr. Hartung repeatedly implied that woodsworkers do not receive even the 
national $1 per hour minimum wage for their labor. Our testimony before this 
subcommittee, both this year and in the past, and the testimony of others en- 
gaged actively in the pulpwood industry in various parts of the country, has 
shown this not to be the case. 

Unfairly, Mr. Hartung quoted out of context a portion of an address which 
I made at the annual meeting of the National Paperboard Association last 
November. He introduced the quote in inferring that the American Pulpwood 
Association has recognized the “plight of these woodcutters.” In fact, I was not 
referring to any “plight,” as Mr. Hartung calls it, of woodcutters, but rather 
to the problems of pulpwood producers in the face of a dwindling labor supply. 

In addition to certain minor misquoting, Mr. Hartung conveniently deleted 
the most important material of all from the portion of my speech which he has 
used. For the record, I would like to set forth this deleted portion : 

“More than two-thirds of all pulpwood produced in the United States at the 
present time is cut and delivered from lands owned by farmers, small woodlot 
owners, and small forest owners. It is likely that this industry will always 
depend upon this class of landowner for close to half or more of its total pulp- 
wood requirements. Incidentally, there are about 3.4 million farm woodlot own- 
ers in the United States and their average forest land holding is less than 50 
acres,” 

My figures are correct and should be an answer to Mr. Hartung’s statement. 
“There has been a continuing trend, on the part of lumber and paper companies, 
to contract and/or subcontract their logging operations to establish working 
units that do not exceed 12 employees.” The fact remains that most pulpwood 
comes from the land of small farmers, small woodlot owners, and small forest 
owners, who, in turn, hire small groups of men to harvest pulpwood, or they 
may sell stumpage rights to small producers. As the demand for pulpwood has 
increased, more and more small farmers and small landowners have engaged in 
part-time production. This can hardly be said to be indicative of the trend men- 
tioned by Mr. Hartung. There has been and is no such trend. 

Removal of the 12-man exemption from the act, as urged by Mr. Hartung, 
would, indeed, as he quotes “put a lot of such operations [small logging and 
forestry activities] out of business, and would substantially increase the costs 
and difficulties of doing business by the survivors.” This would not happen 
because of the strained reason that Mr. Hartung gives—i. e., that large and 
powerful lumber and paper companies have taken to subcontracting their logging 
operations—but rather because the small independent businessmen of the forest 
products industries will be hit with the impossibility of compliance with the 
detailed recordkeeping provisions of the law. 

Congress recognized this when it amended the law in 1949. Recognition was 
not given by Congress to what Mr. Hartung calls “political logrolling of the 
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worst kind,” but to the dictates of nature under which the pumpwood industry, 
of necessity, operates. 
Respectfully yours, 
W.S. BroMiry, Hrecutive Secretary. 

Mr. Bromuiry. Since Mr. Hartung also strives to show some rela- 
tionship between the 12-man exemption and the profits of some pulp 
and paper companies selected by him to show high earnings, we 
fee] several points in this connection should be mé ade perfectly clear. 

These are as follows: 

All employees of pulp and paper companies in the United States 
are subject to the Fair Labor Standards Act and are paid wages 
which will compaie with any other industry in the country. 

. Employees of pulpwood producers or dealers who sell pulpwood 
to a companies are covered by full provisions of the act if their 
employer employs 12 men or more. This must account for an esti- 
mated 20 percent of all pulpwood workers. 

Maw all pulpwood workers whose employers are exempt under 
hot -man exemption are earning better than the statutory minimum 
wage. 

4. Deleting the 12-man exemption from the act might, therefore 
theoretically benefit a possible 1 or 2 percent of all pulpwood workers 
who are not earning a minimum wage because they physically are 
unable to or don’t want to do a full day’s work. An appreciable 
amount of work is done in the woods by people who are capable of 
doing work and want to do it, but because of age or physical condition 
do not wish to or cannot work at the speed with which the usual em- 
ployee would produce pulpwood. They are paid the same price per 
cord, but because they work slower they earn less than the ordinary 
worker, and perhaps less than the minimum set up by the Fair Labor 
Standards Act. Elimination of the 12-man exemption would require 

i higher cost of wood produced by these people if retained on the 
job, but what is more likely to happen is that most producers would 
reluctantly but of necessity lay them off or eliminate entirely their job 
opportunity. Producers can afford to employ such workers so long as 
they are on a piecework basis. In short, these few workers whom Mr. 
Hartung says are being deprived of benefits of the Wage and Hour 
Act would of nee essity be de ‘prived of their jobs if his recommenda- 
tions were adopted by Congress. In this respect he renders no service 
to the workers he claims to benefit. 

Shortly after the passage of the act, the Administrator found that 
under section 7 (b) (3) a limited exemption from the overtime pro- 
visions of the act was necessary because of natural seasonal factors 
involved in sap peeling, ice road hauling, and spring freshet driving. 
With your permission, this can best be illustrated by a few more 
Vv iews: 

1. Sap peeling: This is a method of removal of bark from the 
wood which must be done in order to produce a high-quality pulp- 
wood for use in the manufacture of certain kinds of paper. It can 
only be done during the period of 8 to 14 weeks each year, dependent 
upon the species when the sap is freely running in the trees. 

Our second view is: 

2. Ice road hauling: This is the transportation of pulpwood by 
hauling it on sleds or trucks over roads specially constructed at sub- 
freezing temperatures. 
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Incidentally, these roads are usually constructed over bogs and 
swampy areas, from which you could not possibly get the wood ex- 
cept. in-the coldest portion of the winter, and that is where and why 
these roads are built at that time, and you must get your wood out 
during that short period each year. 

Any wood which has not been taken out of the forests before the 
ice roads start to break up in the early spring simply lies where it 
is until new roads can be built in the following year, and under such 
circumstances the wood frequently becomes of much lower quality or 
spoils, or sometimes is completely eaten up by insects. 

Mr. Ketiey. Just a moment. As to that machinery there, who 
owns that ¢ 

Mr. Bromiey. By some large producer. There are some large pro- 
ducers in the Northeast. I would say the Northeast has a larger per- 
centage of large producers. That is where they are necessary because 
where you go back into the deeper forest areas m the winter, you must 
build camps, you must build roads to get to the camps. 

Mr. Ketiry. That picture was taken then, and shows the large 
producer. 

Mr. Bromury. | would say that is a large producer. 

Mr. Ketiry. The large producer. 

Mr. Bromiry. Most producers concerned, with seasonal exceptions, 
are larger producers, at least as far as ice roads are concerned. And 
the things they are confronted with is this very short winter season 
for hauling, and which they must move a tremendous volume of wood 
just in the period of say, well, I would say about 8 weeks, 8 to 10 
weeks, 

Mr. Ketitey. What does the small producer do on those ice-covered 
hills and gorges ? 

Mr. Bromuey. A large producer in such an area might have some 
subcontractors, and have some small producer who could only cut and 
skid the wood to the skid roads. But it definitely takes a larger 
producer to bring that wood out on ice roads. But there are some sub- 
contracts, and to the extent of that Mr. Carlisle is here and he is very 
familiar with that type of operation, if you would care to ask him. 

George, would you comment on that phase of it ? 

Mr. Caruiste. What you said, Mr. Bromley, is true, and this prob- 
ably would be owned by a large contractor such as ourselves who are 
subject to the act. We are subject to the act, except we have a 56- 
hour period during this ice and snow hauling season that we are not 
subject to the overtime, the time and half, you see. But the little 
fellow might be. He would get his wood out of the woods with a 
horse and a sled. 

Mr. Ketiry. All right. 

Mr. Bromiey. Now, may we have the third slide? 

The third slide shows the spring freshet driving. 

This is another form of transportation in localities where running 
streams are available. The wood is floated down these streams during 
the short periods when the melting snow and spring rains produce a 
water level high enough for the purpose. It can be done at no other 
time, and the work can be conducted only a very short period during 
the year. 

Sap peeling, ice-road hauling, and spring-freshet driving are carried 
on in the forests far removed from ordinary means of subsistence and 
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care. This makes necessary the construction of completely equipped 

camps to house and care for the employees. ‘To conduct these activities 
on a straight-time basis would mean greatly increasing the capacity of 
the camps to take care of the additional men and tr ansporting a much 
greater amount of food and other supplies to properly sustain them, 
Obviously, this would mean a corresponding rise in production costs, 
At the same time the workers would each be getting less pay due to 
the shorter hours of work. 

Here someone may ask if wide employment at good wages is not 
more important than the small matter of additional expense and ex- 
panded facilities. My answer is that, as a practical matter, it would 
be impossible to obtain the needed additional workers. There are 
many reasons for this. 

Anyone who has had experience in recruiting labor for these jobs 
will confirm the fact that it is extremely difficult to get enough men 
even under present conditions. The work is skilled and there simply 
does not exist any reserve pool of workers who can qualify for it. 
Those who are available know their jobs, understand the whole situa- 
tion and perform accordingly, but there are just barely enough of 
them to carry on. Experienced men are so few and recruits are so » hard 
to enlist that the producers are exploring every possible use of me- 
chanical and other laborsaving devices which may help to stretch the 
available manpower. 

I may say, years ago, instead of that tractor hauling that wood out 
of the swamps, you had horses doing that work and horses themselves 
took a lot of additional manpower. So the use of tractors is one of the 
laborsaving devices so far as the Northeast and Lake States are con- 
cerned. 

The reason for the scarcity of workers is that this work is done in re- 
mote forest areas and people just will not go into the river driving and 
remote woods camps to work on a 40-hour week basis. It is not like fac- 
tory employment where a man can leave the job after putting in his 
§ hours and spend his evening at home or at the movies. Idle hours in 
the woods cannot be utilized as in a settled community. There are, 
at best, limited recreational facilities available. The woodsman takes 
the job with that in mind. His object is to work hard during the 
short time he can work at all and so build up a sum of cash which he 
can take out with him when he leaves. He cares nothing about an 
$-hour day and wants to devote his time wholly to his sole objective 
which is to make as much money as possible while he can. 

As for the producer, who supplies the job, he is done when the sea- 
son ends. He must ae all of his wood cut, peeled, and out of the 
forest within the few weeks he can operate. After that he shuts down 
until the following season, not because he wants to, but because he has 
to. If he has planned and executed the job well, and if he has had 
the services of sufficient numbers of qualified men, he will come out in 
the black and both he and his employees will be satisfied. If he has 
botched the job, there will be less wood and neither he nor his em- 
ployees will be happy. 

His spot is a hard one at best and he works always under the sea- 
sonal handicap which greatly increases the pressure upon him. He 
has no chance to recoup his losses during the balance of the year. 

Few will doubt that it was a situation of exactly this sort which 
brought about the original inclusion in the act of the seasonal exemp- 
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tion from overtime. The exemption is only partial, and certain limi- 
tations on straight-time pay still apply. 

If you take away this seasonal exemption you will accomplish three 
things. 

First, you will put an additional burden upon the seasonal pro- 
ducers, the consequences of which cannot be measured. 

Second, by requiring the payment of overtime you will greatly 
increase production costs. These costs will be immediately reflected 
in the cost of woodpulp and ultimately in the cost of paper. 

Third, wood produced in the North, particularly New England, the 
area to which the seasonal exemption particularly applies, 1s directly 
competitive with Canadian wood. Canada has no law which arbi- 
trarily forces higher costs in the production of wood. Many hun- 
dreds of thousands of cords are imported now, and have been for many 

ears, Mr. Chairman, from Canada. 

Substantial increases in costs of American wood, such as would be 
caused by elimination of the seasonal exemptions, and the consequent 
necessity of paying overtime for these classes of work during this par- 
ticular period would price that wood right out of the market to the 
extent that Canadian wood could be substituted. 

The loss of the exemption would not only completely disrupt the 
customary method of operation in the affected localities which has 
been accepted and followed for generations and for 18 years under 
this law, but more important, it would reduce or eliminate the income 
of individual workers and would create general economic hardship 
in these areas. 

Since the finding of the Administrator as to the seasonal nature of 
these three eens there has been no change in the effect on the 
industry of the natural seasonal factors or in the manner in which 
our industry must meet them. We urge, therefore, that this com- 
mittee and Congress reject the several proposals made which would 
repeal section 7 (b) (3) which provides only a limited but vitally 
necessary exemption to a small portion of our industry and to other 
industries of a seasonal nature. 

Those bills before you, which would eliminate the 12-man and sea- 
sonal exemptions are presumably intended to raise wages to the mini- 
mums set up by the Fair Labor Standards Act. Wages are already at 
or above that level, so such action would not have the effect intended. 
Loss of these exemptions would have unintended effects. It would raise 
costs, raise the price of paper, either force people out of business or 
make them law violators, eliminate work opportunities, and price 
United States-produced wood out of the market. You do not want 
any of these things; neither do we. 

Secretary of Labor Mitchell in his testimony before the Senate La- 
bor Subcommittee on February 25th stated that under the Fair Labor 
Standards Act the line of coverage must be drawn as precisely and 
definitely as it can be, so that employers and employees may under- 
stand its application from the facts that they know. Although this 
statement was made in connection with another section of the law, it 
applies equally as well to section 3 (e) of the act which defines om- 
ployee: ‘“(e) Employee includes any individual employed by an 
employer.” 

This definition has created untold confusion for all concerned, pri- 
marily because of the different interpretation given the term from that 
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under the other laws concerned with the determination of employer- 
employee status, namely the social-security law and the National La- 
bor Relations Act. Congress should take whatever action is neces- 
sary to define employee in the Fair Labor Standards Act in the same 
way it is for these other two acts. 

Congressman Ralph W. Gwinn on March 19 introduced H. R. 6150 
providing for the common law definition of the term “employee” in 
the Fair Labor Standards Act. On April 2, Mr. Gwinn wrote the 
chairman of this subcommittee recommending substitute wording 
which would specifically include the following groups as “employees”; 

1. Agent driver or commission drivers of specifically named in- 
dustries. 

2. Full-time life insurance salesmen. 

3. Homeworkers. 

4. Traveling or city salesmen. 

Favorable consideration of Mr. Gwinn’s bill, H. R. 6150, together 
with his recommended substitute wording or a similar measure is 
urgently needed by this and several] other industries in agriculture 
and mining. 

The background of the need for the better definition of employee 
is outlined in detail] in a supplement to our statement as exhibit C, 
which we ask to have inserted in the record as this point. 

Mr. Ketiry. It may be inserted. 

(Exhibit C follows:) 

EXHIBIT C 
BACKGROUND AND NEED FOR COMMON-LAW DEFINITION OF “EMPLOYEE” 
STANDARDS ACT 


IN FAIR LABOR 


One of the most complex problems with which all contractors have to deal 
under the wage-hour law is that of determining whether suppliers are employees 
or independent contractors. For countless years the existence of an independent 
contractor in the plain meaning sense of the name enjoyed existence as a partici- 
pant of the business world in good standing—that is until recently. The tradi- 
tional definition of independent contractor is a person who contracts to do a piece 
of work according to his own methods without being subject to the control of the 
other contracting party except as to the results of the work and who has the 
power to hire and fire those actually engaged in the performance of the work. 
Of late, however, there has been a tendency to overlook his status as an inde- 
pendent contractor with the claim that it has been contrived as a device to avoid 
compliance with the law. 

The three major laws which have caused the most concern with regard to the 
determination of the employer-employee status are the National Labor Relations 
Act, the Social Security Act, and the Fair Labor Standards Act. None of these 
Acts originally supplied an adequate definition of the word “employee.” 

Even the United States Supreme Court was puzzled because of the vagueness 
of the definition of “employee.” The Court, in its opinion delivered by Mr. Justice 
Reed in the case of Rutherford Food Corp. v. McComb (331 U. S. 722 (1947)), 
stated in part: 

“As in the National Labor Relations Act and the Social Security Act, there is 
in the Fair Labor Standards Act no definition that solves problems as to the 
limits of the employer-employee relationship under the act.” 

In the same case, the Court also stated: 

“Decisions that define the coverage of the employer-employee relationship 
under the National Labor Relations Act and the Social Security Act are per- 
suasive in the consideration of a similar coverage under the Fair Labor Stand- 
ards Act.” 

It is significant that the Court specifically mentioned the three acts together 
and it is apparent that the Court recognized that coverage of these acts should 
be consistent. 

In order to clarify the intent of Congress with regard to the National Labor 
Relations Act, the Committee on Education and Labor of the House of Repre- 
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sentatives in submitting its report on H. R. 3020, the Labor Management Rela- 
tions Act of 1947, said as follows: 

“An ‘employee’ according to all standard dictionaries, according to the law as 
the courts have stated it, and according to the understanding of almost every- 
one * * * means someone who works for another for hire * * * In the law, 
there always has been a difference, and a big difference, between ‘employees’ and 
‘independent contractors.’ ‘Employees’ work for wages or salary under direct 
supervision. ‘Independent contractors’ undertake to do a job for a price, decide 
how the work will be done, usually hire others to do the work, and depend for 
their income not upon wages, but upon the difference of what they pay for 
goods, materials, and labor and what they receive for the end results, that is, 
upon profits.” aL : 7 : 

Accordingly, the House proposed the provision later included in section 2 (3) 
of the Labor Management Relations Act that “the term employee shall include 
any employee * * * but shall not include any individual having the status of 
an independent contractor.” Subsequently, the House Conference Committee 
reaffirmed this point of view. The amendment as proposed in the House version 
was ultimately adopted by Congress. 

The “employee” definition in the Social Security Act was clarified by way 
of the so-called Gearhart resolution in 1948 and was passed by a favorable 
vote by more than two-thirds of the House and Senate. The resolution provided 
that the term “employee” in the Social Security Act means “any individual 
who under the usual common-law rules applicable in determining the employer- 
employee relationship has the status of an employee.” The Senate Finance 
Committee in its report on the resolution said : 

“But, we repeat, if it be argued that the Supreme Court decisions establish 
a new definition of ‘employee,’ then it is the purpose of this resolution to re- 
establish its meaning according to the usual common-law rules, realistically 
applied.” 

Amendment of the Fair Labor Standards Act with respect to the employee 
definition has been proposed and considered a number of times by Congress 
since the National Labor Relations Act and the Social Security Act were 
amended. It has now been proposed again. 

Certainly there is a very great need for a consistent coverage by these three 
acts. It is inconceivable that one person should be the employer of a group 
of individuals for wage-hour purposes, while at the same time another person 
should be the employer for the purposes of the National Labor Relations Act 
and the Social Security Act. Under the traditional common-law tests of the 
employment relationship, a person could be held to be an independent contractor 
and thus the employer of his employees, and required to bargain with a union 
on the wages, hours, and working conditions of such employees. He would 
be liable for any unfair labor practices against them or their union and liable 
for deductions or contributions or both for social security, disability insurance, 
unemployment insurance, workmen’s compensation, and Federal income-tax pur- 
poses. This person would also be liable for damages for the negligent acts 
of his employees. At the same time under the economic reality tests, used by 
the Wage and Hour Administrator, this identical person with all of these 
responsibilities could be held to be merely an employee himself and his customer 
would become his employer and thus the employer of his employees for wage- 
hour purposes, and responsible for the payment of minimum wages and overtime, 
for safeguarding against child labor, and for keeping extensive records. It 
is well known that numbers of unfortunate defendants who have been brought 
to book for some alleged violations of recordkeeping requirements or a failure 
to pay claimed overtime have found themselves adjudicated to be the employers 
of numerous individuals who were not only not on the payroll of the alleged 
employer but whom he had never seen or heard of before. The two situations 
are irreconcilable and not in keeping with our basic American principles of 
government by law. 

The solution is for Congress to amend the definition of employee in section 3 
(e) of the Fair Labor Standards Act by restoring the common-law rules for 
determining who is and who is not an employee. We strongly urge the favorable 
consideration of Congressman Gwinn’'s bill, H. R. 6150, with his substitute 
wording of April 2, 1957. As Secretary Mitchell said, “under the Fair Labor 
Standards Act, the line of coverage must be drawn as precisely and definitely 
as it can be, so that employers and employees may understand its application 
from the facts that they know.” 
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Mr. Bromiry. We understand that many pulpwood producers, deal- 
ers, and various organizations throughout the country have expressed 
their concern over the same propos: als we have discussed in this state- 
ment. Their requests for an opportunity to be heard at any hearin 
keld in Washington, D. C., or at various points around the country 
have been brought to the attention of this subcommittee. We respect- 
fully urge that as many small pulpwood producers as possible be 
given an opportunity to be heard in their own regions. 

In conclusion, we of the American pulpwood industr y strongly urge 
that Congressman Gwinn’s bill, H. R. 6150, and his substitute wording 
of April 2, be favorably reported and that this subcommittee reject 
such parts of all other bills before it as would eliminate the seasonal 
exemption section 7 (b) (3) and the small-business man’s forestry and 
logging exemption, sotina 13 (a) (15) now contained in the Fair 
Labor Standards Act. We are grateful for this opportunity of tell- 
ing you how important these recommendations are to the small pulp- 
wood producers and dealers in this country, and will appreciate your 
favorable consideration of their position on this legislation. 

Thank you, Mr. Chairman. We appreciate very much your time 
in this connection. 

Mr. Ketter. The pulpwood worker is a seasonal job; is it? 

Mr. Bromury. Yes, sir. In the northern regions it is very seasonal. 
I would say in the Appalachian Mountain region, in the South, and in 
the West it is not quite so seasonal. It is seasonal to the extent that 
when you get heavy rains, as you have recently, say, in the Southeast, 
pulpwood produc tion stops for maybe a week or two, the ground gets 
wet in certain low places, and pulpwood logging becomes quite diffi- 
cult. It is seasonal to that extent, but the Administrator has not ree- 
ognized that as a seasonal problem of such importance that it should 
come under the seasonal exemption provision of the Fair Labor Stand- 
ards Act. But it is seasonal, and your producer in the South has 
great problems with the changes i in the weather. 

At the present time the Administrator rec: gnizes as seasonal only 
the three classes of work that was shown to you 1 by slides, and they are 
conducted primarily, exclusively, 1 would say, in the North, in the 
Northeast, the Lake States, and to some extent in the State of 
Pennsylvania, for example, there are some seasonal activities going 
on, sap peeling the wood, for example. 

Mr. Keniry. All ri ght. 

Mr. Hubler said that Pennsylvania work is quite seasonal too. Is 
that correct ? 

Mr. Huster. Yes, sir. It is very seasonal, and the work includes 
men who are mostly on part-time work. They do this work to add to 
their present jobs. We are in a very difficult place there as to labor, 
and men do this work to add to their income. 

Mr. Ketitey. You mean they have other jobs? 

Mr. Huster. I would say 80 percent of the pulpwood produced in 
our area is produced by fellows who work at other jobs, and they use 
this method to supplement their income. 

Mr. Keizer. How do they get off the other jobs in the season? How 
do they do that? 

Mr. Husier. Perhaps they are farmers, and independent little- 
business men is what they are. I would say 80 percent of our wood 
comes from that source. 
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Mr. Ketter. I think most of these pulpwood workers make over 
a dollar an hour. 

Mr. Bromtey. Yes, sir. 

Mr. Huster. I would like to come in on that. In our region, if you 
ask a man to go in the woods and go to work for a dollar an hour, he 
would tell you flatly “No”; he would rather work on a per-piece basis. 
In their average work they earn at least $2 an hour cutting wood. 
That may not be true in other regions, but it is in ours. 

Mr. Ketxey. Is that in Fairfield County where they pay in industry 
and mining pretty high wages? 

Mr. Huswer. Yes, sir. We have our union basis of work there, and 
that of course is what it is based on. 

Mr. Ketter. Mr. Landrum? 

Mr. Lanprum. I wonder if we can get a picture in the record of 
how this producer is set up in business. Must he furnish his own 
capital? The producer, in other words. 

fr. Bromiry. Mr. Watson, here, has established himself as a pro- 
ducer and dealer, and he knows all the story in the Lake States region. 

Mr. Lanprum. I am speaking of this producer who has less than 
12 men. 

Mr. Watson. Yes, sir. 

Mr. Lanprum. From where would he get his capital to operate? 

Mr. Watson. Get his money? He might get it from me, or get it 
from the bank. Probably he would get it from the bank. He would 
borrow it from the bank. He has money of his own, he has been 
making money. 

Mr. Lanprum. He is responsible for supplying his own capital? 
He doesn’t make a contract, does he, with pulpwood companies? 

Mr. Watson. You mean to supply ? 

Mr. Lanprum. A dealer to supply him with so much capital. 

Mr. Watson. He makes his own; he may do both. The chances 
are he may make a contract with a paper mill, but not that alone. He 
may make a contract with one of a half- dozen wood buyers. 

Mr. Lanprum. You are a dealer? 

Mr. Watson. I am both a dealer and a contractor. I have men of 
my own in the woods; yes, sir. 

Mr. Lanprum. Then‘a small producer might come to you and with 
your assistance and credit acquire capital sufficient to purchase a 
tract of timber—— 

Mr. Warson. Yes. 

Mr. Lanprum. (continuing). Or to meet his payroll for his small 
operation. 

Mr. Watson. That is right. 

Mr. Lanprum. Or he might supply it from his own? 

Mr. Watson. That is right. 

Mr. Lanprum. But he must have that capital. He does not do it 
on the promise of one of the paper mills taking care of his payroll, 
or taking care of his obligation to purchase this land? 

Mr. Watson. As far as I know, none of them in our vicinity, none 
of the paper mills take care of payrolls. They may have during the 
great war but, as far as I know, none of them do now. 

Mr. Lanprum. Well, I think the record ought to show as con- 
clusively, as you gentlemen who represent the industries, the various 
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segments of it here, whether there is evidence of that sort of tieup— 
if there is. 

Mr. Watson. As far as I know 

Mr. Lanprum. [f there is, certainly the allegations made in New 
Orleans by some of the people there have some basis. If they are not, 
then can the record show they are not? 

Mr. Watson. As far as I know up in north Michigan and Wisconsin 
there are no so-called captive contracts, or contractors. 

Mr. Lanprum. Yes. 

Mr. Warson. I myself sell to—oh, this came up a couple of years 
ago, I think I had at that time probably 12 or 15 different outfits to 
where I was selling timber. It might be railroad, or paper mills, or 
cabin logs, or logs to all manner of ‘pl: ces. 

Mr. Laxproum. When you say that there are no captive contracts, 
you have answer my question, if that is the fact. 

Mr. Watson. That is the fact. 

Mr. Lanprum. That is the fact of the situation. 

Mr. Watson. Yes, sir. 

Mr. Bromiry. It is a fact, Mr. Landrum. 

Mr. Grirrin. Mr. Landrum, will you yield? 

Mr. Lanprvuom. I yield. 

Mr. GrirFin. Mr. Watson, will you comment on what these people 
in this industry are making in Michigan, in northern Michigan? Do 
you know? 

Mr. Watson. You mean analking in the way of money ? 

Mr. Grirrin. Relating it to an hourly wage, if you can. We hada 
comment from Pennsylvania. We would just like to get something in 
the record as far as Michigan is iouiceeuelt 

Mr. Watson. As far as I know, the men would certainly make a 
dollar an hour—well, more than that. If I want to hire men by the 
hour out in the woods, I would have to pay them at least $1.25 or $1.50 
an hour. Just the other day I had that come up. I wanted to hire a 
man who was pieceworking in the woods. I asked him if he would 
ma us in loading some cars. He wanted to know what I would pay. 

said $1.50 an hour. Well, he guessed he would go for $1.50 an hour 
ie a few days to help out. But as a general thing if he has, as he 
usually does, good cutting, if he is an energetic, strong man, he would 
certainly make at least $1. 50 an hour. I might add that we have had 

wage-and-hour fellows come around, They are coming out there, and 
we are glad to take them out in the woods and let them ask the men 
how much they are making. There is nothing hidden about it. And 
so far we have never had any difficulty in th: at situation at all. 

Mr. Grirrtn. Thank you. 

Mr. Kener. Any further questions? 

Mr. Grirrin. No. 

Mr. Warp. Mr. Chairman, could I ask a question? 

Mr. Ketiry. Counsel? Yes. 

Mr. Warp. In summing up, since you are paying a dollar minimum, 
the only thing that worries you about doing away with the exemption 
is the recordkeeping provisions, and the ‘overtime ? 

Mr. Bromuey. I would not 

Mr. Watson. The seasonal. 

Mr. Bromuey. It is only the overtime so far as the seasonal period 
is concerned. The statement has been made, I believe, many times 
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here and elsewhere, that pulpwood workers are in the general labor 
market where they are employed. Therefore, if you want those 
workers you have to meet the current labor market. 

Now, in most regions most pulpwood workers do not work over 40 
hours a week. That is particularly true of the South. It is done in the 
Northeast only because of the short season. You have to push that 
wood out in that season. But if you need to work pulpwood workers 
more than 40 hours, if you want to keep those fellows working, and if 
you are paying them for loading up pulpwood on an hourly basis, you 
must meet the competition, and you will pay the overtime. But that 
is not our only complaint with the proposed bills. It is mainly the 
record-keeping provisions of the act. We must have the seasonal ex- 
emption retained in the law and the employee definition clarified also. 

Mr. Ketiey. Thank you very much, gentlemen. 

We are happy to have had you with us this morning. 

Mr. Bromiey. Thank you, Mr. Chairman. We very much appre- 
ciate your putting us on in this manner. 

Mr. Ke.iey. We have to recess. 

The committee will stand adjourned until Monday morning at 
10 o’clock. 

(Whereupon, at 12:25 p. m., the subcommittee adjourned to re- 
convene at 10 a. m. on Monday, June 24, 1957.) 











APPENDIX 


LEHIGH TELEPHONE UTILIrTy, 
City or LEHIGH, KANS., 
March 5, 1957. 
Hon. Ep H. REEs, 
House of Representatives, Washington, D. C. 

Dear Mr. Rees: We have been informed that a new law is threatening to 
abolish the present telephone switchboard operator 750-station exemption. 

We as a city “Lehigh Telephone Utility” (the only one in the State of Kansas) 
would urge and encourage you to protect the present switchboard operator 750- 
station exemption. The loss of this switchboard operator 750-station exemption 
would mean for us, as a small telephone utility, serving 125 subscribers, to dis- 
continue our telephone service to this community. 

Our discontinuation would mean that one family would be out of work in our 
small town, and many of the present telephone users would be out of telephone 
service, because the telephone rates would be so high that they could not afford 
to have telephone service. 

Not only our system but our community would be seriously hurt if the present 
750-station exemption law would be abolished. We hope that you will be able to 
see how much the exemption law means to us. 

Respectfully, 
F. G. Unrun, City Clerk. 


House Or REPRESENTATIVES, 
Washington, D. C., April 30, 1957. 
Hon. AUGUSTINE B. KELLEY, 
Subcommittee on Labor Standards, Committce on Education and Labor, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Kerrey: I am enclosing herewith letter from Mr. D. L. Toffenetti, 
chairman of the Triangle Restaurant Co. in Chicago, written on April 3 in protest 
against the proposed extension of the Fair Labor Standards Act to include the 
restaurant industry. 

Muy I respectfully request that this letter be included in the record of your 
hearings. 

Sincerely yours, 
MARGUERITE Stitt CHuRCH. 

(The letter referred to is as follows:) 


TOFFENETTI TRIANGLE RESTAURANT Co., 
Chicago, Ill., April 3, 1957. 
Hon. MARGUERITE STITT CHURCH, 
Representative in Congress, Evanston, Ill. 

Dear Mrs. CuvrcH: It is a basie concept of our democratic way of govern- 
ment that the members of the legislative branch should reflect the best interests 
of the electorate in this specific districts. As a constituent of yours who has 
spent many years in the restaurant business, and after considerable study of 
certain proposed changes in our fair labor standards legislation, I have reached 
some very definite conclusions as to the adverse effect their enactment would 
have upon many of the voters to whom you are mainly responsible. 

I am therefore writing to make known my opposition to the proposed amend- 
ments which would expand the Fair Labor Standards Act by making it apply to 
the restaurant industry, as such (along with other types of retail trade) or to 
certain segments of this industry based upon going more than a stipulated min- 
imum dollar volume of annual business in more than one State. To extend the 
application of the act in such a manner would, in my opinion, work against 
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the best interests of great numbers of citizens in this State—as I hope you will 
agree when you have had an opportunity to study the matter thoroughly. 

Admittedly, there are some types of restaurants, catering to a certain luxury 
class of trade, which would be little affected by such legislation. Their eus- 
tomers are generally “out on the town” and often on an expense account— 
and a difference of pennies, nickels, dimes, or even dollars in the cost of a meal 
is often of little concern. The menu price markup is so high and the tipping, 
based on a percentage of the bill, is so substantial, that any talk of a minium 
wage is of very little real concern. 

But the rank and file of Americans—-and certainly the rank and file of your 
constituents—patronize restaurants which are economically geared to their 
individual pocketbooks. One out of four people in urban areas eats at least 
one meal a day in such a restaurant of his own choice—and that choice is based 
to the greatest extent upon menu offerings at prices within his ability to pay. 

These are the places that do a volume business in service to their immediate 
community—measured not so much in dollars as in the number of people accom- 
modated. To most of their customers, such places are an economic, social, and 
physiological necessity, filling an accepted function in their daily lives. The 
greater the dollar volume that such places do, the greater will be the number 
of people they are so serving and the most important will be the service they are 
providing within their specific community. 

In these places, every cost factor must be carefully watched in order to create 
the kind of value that will attract the most customers—for without such volume 
business, there would have to be higher prices to the consuming public. Any 
such reduction in volume would mean proportionately fewer tips to the employees 
of such establishments. It must be apparent that the imposition of a minimum 
wage in such places would most certainly be reflected in higher menu prices to 
the customer. 

Anyone who has studied the cost picture in such places over the past 10 years 
will immediately be aware how the constant upward pressure of labor costs has 
even surpassed the cost of food as the major expense in the preparation and 
service of prepared meals in many such establishments. At the same time, 
resistance to increased in the selling prices of meals has intensified. 

The “working margin” for the operator has constantly narrowed until the 
national average profit in this business is now only between 1 and 3 percent, if 
We are very busy. Is it any wonder that in 1956, some 1,149 restaurants were 
forced into bankruptcy proceedings? Neither is it so surprising that these 1,149 
instances represented only 2 to 5 percent of the total number that were actually 
unable to continue in business for reasons that can best be described as economic. 

It is a matter of record, under conditions that have existed in the past few 
years, that of the total number of restaurants which start operations in any 
1 year, 50 percent will either fail or change ownership within that year. 

On the other hand, despite such hazards peculiar to this business, and the low 
average return on investment to the owners, the restaurant industry does repre- 
sent a large and very special labor market. 

Restaurant work, particularly in those categories which would be most directly 
affected by a minimum wage, seldom if ever requires any kind of specialized 
training. Therefore, many people who would otherwise be unemployable find in 
this work an opportunity for income they would otherwise, in all probability, 
not be able to earn. Particularly is this true of the many older people, house- 
wives, etc., so employed in restaurants—and the young folks still in school, most 
of whom would find no ready market for their part-time services or capabilities 
in other types of employment. 

The worker in a restaurant cannot so readily be regimented into a specific task 
for 8 hours a day, with a fixed standard to measure his productivity, as is the 
case with factory workers. Rather, he becomes part of a service team which 
functions collectively to make meals available according to established standards 
of acceptability in matters of quality, sanitation, atmosphere, speed of service, 
ete.—mainly during certain peak periods of the day—the “meal hours.” Also 
within the span of his time spent on the premises, there must be taken into con- 
sideration the provision for his own meal period. The economic advantage, the 
convenience and security to the worker of these meals is a factor which is of 
greater basic importance to people in the category which would be affected by a 
minimum wage than is any actual minimum wage consideration such as has been 
suggested. 

There is one other point which must be kept in mind. The very nature of the 
restaurant business is completely localized—intrastate in every sense of the 
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word. The responsibility of any one restaurant is to its immediate community. 
The management must depend upon a strictly local labor market and must be 
guided in its purchases, prices, wages, etc., by essentially local economic factors. 

Under any conditions other than those of a national emergency, it would cer- 
tainly be stretching the Federal prerogative beyond its rightful constitutional 
bounds to attempt regulation of such an essentially local business from Wash- 
ington. 

I sincerely hope that you will give full consideration to the viewpoints ex- 
pressed here and that you will therefore oppose any further efforts to impose 
Federal minimum wage legislation upon this industry. 

Very truly yours, 
TOFFENETTI RESTAURANT CO., 
D. L,. ToFFENETTI. 





TrestriMONY OF J. D. HENDERSON, NATIONAL MANAGING DrrREcTOR, AMERICAN ASSO- 
CIATIONS OF SMALL BustrNness, INc., New ORLEANS, LA., IN OPPOSITION TO ALL 
LEGISLATION WHIcH Proposes To AMEND THE Farr Lasor STANDARDS ACT 
oF 1938 


Mr. Chairman and gentlemen of the committee, my name is Joseph D. Hender- 
son. I am the national managing director of the American Association of Small 
Business, Inc., a national organization which had its inception during 1941 and 
received its charter February 20, 1942. We were organized in New Orleans, 
La., and our membership has spread throughout the country. At this time we 
are working in all 48 States of the Union, including the District of Columbia. 

We send our material to newspapers throughout the country and to each 
United States Senator and Members of the House of Representatives in Wash- 
ington. We also contact State legislatures, municipal councils, and other public 
bodies. We have made statements in testifying before committees of the Con- 
gress, State legislatures, city councils and boards. 

We support legislation beneficial to all small businesses and our members 
in particular, and we oppose legislation which is detrimental. We render services 
to small businesses and individuals, helping them to go into business, stay in 
business, secure sources of supplies and materials, funds to operate the busi- 
ness and for expansion purposes. There is no service too large or small for the 
American Association of Small Business to undertake for one of its members. 
All a member has to do is tell us about his problem and we do our utmost to 
help solve it. 

We are a service organization and we endeavor to encourage small businesses 
to patronize each other, work together so that they may expand and become as 
big as their initiative, ability, and energy will permit. 

The definition approved by the Congress of small business is one that does not 
dominate its field. The Committee on Economic Development, 444 Madison Ave- 
nue, New York 22, N. Y., has presented a research which indicates that 98 per- 
cent of all the business units in the United States are small businesses. 

According to the United States Department of Commerce, there are over 
4,200,000 small businesses and professions in the Nation, and it has been esti- 
mated that the average number of individuals engaged in small businesses and 
professions are 10. Therefore, there are over 42 million people earning their 
bread and butter, or whatever they may have to eat in this level of our economy. 

This information has been presented to you so that the members of your com- 
mittee may have a better understanding of the scope and sincerity of the services 
performed by the American Association of Small Business, Inc. 

Many bills have been introduced in the House and Senate during the first 
sessions of the 85th Congress affecting the employee and employer relations of all 
businesses. None of these bills will be beneficial to industry, in the opinion of 
many citizens. Each year the battle cry of those who would regulate small 
businesses is heard in the halls of Congress. 


INFLATION, SOCIALISM, COMMUNISM? 


The standard steps down the road to totalitarianism seem to be inflation, 
socialism, and communism, according to recorded history. Today we find the 
members of this committee conducting hearings on proposed bills to change or 
amend the Federal Fair Labor Standards Act, which is more generally known 
to be the wage and hour law. 
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We find a very unusual spectacle of those who would support a change in the 
Fair Labor Standards Act, permitting an extension of coverage or wages paid 
to employees, doing all that they can to induce inflationary conditions throughout 
the Nation. The whole picture begins to look as though many people are trying 
to play politics by talking out of both sides of their mouth at the same time, 
The important thing to consider by everyone having the interest of our national 
economy in mind will be the fact that whenever wages are increased inflation 
goes up also. Inflation, in plain language, means increase in the price of prac- 
tically all of the necessities of life which millions of our citizens have learned to 
require in order to live according to the standards to which they have been 
accustomed. 

I believe everyone will agree with me when I say that the Fair Labor Stand- 
ards Act, which was passed in 1938, was expected to be applied to employees of 
employers producing goods for interstate commerce. This act, in the opinion 
of many people, is in violation of the rights of the respective States and the whole 
law should be repealed rather than amended. 

It was never the intention of the Members of Congress to pass the Fair Labor 
Standards Act back in 1938 to permit the socialistic, bureaucratic rulings and 
court decisions extend the effect of the act to an extent that even local busi- 
nesses would be covered by Federal wage-hour regulations. 

Inflation in this country is so out of hand that the Secretary of the Treasury 
is having difficulty securing enough money to keep the wheels of Government 
rolling. 

As the interest rate on Government bonds increases the value of the bonds will 
decrease and prices for goods will increase, unless the price-wage file upward 
is discontinued. 

Salaries and wages in many fields of industry have increased in great strides 
during recent years. But with all the increased salaries and wages the cost of 
living keeps going up also, resulting in a continuous burrow upward that can but 
lead us to socialism or communism unless the people of the United States of 
America decide to work for stability in government and ali industries. 

To give you some idea of the big pay raises received by a number of national 
industries generally accepted as setting a wage and salary pattern for all 
industries, according to the United States Department of Labor, I should like to 
present to you a tabulation of wage increases which may be of interest to the 
members of this committee as follows: 


| 





| 
Hourly wages ! | 

Rees | Increase sinee 

| World War II 

|} 1946 | Now | 


Bituminous-coal miners... ; | $1.11 | $2.78 | Up 150 percent 
nerenee SO... 3a ei Ser i I 3 e233 | 1.19] 2.56] Up 115 percent. 
Brewery workers. -_-..... si. simeeiee.cdas ‘ ’ 1.23 | 2.57 | Up 109 percent. 
Oil-refinery workers_...........-.- n> < , 1.39 | 2.58 | Up 86 percent. 
Building-trades workers---.....-.-- : 1.67 | 3.08 | Up 84 percent. 
Rubber-tire workers. ....................- sccle econ we | Up 79 percent, 
I at tht hii ei ebtis 63 + sateditinntnienind paleuedicatn 1. 32 2. 35 Up 78 percent. 


} 
| 
| 





1 Straight-time earnings or rates, overtime pay excluded. 


Another reason why there is no need for elimination of certain exemptions by 
amending the Fair Labor Standards Act of 1938 can be found in the records 
of the Federal district court in Richmond, Va., which reported that during the 
2 weeks ending April 25, 35 petitions in bankruptcy had been filed. The Federal 
district court in Richmond, Va., represents about 1 percent of all district courts 
in the United States. Therefore, at the same ratio bankruptcies now are run- 
ning around 1,750 a week. 

The time to stabilize our economy is at hand and there is positively no need 
at this time to encourage additional inflation by removing from the effects of 
the Federal Fair Labor Standards Act any of the various industries which are 
not now required by Federal law to pay the minimum wage. 

In bringing my statement to a close I would like to call to the attention of 
this committee that this is a good time for Americans of all political faiths to 
quit trying to fool themselves into believing that the credit balloon can be in- 
definitely inflated and that we can build economic and social prosperity on the 
quicksands of an ever-increasing debt. 
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There are many straws which point dangerous eddies in the winds. One of 
the most significant is the fact that insured unemployment under our social- 
security laws increased from 1,487,111 in the week of March 28, 1956, to 1,614,160 
during the similar week in 1957. This increase in insured unemployment rep- 
resents but 8% percent but the increase comes at a time when business generally 
opens up and employment begins to boom. 

The huge inventories of unsold capital, producer and consumer goods in the 
hands of manufacturers, wholesalers, and retailers are acting as brakes upon 
the economy with ever-increasing pressure. 

Another factor which looms as a portent of coming bad times is the insistence 
on the part of the present administration that its 1958 budget cannot be sub- 
stantially cut without great danger to our political ambitions throughout the 
world and our efforts to maintain peace. 

There will always be some doubts in the minds of many economists, as to 
the wisdom of trying to buy peace with foreign economic and military aid, while 
at the same time taking the American taxpayers to the cleaners for all kinds 
of useless and wasteful programs on the domestic front. 

One thing is certain, until the big Government spending is halted, wages and 
prices stabilized, there will be no end to the destructive forces of the inflation 
which is eating at the vitals of our economic system. 

From the recent issues of the Wall Street Journal it is reported: 

“Pennsylvania Railroad is laying off 1,600 shop workers. General Motors is 
furloughing 350 to 400 employees at an assembly plant in Arlington, Tex. Kel- 
vinator Division of American Motors lays off 350 employees at Grand Rapids, 
Mich. American Barge Lines of Jeffersonville, Ind., recalled 150 workers laid 
off since August of 1956. In St. Louis, Mercury division of Ford Motor Co. 
lays off second shift of 1,700. Trans-World Airlines (TWA) laying off 2,000 
of its 19,945 employees. Douglas Aircraft will drop 1,350 of 13,000 workers in 
Tulsa, Okla.” 

These employees may or may not be under the Fair Labor Standards Act or 
unemployment insurance programs of the several States. I hope they are getting 
unemployment insurance, for it will be very difficult for the heads of families to 
maintain the family morale in these days of high prices without some continuing 
source of revenue. 

The members of this committee are urged not to approve legislation which 
would eliminate certain exemptions now incorporated under the Fair Labor 
Standards Act of 1938, for the simple reason that it would tend to increase 
inflation, destruction of businesses, increase unemployment and cause an added 
burden in the payment of unemployment insurance at a time when over $20 
billion in unemployment tax has been deducted from employees and employers 
alike and turned over to the Federal Government and which has now been 
spent in the same manner as any other tax money. This expenditure has caused 
the sale of many millions of Government bonds and will continue to do so in 
order to provide for the payment of unemployment insurance. The Treasury 
of the United States is experiencing difficulty in selling additional bonds which 
may eventually cause the United States Government to be in a position where it 
will be unable to pay its obligations. When this happens we will be in the 
embarrassing position of having a run on the Federal Treasury as well as the 
banks throughout the Nation. 

I want to thank the gentlemen of the committee for having granted me this 
opportunity to present my testimony, which I trust will be of some assistance to 
you in your deliberation concerning your decision not to extend the effects of 
the Federal Fair Labor Standards Act any exemptions which it now provides. 

Yours for keeping small business in business. 


STATEMENT oF A. BH. ROSENTHAL, Port ARTHUR, TEx. 


Mr. Chairman and gentlemen of the subcommittee, I am A. E. Rosenthal, 
operator of two small restaurants in Port Arthur, Tex., employing an average of 
18 to 20 people in both establishments. My seating capacity is limited and this 
in turn limits my volume to under $2,500 per week with a labor cost of from 28 
to 30 percent of my sales. My investment is about $1,000 per seat and in 
excess of $2,000 per employee. 

Our area is highly industrialized, and our business is forced to draw on a labor 
market of patrons, many of whom are below average in education, young and 
inexperienced and aged and handicapped. At least 25 percent of my employees 
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have been with me for 10 years or more and another 40 percent of them, 5 years 
or more. I recognize these employees as excellent and feel they could obtain 
work anywhere in our industry. And whereby my average minimum pay is 
about 70 cents per hour, plus meals, tips, uniforms, and bonuses, I feel they are 
satisfied as to both their wage scale and working conditions. 

My wife and son are associated in this business with me. My wife and self 
are past 70 years of age and have worked for many years in paying off our 
investment and building something to pass on to our son. Our earnings are no 
greater than that of a key employee plus a reasonable return on our investment. 

We cater to a class of trade that is required to eat all or most of their meals 
in a restaurant for one reason or another, 90 percent or more of them being in a 
low income bracket, male and female, so-called white collar workers. 

Our industry finds it more difficult than other industries to pass on the ever- 
increasing costs of raw materials, labor, and equipment to their customers. At 
this time, we are confronted with the necessity of finding ways and means to 
reduce our costs of operation to remain in business. Any new increase in oper- 
ating expenses, labor or other, would soon carry us beyond the point of no return, 
and soon force many of us to close our doors. 

As I have stated, I am past 70 years of age, the closing of my doors concerns 
me much less for myself than it does for my 20 employees and many customers. 

My menu prices cannot absorb higher operating costs nor can my customers 
meet higher prices. Again let me say, restaurants as a whole find it more dif- 
ficult than any other industry to pass on the ever-increasing costs of raw 
materials, labor, and equipment. Particularly is this true as to the small operator 
catering to the so-called white collar market who must have good wholesome 
food at reasonable prices. 

Even though we have been faced with a continuing production cost, I have 
made little or no change in my menu prices during the past 5 years. I did, how- 
ever, recently raise the price of my plate lunches about 10 percent. This immedi- 
ately brought about a decrease in volume. 

If I am forced to meet the standards of wages and hours as set forth in the 
amendment in the present law, based on my sales of the past week, my labor 
costs would increase from 26.7 to 43.5 percent. To meet this increase, I feel I 
would soon price myself out of business. 

I know that some of the amendments read as if they exempt the small operator, 
but I am sure that if any restaurants are covered, all would feel the effect. I 
suggest that the exemption to restaurants remain as it now exists in the present 
law. Free enterprise must be preserved. Thanks for your time and consider- 
ation. 


STATEMENT OF ToyYr Bros. YELLoOw Cas Co., oF NEw ORLEANS, LA., IN OPPoO- 
SITION TO PROPOSED AMENDMENT TO THE Farr LABor STaNpDARCS Act To REMOVE 
TAXICAB EXEMPTION 

I. INTRODUCTION 

(A) Our history 


We of Toye Bros. Yellow Cab Co. and our family predecessors have been 
engaged continuously in the business of transporting passengers for hire in New 
Orleans, La., since 1852, when our first horse-drawn carriage appeared on the 
streets. 

We are proud of the service which we have rendered to the people of our 
community and are deeply grateful for their patronage. We have tried to make 
our name synonymous with service. Our constant and paramount objective has 
always been to provide better and more responsible taxicab service to the travel- 
ing public. 

In 1952, when we celebrated our 100th anniversary, we were cited by the 
National Association of Taxicab Owners, the National Safety Council, and others 
in recognition of our pioneering, safety records, and other outstanding achieve- 
ments in the taxicab industry. 

Our taxicab business has prospered and grown since our first automotive taxi- 
cab, in 1907. Wenow operate a fleet of 255 modern taxicabs, which are available 
to use on a 24-hour-day 7-day-week basis. They are maintained in good operat- 
ing condition at all times. We believe that the services rendered by us compare 
favorably with the best. 


(B) Employee relations 


1. In general.—We employ some 350 drivers, about 28 percent of whom are 
part-time employees. Our employee relations are good, as always. In our entire 
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107 years of business we have experienced no real labor trouble. Our employees 
are content. Morale is high. 

2. Compensation.—The pay of our drivers consists of commission of 40 percent 
of all fares collected, plus tips and bonuses for safety and efficiency achievements. 

With only slight modifications, to meet changing conditions, this has always 
been our system. It has worked well to the mutual advantage of our employees 
and ourselves. 

In effect, this is a profit-sharing plan, which promotes efficiency and provides 
an incentive to the drivers. 

Our experience has established that commissions based on a fixed percentage 
of earnings is the only sound and fair method by which taxicab drivers can be 
compensated. 

II. THE PROPOSED AMENDMENTS 


We understand that there are two proposed amendments to the Fair Labor 
Standards Act affecting the taxicab exemption. One, 8S. 1267, would remove the 
entire exemption. It seeks to bring all taxicab operators within the coverage of 
the act. The other, sponsored by the Secretary of Labor, would remove the 
exemptions to all operators with 100 or more employees. It would leave exempt 
only those operators employing fewer than 100 employees. 


Ill. LEGISLATIVE HISTORY OF TAXICAB EXEMPTION 


The Fair Labor Standards Act was enacted by Congress in 1988 (29 U. S. C. 
201) under its constitutional authority to regulate interstate commerce. It was a 
depression remedy, designed to spread employment and to correct, and eliminate, 
as soon as practicable, labor conditions detrimental to the maintenance of a mini- 
mum standard of living necessary for health, efficiency, and general well-being of 
workers, the existence of which in industries engaged in commerce, or in the 
production of goods for commerce, caused a burden on, and obstructed, the free 
flow of commerce. These results were to be accomplished primarily by placing 
a floor under wages and a ceiling over hours of employment. Congress clearly 
declared its policy to achieve the ends of this remedial legislation without sub- 
stantially curtailing employment or earning power. 

The original act did not expressly exempt taxicab operators, as such. How- 
ever, it did exempt employees of local transportation systems, as well as service 
establishments. It was thought that these exemptions excluded the taxicab 
industry from the act. 

However, efforts were made to bring taxicab operators under the act by inter- 
pretation of its provisions. But in each of the reported cases, the courts held that 
the act was not applicable to taxicabs (Lundin v. Chattanooga Transportation 
0o., 7 ©. C. H., Labor cases, 61,8838—D. C. Tenn., 1943; Burke v. Brown Baggage 
Co., 6 C. C. H., Labor cases, 61,279—D. C. Tenn., 1942; and Ridley v. General 
Cab Co., of Nashville, Inc., 5 C. C. H., Labor cases, 60,951, Chancery Court, David- 
son County, Tenn., 1942). 

Then, by a 1949 amendment, effective January 25, 1950, section 13 (a) (12) 
was added, which declares, in effect, that the minimum-wage and overtime-pay 
provisions shall not apply with respect to any employee of an employer engaged in 
the business of operating taxicabs. 

This is a complete exemption. It is an “employer” exemption, as distinguished 
from the usual exemption determined on an “employee” basis. This means that 
all employees engaged in the taxicab business are exempt from the wage-and-hour 
provisions of the statute, regardless of the nature of the work. 

We understand that this amendment was based on a comprehensive review and 
thorough study of conditions in the taxicab industry. We believe the decision 
of the Congress to insert this specific exemption is a clear recognition that the 
taxicab business is not within the contemplation of the act. 





IV. REASONS FOR EXEMPTION 


When the minmum-wage and overtime-pay provisions of the Fair Labor Stand- 
ards Act are viewed in the light of the existing conditions in the taxicab industry, 
we believe that the reasons for the taxicab exemption are more cogent now than 
ever. 

Our conscientious study convinces us that the taxicab industry is not within 
the design or purposes of the act. 
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When a realistic appraisal is made of the effect of the act on the taxicab in- 
dustry, the conclusion, we believe, is inescapable that the exemption should not 
and must not be removed. 

AS we see it, all of the essential considerations favor in fact, compel—the 
taxicab exemption. 


(A) Nature of business 


The taxicab business is complex in character. There are many peculiar con- 
ditions which make the act unadaptable. 

1. Not interstate.—In the first place, the taxicab business is essentially local. 

Only a very small part, less than 1 percent, of taxicab trips have any connec- 
tion with interstate commerce. These are generated mostly to and from airports, 
and railroad and bus stations, and many, if not most, of these trips are to final 
destinations, such as, residences, hotels, and offices. 

The operations of taxicabs are restricted to their immediate areas. About 
99 percent of the trips are to and from points within the city where the taxi- 
eabs are based. Such an insubstantial part of taxicab operation is closely re- 
lated or directly essential to interstate commerce that the effect, if any, 
of conditions in the taxicab business on interstate commerce is so negligible that 
it would seem not to be a matter for Federal legislation. 

2. Compensation.—Taxicab drivers, with rare exceptions, are not pxid fixed 
wages. They are paid on a commission basis, and receive from 35 to 45 percent 
of the fares collected by them. Their commissions are earned on each fare when 
collected. 

In effect, this is a profit-sharing arrangement. It provides an incentive and 
rewards the industrious and efficient drivers. Experience has proved that this 
is the only fair and practicable method by which drivers can be compensated. 

Employers in the taxicab business could not be fairly expected to, and few, if 
any, could guarantee their drivers a fixed minimum wage, as required by the 
act. 

Actual earnings of the drivers must necessarily be determined by the pas- 
sengers carried and the fares collected. There is no other way, fair to them and 
the employers, to compensate them. 

3. Full-time btusiness—The taxicab business is in truth a service establish- 
ment. To remain in business, a responsible taxicab operator must have avail- 
able or on call at all times, on a 24-hour day, 7-day week basis, an adequate 
number of taxicabs to serve the public needs. 

If the minimum hourly wage and overtime pay standards of the act were 
applied to the taxicab business, the operators would be compelled to limit the 
hours worked to avoid the payment of overtime. 

There is such a shortage of responsible and competent drivers that it wou'd 
be impossible to operate a sufficient number of taxicabs to serve the public. 
The natural results would be bad for employers as well as employees. All would 
earn less, and the traveling public would suffer from the curtailed services. 

4. Self-determination of hours.—Most taxicab drivers want to determine their 
own hours of work. Within some flexible limitations, they are permitted to se- 
lect their work hours. Naturally, they work during the busy hours, when they 
-an make more trips and collect more fares. 

Many drivers, estimated at about 25 to 30 percent, are part-time employees. 
These men drive only when, as, and if they must and can supplement their 
regular incomes. 

The hours worked by taxicab drivers are irregular, and fluctuate from day 
to day, and week to week. 

Taxicab operators must be flexible in arrangements. They are unable to fix 
definite hours of work for many of their drivers. 

This is an important factor which militates against inclusion of taxicab oper- 
ators in the act. 

5. Regulated fares.—The taxicab industry is strictly regulated and carefully 
supervised by local governmental agencies. Rates are determined by the public 
authorities. Increases are difficult, and, in many cases, impossible to obtain. 
Even when the need for an increase is recognized and acknowledged, it may not 
be granted. 

It is common knowledge that the rates have not been adjusted upward to com- 
pensate for the increased costs of taxicab operations. The margin of profit has 
been reduced to a minimum. The employers cannot absorb any additional costs, 
as would surely result from a removal of the taxicab exemption. And, there is 
no way by which taxicab operators can pass on to the users of the taxicabs 
any increase in the cost of their operations, without an increase in rates. 
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6. Competitive disadvantage will result.—In many cities, there are only 1 or 2 
taxicab operators who employ their drivers. In most areas, the taxicabs 
are rented to the drivers under a lease arrangement. Presumably, none of 
these drivers would be affected by the act. Therefore, the responsible firms 
with employee drivers would be placed at a decided competitive disadvantage, 
and the operators of the rented cabs would enjoy a preferred position. 

For example, in New Orleans, of the 1,500 taxicabs with permits, only 255, 
those owned by Toye Bros. Yellow Cab Co., are driven by employees. All others 
are operated by individuals on a rental basis. These so-called independents 
would be unaffected by the act. Thus, inequities would result from the act. A 
severe economic hardship would be placed on the more responsible operators.. 

7. Effect on public.—It requires no prophetic vision to foresee that the public 
would suffer if the act were applied to the taxicab industry. 

The taxicab owners would be compelled to curtail their operations. They could 
not provide the same service, because of the increased operating costs. Being un- 
able to absorb these costs, they would be required to reduce their overhead. In 
consequence, the present services to the traveling public could not be main- 
tained. It would be necessary to do such things as cut maintenance costs, and 
reduce liability insurance protection. 

8. Effect on employees.—We believe that the application of the act to the taxi- 
cab industry would curtail the employment of drivers, and would surely reduce 
their earnings. 

To survive, the employers would have to reduce the commissions now being 
paid to the drivers. Many operators would be compelled to eliminate the time- 
honored commission method of compensating taxicab drivers. The standards 
of living for taxicab drivers and their families would be substantially reduced. 

9. Effect on employers.—lIt is clearly evident that the act would result in seri- 
ous irreparable injury to many responsible taxicab operators, and would be 
ruinous to many others. 

Vv. CONCLUSION 


We respectfully submit that the Fair Labor Standards Act should not, cannot, 
and must not be applied to the taxicab industry. Accordingly, we ask that the 
exemption be preserved. 


WartTerRnuRY, Conn., June 2, 1957. 
Hon. AUGUSTINE B. KELLy, 
Chairman Subcommittee on Labor, Old House Office Building, 
Washington, D.C.: 

Extremely sorry I cannot leave Hartford in closing days of legislature to testify 
before your committee. Strongly in favor of extended coverage under Fair 
Labor Standards Act and expansion of overtime pay to more groups as proposed 
by H. R. 4575. Complete statement by letter will follow. 

RENATO RiccruTt, 
Commissioner of Labor, State of Connecticut. 


NATIONAL CoTTon GINNERS’ ASSOCIATION, 
Atlanta, Ga., May 20, 1957. 
Mr. A. Reais KELxey, 
Clerk, Subcommittee on Labor Standards, 
House Office Buiiding, Washington D.C. 

DearR Mr. Kevtiey: As per your letter enclosed is statement to be entered in 
the official records of the subcommittee hearings on labor standards of the 
House Committee on Education and Labor. 

I enjoyed the committee meeting in New Orleans and want to state that I 
think it one of the most fair meetings I have ever attended. The committee 
members seemed interested to find the facts and they are to be commended. 

Sincerely, 
Tom Murray, Evrecutive Secretary. 
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STATEMENT OF ToM Murray, Executive SECRETARY, NATIONAL COTTON GINNERS 
ASSOCIATION 


My name is Tom Murray, I am executive secretary of the National Cotton 
Ginners Association. 

At the annual meeting of the National Cotton Ginners Association held in 
1956 and again in 1957 the substance of two resolutions adopted were as 
follows: 

That the association oppose any extension of coverage under the Fair Labor 
Standards Act. 

That every attempt be made to secure a realistic definition of “area of pro- 
duction.” 

To consider the position of the ginning industry, we must first consider the 
farmer who grows the cotton to be ginned. To say that he is enjoying the 
Nation’s prosperity would be a false and misleading statement. The Nation’s 
economy is generally prosperous. Month after month, personal income has hit 
a new peak. The 1956 rate is more than $18 billion above the 1955 level. The 
take-home pay and buying power of factory workers is also at an all-time high. 
Corporation earnings are among the highest on record with large dividends 
being paid. The agricultural situation is just the reverse. During the last 10 
years farm costs have gone up 19 percent, farm prices are down 15 percent, 
and net income for farm operators and their families are down 32 percent. 

Some of the bills before this committee would eliminate the minimum wage 
and maximum hour exemption for farm labor by using as a criterion the 
number of man-days of hired farm labor employed by the farm operator. 

In some parts of the Cotton Belt there is practically no mechanization. Ap- 
proximately 180 hours of man-labor go into the production of a bale of cotton 
on a farm that is not mechanized. To handpick a bale of cotton takes about 
8 days. A farmer in this category, producing about 75 or more bales of cotton, 
of which 50 bales were picked from October 1 to January 1, would lose his 
exemption. His labor cost alone for the following year would be at least $180 
a bale. This labor cost will exceed what the farmer receives for a bale of 
cotton. It is obvious that such a farmer cannot pay $1 an hour wage and many 
workers would lose their jobs. 

Can we look on agriculture as we do any other business enterprise? Let us 
look at a manufacturer who makes the smallest screw to those who make 
tractors, automobiles, or planes. All of these manufacturers set their rate of 
production on the business already booked or anticipated. They engage the 
number of employees necessary to produce their product and have control over 
production and production cost. They set a selling price on their product that 
reflects their production cost and net profit to the company. 

Their selling price reflects their labor cost and with each increase in labor 
cost there is an increase in price. Let me point out that after the steel industry 
gave an increase pay to labor the price of steel was immediately increased. 
That increase has been reflected in everything we buy that has steel init. Cost 
of man-labor can be controlled but the cost of God’s wisdom in production can- 
not be controlled. 

Now, let us look at agriculture production. When a farmer plants his crops 
can he regulate his production, production cost, and his selling price? We feel 
sure this committee will agree he has no control over any of these three factors. 
First, consider his production. The farmer tills his soil and plants his crop, 
providing the weather will permit him to do so. In many years we have cold 
and wet spells that prevent him from planting at a time of year when he ordi- 
narily would. The late planting, in most cases, does not give the yield ordinarily 
harvested if planted at the proper time. Even after planting, his production 
depends on the sun to provide its heat and the rains to provide moisture at the 
proper time to develop his commodities. Man to this date has not been able 
to control these elements—the sun and the rain—furnished by God, so, therefore, 
cannot control the production of agricultural comodities. 

What about production cost? Any increase in cost in products the farmer 
needs is passed on to him to produce his crop. Increases in fertilizer, farm 
implements, insecticides, and supplies of all kinds produced under wage and 
hour law are passed on to the farmer. After all these increases are paid, his 
production cost cannot be figured because he does not know if he will have a good 
crop or a crop failure. Most crops are produced within a period of from 60 to 
90 days’ growth, if—and I repeat—if the weather, which the farmer cannot 
control, is good. 
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What about his selling price and net profit? As you gentlemen know the law 
of supply and demand will return to the farmer the amount of money he receives 
for his crop. He does not set a price on his agriculture commodities that will 
guarantee to him a profit, as manufacturers do when increased wages are 
granted, but sells at whatever the market will bring regardless of a profit or loss. 
- Any law enacted for the benefit of one without consideration for the others 
interested is not the way of true Americanism and we ask you not to try to 
enact into law the wisdom of God who controls the elements to produce agricul- 
tural commodities. The return in 1956 to the farm operator and his family 
including return for management was 66 cents per hour. 

We ask this committee to recomend that the Fair Labor Standards Act not 
be extended to cover agriculture. 

Now let us look at the service of ginning cotton. 

Some of these bills would also eliminate the exemption for first processors 
of agricultural commodities and the “area of production.” Let me point out that 
the ginners and first processors of agricultural commodities perform services to 
farmers. Of all the agricultural commodities produced by the farmer there is 
none that he is more dependent on for a service than for the cotton be produced. 
Until the ginner provides the service of separating the seed from the cotton his 
cotton is practically worthless. The service of ginning cotton is a necessity to 
the sale of cotton and any increase in performing ginning service or the first 
processing of an agricultural commodity will be passed on and paid for by the 
farmer. Instead of eliminating these exemptions, we urge this committee to 
approve an amendment to the Fair Labor Standards Act that will put into effect 
exemptions for first processing and handling of agricultural commodities as was 
intended by Congress. The Secretary of Labor has all buy nullified completely 
the area of production exemption. Let us look at the Secretary’s definition : 

“A gin may be located within the area of production or outside the area of 
production. (a) It is located within the area of production (1) if located in the 
open country or rural community, and (2) if 95 percent of the cotton which it 
handles comes from within a radius of 10 miles. Open country or rural com- 
munity does not include any town of 2,500 or more population or any area within 
1 airline mile of any town of 2,500 to 50,000 population, or within 3 airline miles 
of any city of 50,000 to 500,000 population.” 

Under the present definition a cotton gin located directly in the middle of a 
county producing 60,000 bales of cotton is not in the area of production if it is 
within 1 mile of a town with a population of more than 2,500, or within 3 miles 
of a city of over 50,000. It makes no difference that this is the largest cotton- 
producing county in the United States. If there were no population concentra- 
tions such as these, the gin would still be outside the area of production if 5 per- 
cent of the cotton ginned in 1 month came from farms more than 10 miles distance. 
There are many farms on which cotton is produced that are not located within a 
radius of 10 miles of a gin. Are ginners asked to tell the farmer we cannot gin 
your cotton because you live beyond the 10-mile limit or will he have to pay 
more to have his cotton ginned. Please bear in mind that any increase to the 
first processor of an agricultural commodity will have to be passed on to the 
farmer. The unfairness of the Secretary of Labor’s definition is shown by 
several court decisions and we quote part of two: 

“No legal basis can be suggested for defining ‘area of production’ by arbi- 
trarily describing a circular area having a radius of 10 miles * * * United 
States District Court for the Middle District of Georgia in Fleming v. Farmers 
Peanut Co., 37 Fed. Supp. 628, 1941. 

“It cannot be said that Congress granted an exemption by section 13 (a) (10) 
of the act and then empowered the Administratur to withhold application or 
operation of that exemption by refusing or failing to make a proper and valid 
definition of ‘area of production.’ United States District Court for the Eastern 
District of Texas in Clark et al. v. Jacksonville Compress Co., 45 Fed. Supp. 48, 
1941.” 

How has legislation in the past effected the cotton-ginning industry. Through 
legislation the production of cotton in the United States during the last several 
years has been greatly reduced while we have spent millions to send our agricul- 
tural specialists to foreign countries to teach them how to produce more cotton 
on unrestricted acreage. 

Now comes the soil bank plan. The United States Department of Agriculture 
has reported approximately 3,100,000 cotton acres signed up in the plan on which 
the payment to farmers will be $153,342,000 or about $51 per acre. Based on the 
1956 per-acre yield of cotton, this should reduce 1957-58 production by 2,530,000 
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bales. If the price for cotton is figured at 32 cents per pound on the reduction, the 
loss to cotton production will be $404,800,000. Subtracting the soil-bank payment 
of $153,342,000, leaves a net loss of $251,458,000. The ginners will suffer much 
of this loss but as usual his taxes, insurance, maintenance, and other expenses 
will go on. 

For years the ginning industry has not been profitable. It is best shown by 
figures we secured from the United States Department of Commerce, Bureau of 
Census on May 11, 1957. In 1945 throughout the Cotton Belt there was a total 
of 11,048 gins. In 1955, the last year for which figures are available, there was 
7,563 gins in the Cotton Belt or a reduction of 3,485 gins. Of these 7,563 gins, 
634 were idle in 1955. We feel that there will be in excess of 1,000 gins idle 
during the 1957-58 ginning season. 

Ginners cannot pass on any increase cost to the consumer nor can the ginner 
absorb any increase in the cost of labor. They would have to pass any labor 
increase back to the farmers in the form of increased ginning charges and 
related services. The farmer obviously cannot stand to pay more for processing 
of his commodities. 

To give to the farmer and first processors of agricultural commodities an 
opportunity to continue to give to our country the commodities and services 
so vital to our welfare, there is now pending Senate bill S. 1418 that will not 
extend coverage under the act. Included in this bill is clarification of “agricul- 
ture,” “first processing,” and “area of production.”” We ask that this committee 
approve the needed changes as provided in bill 8. 1418 and use your efforts to 
have it enacted into law. 

We thank you gentlemen for the privilege of appearing before you. 


TEXAS WOOL AND MOHAIR WAREHOUSE ASSOCIATION, 
Sonora, Tewv., May 11, 1957 
Hon. AUGUSTINE B. KELLEy, 

Chairman, Subcommittee on Labor Standards of House Committee on 
Education and Labor, United States Courthouse and Post Office Build- 
ing, New Orleans, La. 

DEAR CONGRESSMAN KELLEY: It is requested that this statement be included 
in the record of the hearing being conducted by your committee in New Orleans, 
May 13-16, on your bill which would amend the Fair Labor Standards Act to 
include agricultural workers and which would also eliminate the partial exemp- 
tion now accorded the handlers of wool and mohair in Texas, 

This association represents 52 wool and mohair warehouses in Texas and 
wishes to vigorously oppose any change which would affect their present partial 
exemption. 

The wool and mohair warehouses are very closely connected to production 
of wool and mohair. They operate on a very small margin of profit. Elimination 
of this partial exemption would greatly increase the cost of production. This 
increased cost must be passed back to the producer for the price of wool and 
mohair is determined by the world price. It does not take into consideration 
the costs involved in its production. 

The wool and mohair warehouseman does not buy wool and mohair from 
the producer. He stores it and makes it available for sale at all times. 
Secause approximately 90 percent of the clip comes in during a very short 
period in the spring and again in the fall he must maintain a large force of 
men for long hours each day during that period to take care of the wool and 
mohair as it arrives at the warehouse. 

-artial exemption was accorded the industry in 1950 for these very good 
reasons. 

We respectfully and urgently request that the Fair Labor Standards Act not 
be amended to change the partial exemption now accorded this industry. 

Yours truly, 


FrRep T. EArwoon, President. 
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Texas SHEEP & GoaT RAISERS’ ASSOCIATION, 
Ozona, Tew., May 11, 1957. 
Hon. AuGuUSTINE B. KELLrEy, 
Chairman, Subcommittee on Labor Standards of House Committee on 
Education and Labor United States Courthouse and Post Office Building, 
New Orleans, La, 

DEAR CONGRESSMAN KELLEY: We respectfully request that this statement be 
included in the record of the hearing being conducted by your committee in New 
Orleans May 13-16 on proposed amendments to the Fair Labor Standard Acts. 

This association, which represents the sheep and angora goat industry in 
Texas, strongly opposes any changes in the present wage-and-hour law which 
would affect agriculture. As you know all ranch labor used in the production 
of lamb and wool and mohair is exempt from the present laws provisions. 

Wages and working hours for livestock operations, as well as for most all 
agriculture, are different from those in other industries. 

The very nature of operations on livestock ranches makes it impossible in 
most cases to work a predetermined number of hours. In certain seasons— 
while lambing, shearing, shipping or in emergencies following heavy rains that 
wash out fences and allow livestock to mix or when strong winds break wind- 
mills that supply water for the livestock—the worker might spend from 12 to 
14 hours at his job. During the normal periods which make up most of the 
year the worker may work eyen less than do workers in industry. At the end 
of the year the average number of hours worked will not be much different, if 
any, from those worked in industry. 

It would be highly impractical to attempt to keep time records on these men 
on livestock ranches. Many times they are away from ranch headquarters and 
supervision all day long. 

The inclusion of livestock workers in the provisions of the wage-and-hour law 
would greatly increase costs of operations by forcing the rancher and farmer 
to hire more workers to do the same job. 

The producer of livestock products cannot pass those increased costs on to 
the consumer as does the manufacturer. His product brings only what the 
buyer will pay regardless of his cost of production. 

We respectfully but urgently request that the Congress not amend the present 
Fair Labor Standards Act to include the presently exempt agriculture labor. 

Yours truly, 
T. A. Kincaip, Jr., President. 


Van Noys, Catir., April 9, 1957. 
Hon. Joe Hott, 
House of Representatives, Washington, D. C. 

You are respectfully requested to vigorously oppose any proposal to extend 
coverage of the FLSA to retailing. 

I have been in retailing for 14 years and know very well that this law is not 
designed for retailing. Stores in this town don’t compete with those in New 
York, as factories could. It would be inflationary and unrealistic, to say the 
least. 

Very truly yours, 
ROWLAND J. OWENS. 





Nortu Hotiuywoop, Cauir., March 15, 1957. 
Congressman Jor Hout, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN Hott: There are two impending problems that I would 
like to voice my opinion on: 

(1) It is the obvious endeavor of the labor unions to widen the coverage of 
the dollar minimum wage law, also to tilt it to $1.25 soon. 

While we are a small company involving only five theaters, we do cross 
State lines, having theaters in California and Arizona. With the competition 
of television and the changing attitude of picture distributors toward theaters 
as a market, we have been hanging on virtually by our teeth. If the Govern- 
ment had not eliminated the admissions tax up to 90 cents per person, I doubt if 
we could have come through the last winter. 

I was forced to sell a theater in Reno, Nev., at considerably less than we 
thought it was worth, because of the antitrust department blocking a sale a 
year ago to Fox West Coast Theaters. 
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We have checked out the probable effect of an increase in the ushers, cashier, 
and snack-bar personnel from their present rates of 75 to 85 cents per hour to 
a $1 or $1.25, and on the basis of our current performance, we would be forced 
out of business. Most of these people are employees of the United States Air 
Force at Tucson, or married women seeking a little outside income, or students 
of the University of Arizona, or members of the Marine base at Camp Pendle- 
ton, Calif., or the marine and naval base adjoining our midway drive-in- theater 
in San Diego, Calif. 

As a matter of fact, we employ three chief petty officers and a mailman. These 
extra jobs are extra income to these people. They are not wholly dependent on 
these jobs for their livelihood. 

(2) Now, in the matter of pay-as-you-see television, we feel that to allow any 
private groups to gain control of television, even though they only control a 
couple of channels so that they might control the purchase and distribution of 
pictures in, for example, a Texas territory, where I read that Interstate is pre- 
paring to supply pay-as-you-see television in 26 cities, that this would create a 
monopolistic opportunity for a favored few who have the resources to undertake 
an enterprise of this magnitude to the exclusion of smaller independent circuits 
and individuals. 

The people granted the right to lease TV shows to private homes on private 
wires would have an impregnable control of the market and could conceivably 
shut down 80 percent of the theaters in the United States. 

Ordinarily TV, which is now available to all Americans free would be jeopar- 
dized by the bidding of these limited private enterprises for anything worth 
seeing, so that they might sell it over private TV channels. 

We urge that you consider these factors seriously in any decision you may 
make to oppose or support these measures. We hope you will oppose them. 

Sincerely, 
F'Loyp C. BERNARD, 
President, Midway Enterprises, Ine 


NortH HoLiywoop, Carr 
Hon. Jor Hout, 
House of Representatives, Washington, D. C. 

You are respectfully requested to vigorously oppose any proposal to extend 
coverage of the FLSA to retailing. 

I have been in retailing for 32 years and know very well that this law is not 
designed for retailing. Stores in this town don’t compete with those in New 
York, as factories could. It would be inflationary and unrealistic, to say the 
least. 

Yours very truly, 
M. J. HOFFMAN. 


J. R. Stmpror Co., 
Boise, Idaho, April 4, 1957 
Hon. Joe Horr, 
Member, Labor Standards Subcommittee, House Committee on Education 
and Labor, Washington, D. C. 

Dear Sir: It has recently been brought to our attention that vour committee is 
concerned with H. R. 4575, being a bill to eliminate the present agricultural 
exemptions under the Federal Fair Labor Standards Act. 

This company leases considerable land to farmers in the State of Idaho, and 
is also the operator of the largest food processing plant in the State. We are 
vitally interested in the retention of the agricultural exemptions during the 
harvesting seasons, for the reason that we know and share with the farmers the 
problems of being faced with a harvest which cannot be delayed and shortage 
of seasonal labor to help with such a harvest. In addition, once the crop is 
harvested, our company must cope with the problem of processing a perishable 
product at its peak and prior to its deterioration. We, too, are faced with a 
shortage of help at these crucial times, and to penalize us by requiring us to pay 
overtime during these peak processing pericds, would be to bring our cost so 
close to the market price which we can command that it is likely that it would 
not be profitable for us to continue in this work. 

Agricultural exemptions are extremely important in States having a small 
population, where there is no large labor supply. These States are often the 
agricultural States of the Union, and the result is a situation similar to that 
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of Idaho when the harvesting season comes on. It is our understanding that the 
exemptions were included in the act to assist in just such circumstances, and we 
do not feel that the present economic situation justifies in any way the removal 
of the agricultural exemptions. 
For these reasons, we strongly urge that you lend your aid to defeat H. R. 4575. 
Respectfully yours, 
L. E. Hatent, Counsel. 


SAn Francisco, Cauir., April 11, 1957. 
Hon. Jor Hor, 
Committee on Education and Labor, 
House of Representatives, Washington, D. C.: 

Loss of retail exemption by California furniture dealers will work terrific 
hardship on hundreds of our members operating furniture stores in California. 
Retailing is a service business. Store hours are determined by customer needs 
and demands. Retailing unlike factory assembly lines cannot attain a regular 
selling schedule for employees. Removing retail exemption would result in 
increasing prices to the customer curtailing services and reduced job oppor- 
tunities. Your consideration will be appreciated. 

RALPH A. Brown, 
Managing Director, Retail Furniture Association of California, Inc. 


MINNESOTA RETAIL FEDERATION, INC., 
Minneapolis, Minn., May 7, 1957. 
Hon. AUGUSTINE KELLEY, 
Chairman, Subcommittee on Labor, 
House Labor Committee, Washington, D. C. 


My Dear Mr. Ketiey: I hope that you will read this letter to your subcom- 
mittee during its hearings on broadening the minimum wage provisions of the 
Fair Labor Standards Act and that this communication will be made a part 
of the record. 

First, I urge you to conduct a hearing for Minnesota’s retail and service 
trades people in Minneapolis. There are many small merchants, hotel owners, 
restauranteurs, and others who wish to make their individual and collective 
ideas known to your committee. They cannot afford to go to Washington 
and feel that a concentration of hearings in the National Capital tends to deny 
them full exercise of their right of petition. In this connection, I shall hold 
myself in readiness to assist your committee and staff in handling details of 
your visit here. I shall be delighted to aid you in obtaining a place for your 
meeting, hotel reservations, and serve you in any other way I am able. 

Second, a visit here will show you almost complete opposition to bills that 
would embrace retailing and the service trades in the Federal provisions. Our 
small merchants, unaffected directly by the bills now pending, want none of 
them. They know that legislating now only as to the “big” is a temporary 
expedient and that succeeding Congresses will be pressured to push the coverage 
downward to include others. They know, as your committee must know it, 
that, in these days of fluid interstate transportation and flow of merchandise 
across State lines, all merchants, all service trades, all businesses, all individuals 
“affect commerce” and that legislation is wholly artificial when it embraces, 
for example, only firms doing $1 million in business through 100 or more em 
ployees. This is not to argue for complete coverage of all. That would be 
unconstitutional and wholly intolerable. It only means that all stores, large 
or small, all hotels or motels or restaurants, large or small, are local and 
wages and hours should be controlled by local conditions of supply, demand, 
and standards and costs of living. 

Legislative attempts to regulate local conditions from Washington is a dan- 
gerous sign of Federal egotism and pride. We are amazed to see legislators, 
dedicated to the cause of personal freedom, use their high office to urge Federal 
control of local business. There is something frightening about it. 

We hope you will come to Minneapolis. We want you to feel the pulse of 
this region. We shall try to be good hosts to your House colleagues and staff. 

Respectfully, 
Tomas H. Hopason, 
Haeecutive Vice President. 
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Curcaeo, Iru., March 21, 1957. 
Hon. MARGUERITE Stitt CHURCH, 
House of Representatives, Washington, D. C. 

Dear Mrs. CuurcH: This letter is written to register a protest against a pro- 
posed bill to place the hotels and service industries of the country under the 
Fair Labor Standards Act. The Republican administration gave the impres- 
sion that they were against the transfer of power to a central government and 
favored the return of as much as possible power to the States. This is one of 
the reasons why I supported them, and this bill comes like a stab in the back 
from a supposed friend. It would place hotels and some other service industries 
under interstate laws and regulations. Whereas what a hotel does is sit in one 
place and dispenses service to those people who come to it. It doesn’t send goods 
to people who cross State boundaries and one has to lean quite a bit to the left 
to even consider that hotels are interstate commerce in the first place. Then for 
the administration to propose a bill for such a regulation leaves me questioning 
the good intent of some of the most sincere expressions by President Eisenhower. 

Personally, I always made more money under the Democrats anyway and both 
my support and contributions were on the basis of a principle and not an eco- 
nomic return and should this law pass I will no longer be a contributor, that is 
for sure. There are many other economic and social reasons why the proposed 
law and regulation is unsound. Some have to do with equity, some have to do 
with application. They are as follows: 

1. Outside of the metropolitan cities, hotel business all over the country is 
poor. It is only averaging 50 to 60 percent occupancy and the passage of such 
bill will put a lot of smaller city hotels out of business. 

2. The big city hotels, of which I have none, already pay over the minimum 
wage and it is not necessary there. In such cities as New York, Chicago, San 
Franciso, the hotels are relatively free from motel competition, at least down- 
town. They are at the mercy of the unions, or rather the public is at the mercy 
of the unions because no matter what unreasonable demands they make, the 
hotel simply raises the rate and anybody going to those cities has to pay it—which 
is one reason why our United Nations bill, which all of us taxpayers pay, is so 
staggering. 

3. All hotels in cities of less than a million are subject to intense motor-court 
competition which employ very little labor. Any fair-minded investigation 
will show that the motels are already hurting the hotels very badly and that a 
law such as is proposed affecting the hotels only would effectively put a lot of 
hotels out of business. 

4. There are a lot of people who like to stay in hotels and not wait on them- 
selves—as contrasted with the mass production or lack of service which we get 
under a high labor rate condition, that is lunch-counter service or mass-food 
service, and no service at motels. 

5. The smaller hotels of the country are supported by the traveling salesmen 
and not by the occasional men on expense accounts who can pay for the best 
and rate makes no difference. These men often prefer to be in hotels and if the 
rates are raised it is going to further reduce the number of traveling salesmen 
on the road and also the number of companies who sell by salesmen. 

6. Hotels run a lot of small businesses such as restaurants, ticket offices, 
drugstores, and I wonder how anybody thinks that they are going to compete 
with another restaurant down the streets that may not be under the same regu- 
lation. 

7. Last but not least, hotels employ more lame, halt, and other marginal men 
and women who could not hold down jobs on a production line in a manufac- 
turing plant. Jaintors, doormen, mails, kitchen crews, and other hotel jobs 
presently support many men and women who could not get satisfactory jobs 
elsewhere. Particularly in cities of 10,000 to 50,000 where work may not be too 
plentiful. These people will go on relief and add to the already high cost of 
relief for the taxpayers who do. 

8. From a psychological standpoint, it is better that such people be em- 
ployed. I could testify that most of them feel better than when they are on 
relief. A lot of our hotels are in the South and I can assure you that we would 
have to pare the working staff almost in half and a lot of those whom we pared 
would go nowhere but to the relief rolls. 

9. There is no sense in this because not only would there be a lot of unem- 
ployables but a lot of personal service wihch a hotel can now offer would 
have to be eliminated. Guests by and large in small cities would have the 
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privilege of carrying their own bags—just as they do in a motor court but it isn’t 
everybody that wants to carry their own bags. 

10. I think that there is some idea that strictly local hotels would not be 
under the act whereas other hotels would. This is strictly fallacious because 
the competition as between hotels is on the basis of the city or place that they are 
located in and not on other considerations. To be specific, hotels in medium 
size cities, north or south, cannot have a different wage scale than other hotels 
and motels even though the larger hotel might do $1 million worth of business. 
The larger hotel doesn’t always make the most money. In other words, any 
hotel operator would not be as much concerned about the fact that a competitor 
is a chain hotel as much as they would be with the effects of the proposed bill. 

11. If bringing hotels and other service industries under the Federal wage-and- 
hour laws is also making them subject to the National Labor Relations rules and 
regulations, that would be a horrible thing. I hope that Secretary of Labor 
Mitchell’s espousal of this bill has nothing so vicious as that behind it for the 
hotels in the small cities have not had to plead their cause before a biased labor 
board but have been able to stand on the laws of the States and did not have to 
grant closed shop or checkoffs if they wanted to stand the possibility of a strike. 

Hotels had no exemptions during the war. They had to find their labor in a 
common labor market, and as everybody knows, good labor has been able to find 
any kind of jobs for a good many years now. 

Congress talks of helping the small-business man and one of the things that 
they could do instead of talking about it would be to leave this kind of bill 
enlarging regulations alone. Hotels would not only be happier without it but 
from a social standpoint, they will be able to continue to employ a lot of marginal 
labor and thereby keep down relief costs for all of us. 

I enclose a clipping from the Chicago Daily News of Saturday, March 16, 
entitled “State Gravely Eyes Waning Plant Jobs.” This means more relief costs. 
If the proposed bill is passed there will be a lot more small businesses with 
waning business. I would think that the revelation being made by the attitude 
of the union bosses being investigated in Washington would be enough for the 
administration to back off of this bill completely. Moreover, when everybody 
belongs to a union what is it going to avail anybody, for the laboring class, of 
which we all are a part, now consumes 98 percent of what the labor produces and 
all it would mean is that there would be less production and the prices would go 
up for everybody. 

If Congress would like to do something that would help the employment situa- 
tion and stir up some business which nobody would object to, let them take the 
20 percent excise tax off of food when it is offered in connection with entertain- 
ment. People should not have to pay a tax when they take their wives or their 
girl out to dinner and this particular tax has killed a whole lot of business, a 
large number of nice rooms, and cut the number of employed musicians and the 
number of people who enjoy live music with their meals in half or a third. Why 
can’t Congress do something about something which is practical like this—aid our 
own musicians and have some nice, pleasant and well-controlled entertainment 
in rooms rather than all this foreign aid. 

I want to apologize sincerely for the length of this letter. I really don’t have 
time to write it and know that you don’t have time to read it but the proposed bill 
affects a large part of our working population on a very basic basis so that I think 
that it is most important. 

Would you favor me with your views about the bill and advise whether I 
might hope to have your support in defeating it? 

With kindest regards and all good wishes, 

Very truly yours, 
C. H. ALBERDING. 


[From Chicago Daily News, March 16, 1957] 
STATE GRAVELY Eves WANING PLANT Joss 
RADIO-TV, MEAT PACKING, APPLIANCE PLANTS HARD HIT 


By Robert M. Lewin 


The Illinois Department of Labor, with considerable concern, is keeping an eye 
on the gradual downturn in factory employment. 

But the increase in available jobs in hotel, restaurant and other service in- 
dustries, Government agencies, real estate and insurance is keeping total em- 
ployment up. 
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Roy F. Cummins, State labor director, said Saturday that Illinois factory em- 
ployment had slipped to 1,283,100 workers in February from a peak of 1,345,700 in 
March, 1953. 

The drop in factory jobs from January to February was 3,700. 

Television, radio and electronics industry employes have been hard hit by lay- 
offs. 

So have packinghouse and apparel workers. 

Layoffs have shown up in the basic (raw) steel, metal products and appliance 
industries. 

Michael Frank Darling, president of Local 1031, AFL-CIO International Broth- 
erhood of Electrical Workers, said that at least 10,000 of the 35,000 members of 
his union are unemployed. Local 1031 is bargaining agent at 112 plants. 

“There never has been a time when layoffs have lasted this long,’ Darling 
went on. 

“Some workers have been idle since last November. The companies give us no 
indication when they will be called back.”’ 

Charles A. Hayes, Chicago district director of the AFL-CIO United Packing- 
house Workers of America, estimated that 2,500 of the 18,000 meat-packing em- 
ployes have been laid off. 

About 800 others will lose their jobs when Swift & Co. discontinues its pork 
operations April 29, according to Hayes. 

Commins said that men laid off from factory jobs do not always fit into avail- 
able retail and service trades jobs. 

“More wives are entering the labor market because of that and because of the 
gradual shrinking of factory jobs,” added Cummins. “Factory employment is the 
backbone of the economy.” 

Samuel C. Bernstein, State unemployment compensation commissioner, said 
that 92,988 Illinois jobless applied for benefits in the week ended February 23. 
The total in that week in 1956 was 71,021. 

In Cook and Du Page Counties, the February 23 jobless total was 45,460— 
up 10,807 in a year. 


J.C. Penny Co., INc., 
Dodge City, Kans., April 9, 1957. 
Mr. FLOYD BREEDING, 
United States Representative, 
Washington, D. C. 


DeaR Mr. Breepine: As I understand it we are faced with possible Federal 
control of minimum wages. At present we are exempt from the minimum wage 
requirements of the Fair Labor Standards Act. Being a merchant on Main 
Street of Dodge City, I am vitally interested and definitely opposed to any 
change in the retail exemption. Here are a few of my reasons: 

Any Federal wage laws concerning retailing would have to be tailormade. 
The suggestion that only big merchants and chains be covered is not realistic. 
No such formula was applied to other industries. With the trend toward new 
and larger suburban areas, why put a penalty on growth. 

What happens to the little merchant when his best employees leave him for 
higher pay jobs across the street? The big merchant will bave the cream of the 
crop and the little fellow will be trying to compete with help the others 
wouldn’t hire on a bet. Some people says the answer is easy: raise wages. Well, 
where’s the money going to come from? The little fellow certainly can’t pay the 
increase out of profits because lots of times there aren’t any. If prices go up 
we're right back where we started. 

The 40-hour week is hard to apply to retailing. We have not perfected 
assembly-line technique, as is the case in manufacturing. We cannot assure a 
smooth, controlled flow of customers throughout the store, hour after hour, 
day after day. Customers have their own ideas about when it is convenient 
to shop and they spend their money in stores where it is easy and convenient. 
Obviously, this often means more than a 40-hour week. 

We are all out to cut further inflation and this is no time to make a change. 
I just can’t see additional Government intervention in our business. I just can’t 
see that it’s any of the Government's business what I pay my employees. But 
even if it is, certainly it’s the State’s busines, not the Federal’s. 

I realize this has been a long and drawn-out letter. I could go on at length 
but I realize you are a busy man with many responsibilities. 

I would certainly appreciate a reply as to where you stand on this matter. 

Yours truly, 
EMERSON M. Crass, Manager. 
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GREAT BEND CHAMBER OF COMMERCE, 
Great Bend, Kans., April 16, 1957. 
Representative J. FLoyD BREEDING, 
House Office Building, Washington, D. C. 

DEAR REPRESENTATIVE BREEDING: At the regular meeting of the Great Bend 
retail committee this morning, it was voted to oppose the various bills currently 
being offered concerning extending the minimum wage coverages. 

Sinee most of the bills submitted propose coverage of retail and service estab- 
lishments, this committee which represents some 350 retail and service establish- 
ments in Great Bend, feels that extended coverage would work an undue hardship 
on these types of business in our city. 

While we know that the original intent of these bills is to cover only the large 
firms, we know that if they are directly involved, the smaller firms will indirectly 
be affected adversely. 

Therefore, we respectfully solicit your support in opposing proposed extended 
coverage of the present minimum wage law. We shall appreciate any assistance 
you may be able to give to this request. 

Thank you. 


Cordially yours, 
KENT COL.Lier, Secretary-Manager. 





AMERICAN BOTTLERS OF CARBONATED BEVERAGES, 
Washington, D. C., May 20, 1957. 
Hon. AUGUSTINE B. KELLEY, 
Chairman, House Subcommittee on Education and Labor, 
House of Representatives, Washington, D. C. 

Deak Mr. KeLLey: I am instructed by our affiliated State association confer- 
ence and by the executive board of this association, to advise you concerning the 
views of the bottled soft-drink industry, on proposals to change the Fair Labor 
Standards Act, as outlined in the following resolution of May 9: 

Whereas the soft-drink bottling plants of this industry are generally restricted 
in their areas of operation and are typical of American small business, and 

Whereas the problems of such operations resulting from governmental and 
other requirements of recent years have increased to the point where they are a 
serious deterrent to the growth and continued existence of such businesses, and 

Whereas there are numerous bills before the Congress proposing to change and 
extend the coverage of the Fair Labor Standards Act, but which can have the 
result only of harassing, confusing, and adding further burdens to the thousands 
of small businesses now endeavoring to operate in this industry and in others, 
and which proposals are lacking in apparent necessity, and 

Whereas this is particularly true of reported proposals to eliminate (a) the 
exemption of ‘outside salesmen” from the wage requirements of the act and (b) 
the exemption of employees with respect to whom the Interstate Commerce Com- 
mission has power to establish qualifications and hours of service under the Motor 
Carrier Act; both of which exemptions have long been recognized as essential 
under conditions of employment existing in those employee categories and which 
exemptions are presently in the Fair Labor Standards Act: Now, therefore, be it 

Resolved, That the executive board of the American Bottlers of Carbonated 
Beverages, and the State association conference of 47 State organizations affil- 
iated with that national association, by action at their joint meeting in Wash- 
ington, D. C., on May 9, 1957, and on behalf of the 5,000 bottling plants in the 
soft-drink industry, do hereby urge the Committee on Education and Labor, 
before which such proposals to change the law are pending, to avoid the harm 
which will come to industries such as this if such amendments are enacted and 
to recommend that such changes be not made at this time. 

We request that the foregoing be inserted in the record of your proceedings 
regarding the proposed legislation and that the views expressed be given your 
careful consideration. 

Respectfully, 
JOHN J. Riiey, Secretary. 
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STATEMENT OF M. B. GAvin, PRESIDENT, MississtpPr1 AUTOMOBILE DEALERS ASSO- 
CIATION Opposing ANY EXTENSION OF THE Farr Lasor STANDARDS ACT TO THE 
RETAIL TRADE 


Mr. Chairman and members of the committee: On behalf of the Mississippi 
Automobile Dealers Association, may I respectfully submit to the members of 
this committee that our association, composed of almost 500 franchised auto- 
mobile dealers in the State of Mississippi, is unalterably opposed to any exten- 
sion of the Fair Labor Standards Act to the retail trade, particularly to the 
retail automobile industry. 

Our national president, Mr. Frederick M. Sutter, of Indiana, has so appro- 
priately stated: “Wages should be earned—not legislated.” And, we of the retail 
automotive industry believe we have kept faith with our employees by paying 
them what they have earned, what they deserve and what economic conditions 
permitted us to pay them. The record will show that our industry pays a higher 
average wage scale to our employees than any other class of the retail business 
except one. Furthermore, the record will show that at the same time we have 
been paying this high wage scale to our employees we have kept faith with the 
public, our customers, by keeping the price of our product, the automobile, at 
the lowest possible cost. This is demonstrated by the fact that an average auto- 
mobile dealer in the year 1956 only made eight-tenths of 1 percent profit (on 
sales) before taxes. Therefore, it is apparent that to add any further burden 
or place any additional cost on our overhead could well be disastrous to the 
many small-business men who make up our profession. One of two things will 
happen: First, if the individual attempts to absorb this additional cost with 
the margin of profit as low as it is, such action could cause many small-busi- 
ness men to close their businesses, thereby affecting the economy of the indi- 
vidual States and the entire Nation: or, second, whatever cost results from 
the extension of the act will be added to the price of the automobile, thereby 
making the public bear this cost, which is inflationary in nature. 

We further respectfully submit that the proposed extension of the act to the 
retail automobile dealer would only result in gross inequities and discrimina- 
tions in our business and would not achieve the desired results. There will be 
created situations where in many cities some dealers will come under the act and 
others will not—and at the same time, all the dealers in that city are engaged 
in the same highly competitive field, selling the same product, under the same 
economic conditions except the payment of a minimum wage and overtime. Fur- 
thermore, wage conditions and wage scales differ among the several States 
due to many reasons such as actual economic needs and living conditions within 
a particular State; therefore, to place every State on the same, identical wage 
scale would not achieve the desired purpose and certainly would not be equitable. 
Finally, retail antomobile dealerships are essentially local in nature, the selling 
of an automobile to a customer takes place at the local level and surely the wages 
paid should depend upon economic conditions in the local area. Any regulation 
of wages, therefore, should be done on the local or State level. 

It is a known fact that the retail automobile business is an integral part of 
the economy of this country and that while our business is engaged in an eco- 
nomic struggle for survival, any further setback to the many small-business men 
who comprise our profession, might well be detrimental to the economy of the 
individual States and to this Nation. We are not attempting to evade any duty 
or responsibility which we owe to our employees because it has been demon- 
strated we have voluntarily assumed the responsibility of paying our employees 
a living wage. What we are trying to accomplish by presenting this statement 
is to make certain that each and every automobile dealer, whether large or 
small, will have the same equal opportunity to sell his product, in terrific competi- 
tion with his fellow dealer, under the same economic conditions existing in the 
State where he lives and operates his business. That is the American and 
Democratic way of life and is certainly one of the principles on which this great 
country of ours was founded. 


THE CALIFORNIA Co., 
New Orleans, La., May 13, 1957 
SUBCOMMITTEE ON LABOR STANDARDS, 
United States House of Representatives, 
Washington, D.C. 
GENTLEMEN: It is not my purpose to either advocate or oppose any of the 
provisions of the various bills which are pending before your subcommittee 
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rather it is my purpose to present to the committee certain factual data with 
respect to operating conditions in the offshore oilfields adjacent to the Louisiana 
coast. 

One of the primary factors which must be considered is the nature of the 
terrain of the Louisiana coast. Except for some natural levees which have been 
built up along the principal bayous and rivers and the remnants of some of the 
old barrier isles, such as Grand Isle, the whole coastline of Louisiana consists of 
marshlands and shallow lakes and bayous which are periodically flooded in times 
of high water. These areas are inhabited largely by people who make their liv- 
ing from the sea and marshes, such as oyster fishermen, trappers, shrimpers, and 
boatmen. The housing facilities of the area are concentrated on the natural 
levees along the bayous and on such places as Grand Isle. This housing is de- 
signed to take care of the minimum needs of the people of the particular area 
and no such thing as surplus housing exists. The result is that the labor force 
required for the offshore oilfield work force must be recruited from people living 
a substantial distance inland and who, due to the lack of housing facilities, must 
commute to their work. This in many instances involves as much as 8 or 4 
hours’ driving time each way. 

The actual operating conditions in the offshore area vary widely between 
different operators due to the location of the leases with respect to the shoreline, 
the concentration of the leases in a particular area, the depth of the water at 
various locations, and the distance of isolated leases from the shoreline. The 
result is that a plan of operation that is practical for one operator would be 
absolutely unworkable for another operator holding an equal number of leases, 
but which are widely seattered throughout the offshore area. For example, 
there are some isolated offshore platforms that can be reached by boat only after 
a trip of 6 or 7 hours’ duration. 

Another factor which must be considered is the varying manpower require- 
ments for offshore operations. Drilling operations are conducted from self-con- 
tained platforms capable of directionally drilling eight or more wells; from plat- 
forms in conjunction with converted LST’s; from the newer mobile self-contained 
barges; and from combinations of the above. During the development period, 
a large labor force is needed in the area while actual producing operations there- 
after would require only skeleton crews, 

As a result of the diverse operating conditions in the offshore area, the lack 
of sufficient local labor, and the lack of local housing facilities has resulted in 
an almost equally diverse labor pattern. All such plans, however, conform to 
the Fair Labor Standards Act as to hours and overtime pay, and the hourly rate 
far exceeds the minimum requirements. The various work schedules, such as 
the back-to-back workweek where the employee works a 12-hour day, have heen 
designed to minimize the travel time of the worker both on the water, for which 
he is paid, and on the land where he provides his own transportation and travels 
on his own time. In these types of schedules, the worker is provided board and 
lodging entirely at company expense at a cost of approximately $7 per man 
per day. 

Again, the Louisiana coast is peculiarly susceptible to hurricane damage. It 
is the general practice when a hurricane threatens to close down all operations 
and evacuate the crews to safe territory. If the families of these men were 
housed in exposed areas, then the problem of safe evacuation would be multi- 
plied many times. 

I wish to thank the committee for giving me the opportunity to point out some 
of the problems which arise in connection with offshore oil operations and call 
your attention to the fact that any legislation enacted requiring the payment 
of overtime on all hours in excess of 8 hours per day will prove a real detriment 
to thousands of men gainfully employed offshore. 

Very truly yours, 
J. B. GEORGE. 


STATEMENT OF GILBERT R. JOHNSON, COUNSEL, LAKE CARRIERS’ ASSOCIATION, CLEVE- 
LAND, OHIO 


Lake Carriers’ Association is an organization composed of companies owning 
and operating some 309 American flag bulk cargo vessels on the Great Lakes. 
The vessels of association members transport about 95 percent of all bulk com- 
modities, such as iron ore, coal, limestone, and grain, moving between United 
States ports on the Great Lakes. Of the more than 14,000 officers and seamen 
required to man the privately owned American flag Great Lakes fleet in times in 
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full operations, about 11,500 officers and seamen are employed on Vessels of 
members of the association. 

At present, as in the past, Lake Carriers’ Association and its member com- 
panies are inalterably opposed to any modification of the Fair Labor Standards 
Act of 1938, as amended, which would extend any of the provisions of the act 
to Great Lakes seamen. This opposition is based on two firm and fundamental 
beliefs, first, that neither the policy nor the purposes of the act would be fur- 
thered by bringing Great Lakes seamen within the purview of the act and, 
second, that the characteristics of maritime employment on the Great Lakes 
as well as the statutory and case law governing such employment, make it 
unsusceptible of regulation under a general law such as the Fair Labor Standards 
Act of 1938, as amended. It is precisely for these reasons that seamen were 
first excluded from the act when originally adopted. They are equally valid 
today. 


THE POLICY AND PURPOSES OF THE FAIR LABOR STANDARDS ACT 





The reports of the Senate Committee on Labor and Public Welfare and the 
House Committee on Education and Labor, as well as the statements of various 
members of Congress on the floors of the Senate and House at the time the 
Fair Labor Standards Act was adopted, amply demonstrate that it was the 
policy of Congress at that time to enact a law which would not conflict with 
other laws relating to seamen or the regulations of administrative agencies 
promulgated thereunder. It was said by Senator (now Mr. Justice) Black, in 
the report of the Senate committee, that “it was the policy of the committee, 
in cases where regulation of hours and wages are given to other governmental! 
agencies to write the bill in such a way as not to conflict with such regulation. 
That action was taken with reference to maritime workers.” This policy has 
been continued even though the act was substantially rewritten in 1949. 

The purposes of the act are to eliminate substandard wages and to spread 
employment by shortening the hours of work. All unlicensed seamen employed 
on vessels of association members receive compensation on the basis of an 8-hour 
day at rates far in excess of those required by the act. Further, overtime at 
1% times the regular rate is paid all such seamen for hours worked in excess 
of 8 per day and 40 per week and at least 2 times the regular rate for a holiday. 
In addition, on holidays when no work is performed these seamen receive a 
full day’s pay and are credited with 8 hours regular time which counts toward 
the first 40 hours of workweek. When work is actually performed on the 
holiday the seaman is given double time and again credited for a full 8 hours 
straight time even though he may not have worked as much as 8 hours. These 
practices result in more overtime pay and hence higher wages for Great Lakes 
seamen again far in excess of the requirements of the act. 

The complement of officers and crew for Great Lakes vessels is specified 
by the United States Coast Guard in accordance with the requirements of safety 
(46 U.S. C. A., sec. 222; 46 C. F. R. part 157). Under the Seamen’s Act of 1915, 
as amended, the division of the crew into at least three substantially equal watches 
is compulsory by law and no seaman may be shipped to work alternately in the 
fireroom and on deck or vice versa (46 U. 8. C. A., sec. 673). This section of the 
Seamen’s Act also fixes the maximum work day at 8 hours and prohibits the 
performance against the seaman’s will of nnnecessary work in port on Sundays 
and certain-named legal holidays. 

Obviously, no useful purpose will be served by including Great Lakes seamen 
within the coverage of the act. Wages throughout the Great Lake maritime 
industry are by no means substandard. Furthermore, as previously noted, the 
vessel operator’s manning requirements are specified by the Coast Guard in 
accordance with the requirements of safety. 

On the other hand, extension of the act to include seamen could result in 
less pay for Great Lakes seamen. On many special type vessels equipped with 
self-unloading machinery for the discharge of cargo, certain seamen are paid a 
premium in addition to their hourly rate for services rendered in connection 
with the unloading of cargo. On other vessels certain day workers, if called 
out more than two times during the day to work their daily assignments, are 
paid at 11% times the regular rate for all time worked during the third or addi 
tional working period. 

In neither instance are these special rates paid in connection with hours 
worked in excess of the normal or regular workday. The act would require 
that they be included within the regular hourly rate. Similarly, all hours for 
which double time is paid, such as holidays actually worked, are, under the 
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act, credited towards overtime compensation. The practical impossibility of 
combining these and similar premium payments within the regular hourly rate 
under the Fair Labor Standards Act would quickly discourage their use. Thus, 
regulation of the type contemplated by the act might well be detrimental to the 
Great Lakes seaman. 

In view of these facts and the further fact that the regulation of hours and 
wages of seamen are to a large extent given to other governmental agencies, 
such as the Coast Guard, the wisdom of that policy which first excluded seamen 
from the coverage of the act becomes all the more apparent. The employment 
of seamen is unlike any other industrial vocation. The addition of one more 
regulatory agency in the form of the Administrator of the Wage and Hour 
Division of the Department of Labor, who necessarily is guided by a totally 
different set of standards and objectives, could but result in inevitable conflict, 
confusion, and onerous regulation. 


THE CHARACTERISTICS OF MARITIME EMPLOYMENT 


Today there is no less regulation of the wages, hours, and conditions of em- 
ployment for seamen than when the Fair Labor Standards Act was first adopted. 
The statutory and case law governing maritime employment is peculiar to the 
industry. No one may be employed as a seaman in any capacity either as an 
officer or member of the crew of a United States vessel unless he holds a license 
as an officer or a certificate of service as an unlicensed seaman for the position 
in which he is engaged (46 U. 8S. C. A., sec. 221-240, 672). On a Great Lakes 
vessel the master must make a contract in writing with every seaman before 
the vessel leaves port showing the term of the voyage or the period of employ- 
ment (46 U. 8S. C. A., see 74). In the event of wrongful discharge the seaman 
is entitled to wages for the full term of employment (Harriman vy. Midland 8. 8. 
Line (2 C. A.) 208 F. 2d 564). As previously noted, the manning requirements 
of a vessel, the maximum workday, and the division of the crew into af. least 
three substantially equal watches is controlled by statute and supplemented by 
administrative regulations. 

In the event a seaman falls ill or suffers injury in the service of the ship, 
the vessel is required to provide maintenance and cure (The Osceola, 189 U. 8. 
158). The duty to maintain and care for a seaman carries with it the obliga- 
tion to pay wages to the end of the contract period (Great Lakes Steamship Co. 
Ine. v. Geiger (6 C. A.) 261 F. 275. Jones v. Waterman 8S. 8. Corp. (3 C. A.) 155 
F.. 2d 992). 

Under the maritime law a seaman is considered to be “in the service of the 
ship” if he is generally answerable to the vessel’s call to duty even though he 
may not be engaged in the performance of routine tasks or under specific 
orders (Farrell v. United States, 336 U. S. 511). It has been held that even 
a seaman injured while returning from shore where he had gone for his own 
personal reasons was, nevertheless, “in the service of the ship” and entitled 
to maintenance and cure (Aguliar v. Standard Oil Co., 318 U. 8S. 724). So 
broad is the shipowner’s obligation in this regard that negligence or acts, short 
of culpable misconduct on a seaman’s part, will not relieve the shipowner of lia- 
bility. Only willful misbehavior or a deliberate act of indiscretion is sufficient 
to deprive the seaman of this protection (Aguliar v. Standard Oil Co., supra). 
The rationale of this ancient doctrine of the sea is that the seaman, even while 
on shore leave, is still in the ship’s service and subject to the orders and control 
of the master (Smith v. United States (4CA) 167 F. 2d 550). Maintenance 
while being cured merely takes the place of the seaman’s sustenance on board 
which also is a condition of his employment (Robinson v. Swayne & Hoyt, Lid. 
(DCSD Cal.) 33 F. Supp. 93). A seaman’s employment requires that he be 
provided with sustenance, the equivalent of board and lodging. If the vessel 
owner fails to provide suitable food it is liable to the seaman (United States 
Shipping Board Emergency Fleet Corporation v. Greenwald (2CA) 16 F. 2d, 
948). 

These rights and remedies of the seaman were recognized as early as the laws 
of Oleron (Reprinted at 30 Fed. Cases, pages 1171 to 1187). In turn they have 
had a profound influence on the development of maritime law both in England 
and the United States (4 Benedict on Admiralty (6th Ed.), pp. 350-358). 

Under the Jones Act (46 U. S. C. A. § 688), the seaman injured in the serv- 
ice of his ship due to negligence or unseaworthiness may recover indemnity or 
compensation before a court or jury. The injury need only occur in the course 
of employment (O’Donnell v. Great Lakes Dredge & Dock Co., 318 U. S. 36) 
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“In the course of employment” applies to a seaman off duty as well as on 
(States 8. 8S. Co. v. Berglann (9CA) 41 F. 2d, 456). Because of such laws 
vessel owners and their masters are continuously conscious of the health, 
safety, and welfare of their seamen who enjoy a degree of security not found 
in shoreside industries (Farrell v. United States, supra). 


APPLYING THE FAIR LABOR STANDARDS ACT TO SEAMEN 


The concept that the seaman is “acting in the course of employment” while 
“in the service of his ship” is not unusual considering the characteristics of 
maritime employment. However, despite the fact that the policy and purposes 
of the case law, the Seamen’s Act and related statutes giving rise to the con- 
cept are vastly different from those of the Fair Labor Standards Act, were 
that act to apply to seamen it is clear that compensation would be required 
during all times that the seaman is in the service of his ship. This would be 
true whether or not he is standing a regular watch or performing other work 
pursuant to the instructions of his superior officers. Numerous court decisions 
indicate that the act requires compensation for all hours during which em- 
ployees are required to be on the premises of the employer subject to call and 
amendable to the emplover’s discipline, even though not actively engaged 
in work (Armour v. Wantock, 323 U. 8S. 126; Skidmore v. Swift & Company, 
823 U.S. 134). 

It is probable that the Wage and Hour Administrator guided by these deci- 
sions and his own extensive interpretative bulletins would not be inclined nor 
would he have authority to exclude from compensation periods recognized by 
the martime law as being in the service of the vessel. The Administrator con- 
siders periods of activity as compensable depending upon the degree to which 
the emplovee is free to engage in personal activities. He also considers the fre- 
quency with which an employee is called upon to engage in work and does not 
view the employee’s time as his own as long as he remains conveniently avail- 
able to carry out the instructions of his employer. Thus, as a general rule 
under present law, hours worked are not limited to time spent in acts of labor 
(Interpretive Bulletin No. 13). The existing views of the Administrator place 
all emergencies as falling within the call of duty and hence compensable (Ad- 
ministrative Opinions, October 1938, April 10, 1941). 


SPECIFIC PROPOSALS FOR EXTENDING THE COVERAGE OF THE FAIR LABOR STANDARDS 
ACT TO SEAMEN 


From time to time many proposals have been advanced for limiting the appli- 
cation of the act so as to avoid any interpretation which would require the 
payment of a minimum wage for all hours during which, technically, the sea- 
man is in the service of his ship. One such proposal has been advanced by 
tLe Secretary of Labor, who, on February 26, 1957, before the Subcommittee on 
Labor of the Senate Committee cn Labor and Public Welfare, proposed among 
other things that section 6 of the act be amended by inserting the following 
pew paragraph: 

“(4) If such employee is employed as a seaman on an American vessel to 
whom this section applies, not less than the rate which will provide to the 
employee, for the period covered by the wage payment, wages equal to com- 
pensation at the minimum hourly rate prescribed by paragraph (1) of this 
subsection for all hours during such period when he was actually on duty (not 
including off-duty periods within such period which are provided pursuant to 
the employment agreement or periods aboard ship when the employee was not 
on watch and was not, at the direction of a superior officer, either performing 
other work or standing by).” 

The effect of this amendment would be to bring seamen under the minimum 
wage provisions of the act as to so-called hours “actually on duty.” 

It has also been proposed, in 8. 1267, H. R. 4575, and related bills, to modify 
the seaman’s exemption, clause 14, subsection (a) of section 13 of the act, so 
that such exemption would apply only to “any employee employed as a seaman 
on a vessel other than an American vessel.” In addition, a proviso would be 
added to the effect: 

“That an employee employed as a seaman on an American vessel shall be 
paid not less than the rate that will provide the employee, for the period cov- 
ered by the wage payment, wages equal to compensation at the minimum hourly 
rate prescribed by section 6 for all hours during which he was actually on duty 


LL = 


¢ 


aoa!_ 


ae 


—> & ee 


~m tke we ow ee oe Oe ee 


1S On 

laws 
2alth, 
‘ound 


while 
cs of 
noses 

con- 
were 
lired 
id be 
work 
sions 

em- 

and 
aged 
any, 


deci- 
nor 
1 by 
econ- 
hich 
fre- 
not 
vail- 
rule 
ibor 
lace 
Ad- 


.RDS 


pli- 
the 
sea- 

by 
| On 
ong 
ing 


to 
the 
ym- 
his 
not 

to 
not 
ing 


im 


ify 
so 
an 
be 


be 
)V- 
‘ly 
ity 


FAIR LABOR STANDARDS ACT 1445 


(not including off-duty periods aboard ship when the employee rendered no 
service.” 

Again the effect of this amendment would be to bring seamen under the mini- 
mum wage provisions of the act as to so-called hours “actually on duty.” 

Both proposals are objectionable in that the Wage and Hour Administrator 
would have the task of deciding when a seaman is “actually on duty.” Simi- 
larly, the Administrator would have to determine either what are off-duty pe- 
riods aboard ship when a seaman renders no service or periods aboard ship 
when a seaman is not on watch and is not, at the direction of a superior officer, 
cither performing other work or standing by. 

No governmental agency has ever found it necessary to codify or accurately 
detail the actual duties of a seaman. They are, however, known and under- 
stood as among the master, his officers, and seamen. To attempt to define now 
the duties of a seaman or the hvurs “actually on duty” would end in hopeless 
confusion. 

Existing maritime law avoids confusion and ambiguity by permitting the 
master and seamen to define the working day by contract. Overtime is then 
paid for all work, whatever it may be, done outside specified working hours 
under authorization of the master or other responsible officer. This no longer 
would be true were the Administrator to attempt to codify or regulate the 
hours actually on duty.” 

The maritime law places continued responsibility for the safety of the vessel, 
her cargo and crew, upon the master. It is essential that he have authority 
equal to that responsibility. Any attempt to define the duties of seamen by 
administrative regulation could place serious limitations on the master’s author- 
ity and jeopardize the safety of vessels at sea. 

Apart from the foregoing considerations it should be noted that neither pro- 
posal is adequate to deal with the situation which would arise when a seaman 
is ashore but still “in the service of his ship.” Under either proposal off-duty 
periods ashore would be compensable. Such a result would be completely arbi- 
trary and but illustrates the difficulty in attempting to bring a specialized art 
under general statutory regulation. 

Other proposals have been advanced to redefine the terin “wage” so that, with 
respect to seamen, the value of sustenance would be excluded. The law requires 
that the vessel owner provide sustenance for seamen as a condition of their 
It represents a substantial cost to the shipowner and a correspond- 
ing benefit to seamen. Under the Social Security Act a tax is paid upon the 
value of sustenance. The unemployment compensation laws of the States in 
which member companies of Lake Carriers’ Association cover their seamen, 
and in some instances the income tax laws of those States, require that the 
value of sustenance be included in the wages of seamen. To draw an arbitrary 
line between sustenance which is commonly furnished and sustenance which is 
furnished because necessary to employment is a distinction without a difference. 
Vessel Operators should not be penalized by eliminating from the computation 
of wages the reasonable cost of sustenance which they are by law required to 


employment. 


furnish seamen. 

A further problem arises in connection with vessel officers. Under existing 
law, or any proposal for its modification, vessel officers would not be excluded 
from the act as are certain other executives. Nevertheless, there is no question 
that they are executives. Their positions are created and largely defined by 
statute (46 U. S. C. A. § 221.) The Wage and Hour Administrator, however, 
has adopted a rule of thumb whereby an employee is not deemed an executive if 
he spends more than 20 percent of his time in work similar to that performed 
by those whom he supervises. Under such a test, ship’s officers would not be 
considered executives. They of necessity perform a great deal of the same kind 
of work as seamen. The similarity of certain types of work performed by both 
would prohibit licensed officers from meeting the test set forth in the existing 
regulations, 

CONCLUSION 


That Congress acted wisely in excluding seamen from the Fair Labor Stand 
ards Act cannot be challenged. The act is wholly unsuited to the relationship 
which exists between the Great Lakes vessel owner and the seaman. ; 

Regulation of the type contemplated in the act is wholly unnecessary, not only 
because of the high wage standard prevailing throughout the Great Lakes vessel 
industry but also because the wages, hours, and conditions of employment of 
Great Lakes seamen are already closely regulated under existing acts of Con- 
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gress. Indeed, enactment of any of the proposals advanced so far for extend. 
ing the Fair Labor Standards Act to seamen would only create legal conflicts 
and produce an avalanche of litigation. Actually, Great Lakes seamen stand to 
lose substantial wage benefits from the enactment of such legislation. 

For these reasons Lake Carriers’ Association and its member companies 
strongly urge that the provisions of the Fair Labor Standards Act of 1938, as 
amended, not be extended to include seamen. 


STATEMENT OF J. N. WHITEHURST, GENERAL MANAGER, AUTHORIZED NEw Car 
DEALERS OF DALLAS, INC., OPPOSING AMENDMENTS TO THE FAIR LABOR STAND- 
ARDS ACT 


1. A retail automobile dealer is a small-business man even though his total 
volume of sales is $500,000 or even several times that amount annually. A 
dealer, who sells only 10 cars a month, would average that much dollars and 
cents volume in a year. Yet, by any measure such a dealer is quite small as we 
accept the terminology. The Government recognizes this difference from other 
retail business, which handles many items but at low prices, in administra- 
tive decisions of the Small Business Administration. 

Certainly the same measure of “small” or “large” cannot be used as is used, 
for instance, in the variety store business. 

2. The avowed interest of the Government in the small-business man would be 
vitiated if an automobile dealer were placed under the wage-and-hour law 
simply because his volume was $500,000. That much volume for an automobile 
dealer produces only $60,000 to $65,000 gross, where for most retailers it is 
several times as much. 

The retail automobile dealer operates at a high percentage expense rate. So 
high in fact that NADA figures show that he retained only 0.6 percent on his 
1956 volume. That means a net of $3,000 on $500,000 volume. That is too 
minute to jeopardize. 

3. The nature of a retail automobile establishment permits the use of a num- 
ber of substandard or even handicapped workers. Workers utterly with no 
skills are offered the opportunity of a fair living. If unreasonable conditions 
of employment are imposed by Government regulation, these substandard 
workers will be replaced by sSemiskilled or even skilled workers, who can do 
many more things than sweep a floor or move a car on the lot. It would be 
unsound economics not to so replace them. That means just that many workers 
thrown back into the common labor pool. There, they compete for other non- 
regulated and irregular jobs—often working only an hour or two at a time. 
Instead of getting a few dollars more a week or a few less hours on the job, 
they run the risk and probability of eking out an existence, depending largely 
on other members of their families or public charity and Government relief. 

The retail automobile business will not readily adapt to the conditions of the 
proposed amendments, but will become a source of much displacement, if re- 
quired to operate under the wage-and-hour law. 


DELTA COUNCIL, 
Stoneville, Miss., May 15, 1957. 
Hon. AUGUSTINE B. KELLey, M. C., 
Chairman, Subcommittee on Labor Standards, 
Committee on Education and Labor, 
House of Representatives, Washington, D.C. 

Mr. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: My name is Sidney Lev- 
ingston. I am a farmer living at Ruleville, Miss. As chairman of the committee 
on labor of the Delta Council and as representative from Mississippi to the 
National Farm Labor Advisory Committee, I will be grateful for permission to 
file the following statement for inclusion in the record of hearings on the mini- 
mum wage bill now being considered by the subcommittee : 

Members of Delta Council are deeply concerned regarding proposals dealing 
with agriculture, some of which would eliminate agricultural exemptions. To 
make clear the nature of this interest, I wish to point out that Delta Council is 
a public service organization, the purpose of which is to promote the economic 
and civic development of the 18 alluvial counties comprising this area. Delta 
Council represents the common interests of the 600,000 people who live in this 
important agricultural section. For more than 20 years, Delta Council has been 
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a vital, constructive force in advancing the development of the Delta. It stands 
for the best in citizenship and takes justifiable pride in the progress of the last 
two decades. 

The Mississippi Delta is essentially a cotton producing area. Mississippi is 
the second largest cotton producing State in the Nation, and Delta farmers pro- 
duce one-half of the Mississippi cotton crop. This area is primarily dependent 
upon cotton for its livlihood. 

The economic position of the cotton farmer is critical. In recent years, cotton 
acreage has been drastically reduced because of the acreage control program. In 
Mississippi, cotton acreage has been reduced from 2,554,000 acres in 1953 to 
1,643,544 acres in 1957. Under pressure from the surplus and reacting to lower 
support levels, spot cotton prices have dropped from an average of 38.35 cents 
per pound in May 1951 to 29.65 cents per pound in the first week of May 1957, 
based on quotations for midling 1%4¢-inch staple on the Memphis market. Ever- 
rising costs, boosted by increases in the cost of machinery and equipment, have 
combined with these factors to reduce net farm income across the Cotton Belt. 
Because of acreage reductions and increasing costs, farmers in this area are hard 
put to make any kind of a profit. 

In spite of progress toward mechanization, large amounts of seasonal hand 
labor are still used in cotton production, primarily for weed control and harvest 
operations. Cotton production provides employment opportunities for thousands 
of workers. Although mechanical processes are available in each case, farmers 
are reluctant to displace tenants and seasonal workers so long as they can afford 
to utilize their services. In spite of the suitability of mechanical harvesters to 
cotton operations in the alluvial valley of Mississippi, only one-fourth of the crop 
in this area is mechanically picked. If minimum wage provisions are extended 
to agriculture, however, farmers will not be able to afford hand labor and the 
work will be shifted entirely to machines. 

Approximately 180 manhours of labor go into the production of a bale of 
cotton on a nonmechanized farm. Just to pick a bale of cotton requires from 
6 to 8 days. A farmer in this category, producing 75 bales or more of cotton, of 
which 50 bales were picked from October 1, to January 1, would lose his exemp- 
tion. Therefore, his labor costs alone for the following year would be at least 
$180 per bale. Labor costs would exceed what the farmer received for a bale 
of cotton. 

Since machine pickers would be less affected by wage increases, it is obvious 
that seasonal employment opportunities afforded by the cotton harvest would 
come toa halt. It is significant to note that 38,756 workers were employed in the 
Delta for cotton chopping and 99,311 workers were employed in this area for 
cotton picking in 1955. 

The extension of minimum wage rates to agriculture would mean that smaller 
farmers, independent unskilled workmen, and those areas dependent upon cotton 
production but unsuited to complete mechanization would be the hardest hit. 
Larger farmers, with volume and capital to buy and use modern machinery, 
would be forced to complete the shift to mechanization at the expense of unskilled 
workers who depend upon employment in agriculture for a livelihood. Small 
farm areas and areas unsuited for complete mechanization would be forced out 
of the cotton business for all time. 

The vast majority of the labor force in the rural South depends upon seasonal 
agricultural work for its principal income. Many of these people are older, most 
are unskilled or untrained, almost all are unsuited for the rigors of urban 
living. A high percentage of these people would be forced out of work by the 
legislation under consideration. Lacking the ability to adjust to life in cities, 
they would have to place themselves eventually on welfare rolls or charity lists. 

Economists in the cotton industry tell us that we must expand our markets in 
order to survive as an industry. Staple rayon prices are currently some 2 to 
4 cents per pound below cotton prices. We must close this gap and meet this 
competition in the future if we are to expand consumption and have a healthy 
cotton industry. In the face of the necessity for more competitive pricing, the 
possibility of increasing raw cotton prices to cover rising costs, an avenue of 
escape used successfully in other fields, is lost to cotton farmers, for we would 
be pricing ourselves out of business. The net effect of minimum wage laws, if 
they are applied to agriculture, would be to seriously penalize the cotton industry 
and agriculture in general. 

We would also like to point out the need for legislation to broaden the defini- 
tion of “area of production.” When the Fair Labor Standards Act was first 
passed, Congress, by the inclusion of exemptions for agriculture, declared that 
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the results of that act should not directly affect farmers and the cost to them 
of selling their products. We all know that there is a very pronounced indirect 
effect on farmers in that increases in industrial wages are reflected in the price 
of products farmers must buy to make a crop. But, insofar as their own farming 
operations are concerned, and the first processing and handling of their com- 
modities, the cost of which they pay for directly, the Congress specified that 
the wage and hour law would not apply to these operations. Since the act was 
passed, a number of things have occurred. In the first place, new methods of 
farming, packaging, and processing have come into being. Since these were 
not specifically mentioned in the law, the Labor Department does not exempt 
them. In addition, they have so narrowly construed the definition of “area of 
production,” which is the place where most of these exemptions apply, that it 
has been virtually nullified. 

We urge that “area of production” be redefined as a county in which the crop 
under consideration is produced commercially. If ceilings on community popu- 
lation must be included, we urge that they be set at 250,000. Present rulings, 
which make operators of cotton gins ineligible for exemptions because gins are 
located within a mile of a village of 2,500, are contrary to the intent of the law. 
We further urge that those processes eligible for exemption be redefined to 
include all those in which part or all of the cost is borne by the farmer. 

Respectfully submitted. 

SIDNEY LEVINGSTON, 
Chairman, Delta Council Labor Committec. 


STATEMENT OF Epwarp H. Busu, Executive Vice Presipentr or THE Texas 
Corton GINNERS’ ASSOCIATION 





My name is Edward H. Bush. I am executive vice president of the Texas 
Cotton Ginners’ Association which has its headquarters in Dallas, Tex. The aims 
and objectives of the Texas Cotton Ginners’ Association are to increase the 
efficiency and lower the cost of handling and processing cotton and cottonseed 
and to expand the consumption of cotton and cottonseed products. This is done 
primarily through educational programs. 

Our purpose in presenting this statement to you is to oppose any extension 
of coverage to agriculture under the Fair Labor Standards Act and to ask for a 
clarification of the present definition of “agriculture” and “area of production.” 

At the present time, personal income in the United States is at an alltime 
high. Personal income in 1956 was $18 billion above the 1955 level. Factory 
workers average hourly earnings reached a peak of $2.05 in December 1956 
Take-home pay and purchasing power of factory workers exceeded all previous 
levels. 

Agriculture, meanwhile, is faced with exactly the opposite situation. The 
farmers’ net income in 1956 was 4 percent above 1955, rising for the first time 
since 1951. Comparing the present situation of the farmer now with that of 
1949, however, reveals that overall hourly earnings are down 10 percent and net 
income down 15 percent. While it is acknowledged that productivity is up—so 
are costs—and disproportionately so, causing in effect a cost-price squeeze. Sen- 
ate Document No. 18 compares average hourly earnings in agriculture with other 
selected industries from 1929 through 1956. It shows for 1956 that the average 
hourly earnings in manufacturing were $1.98 an hour as compared to 70.3 cents 
an hour for agriculture. 

The cotton ginner is the first processor of cotton. He separates the seed from 
the lint and packages the lint in a bale ready for sale. This service he performs 
for the farmer. It is an essential service that must be done before the farmer is 
able to sell either his lint cotton or his seed. The farmer pays the ginner for 
this service. 

Since the ginner is the first processor with nothing to sell but service, it becomes 
immediately apparent that if his labor cost increased to process the cotton—he 
must in turn reflect this additional cost in terms of increased charges for ginning 
and collect from the farmer accordingly. This we do not believe the farmer can 
stand nor do we think the Congress intended him to in the original act. 

Many of the ginners’ original exemptions have been eliminated. This has 
come about through gradual encroachment by the Department of Labor’s rul- 
ings and through subsequent court decisions. As an example of how the Sec- 
retary of Labor has all but nullified the “area of production” exemption, under 
the law, cotton gins and warehouses located in the “area of production” are 
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exempt from the minimum wage and overtime provisions of the act. The deti- 
nition of what constitutes the “area of production” is left to the Labor Depart- 
ment. Under the present definition, cotton gins in many locations in Texas are 
not in the “area of production” because they are within 1 mile of a town of 
2.500 population or within 3 miles of a city of over 50,000 persons. In every 
instaance these gins are in the center of, or adjacent to, or within a few hun- 
dred feet of cotton fields where cotton is commercially grown in large quantities. 
Under the Department of Labor’s present definition, it makes no difference that 
many of these gins are in counties which produce cotton in large quantities. In 
fact, some of the counties, such as Lubbock, Willacy, Hockley, or McLennan, 
produce as much cotton as some entire States of the Cotton Belt. Also, the 
present definition requires that 95 percent of the cotton come from a 10-mile 
radius of the gin in order that the gin be considered in the “area of production.” 
This is again completely unrealistic. In many of our western areas where roads 
are good, farmers make a practiee of hauling cotton 20 or 30 miles to the gin. 

Another example of how the Secretary of Labor is encroaching upon present 
exemptions is his recent ruling that the hauling of Mexican national agricultural 
workers is no longer exempt work and connected with agriculture. We must 
now consider one of these truckers who formerly was classified as an independ- 
ent contractor as an employee, just because he happens to haul bracero workers. 
On the other hand, if this man hauls domestic workers, he is considered an 
independent contractor—working in agriculture. In either case the men, equip- 
ment, time, place, and duties are the same. 

We believe that the committee, in consideration of this definition, should have 
a clear picture of the functions of a cotton ginnery, its relation to the production, 
marketing and consumption of cotton and the effect of the definition upon cot- 
ton gins. We will, therefore, set forth some of the elemental facts pertaining 
to these matters. 

The cotton plant is not a perennial, but is produced from cottonseed which 
are planted in the spring and mature in the fall. These plants are called stalks 
and have branches and leaves. The plant produces flowers which bloom, wither 
and fall off, leaving what are called squares. From the square there emerges a 
pod or boll. These bolls contain seed which are covered with fiber. As the bolls 
grow in size, the seeds expand and the length of the fiber on the seed increases. 
In the final status of growth, the boll bursts open wide and exposes the cotton. 
The open boll hardens and then is called a burr. Ordinarily the cotton is re- 
moved from the burr and usually by hand, but in some instances burrs and the 
cotton they contain are pulled from the stalk. When a sufficient quantity of 
seed cotton is picked or gathered, usually about 1,400 pounds, the producer takes 
it to a gin. 

Upon arrival at the gin, the seed cotton is removed from the wagon or truck 
by suction pipe and passed through the gin machinery. A gin is composed of 4 
or 5 stands, each containing 80 or 90 saws with an original diameter of 12 inches. 
These saws accomplish the primary purpose of the gin—that of separating the 
cotton fiber from the cottonseed. At the time of ginning, the cotton is cleaned, 
foreign particles are removed and damp cotton dried. The seeds are ejected by 
the machinery at one place and the lint at another. The lint goes into a recep- 
tacle called a press box where it is tamped down, covered with bagging on each 
side and end, and 6 steel bands or ties are placed around the package to hold it 
together. This is called a bale of cotton and its dimensions are approximately 
27x54x48 inches. The bale of cotton and the cottonseed are then delivered to 
the owner for his disposition. Thus, ginning is a necessary operation in the 
preparation of cotton from the producing farm for the merchant. 

Gins also perform some supplemental services. One of the most common of 
these is transporting the cotton for the farmer to nearby warehouses, com- 
presses, or railroad loading platforms. Another frequent practice, particularly 
in the last few years, is aiding in the preparation of, or preparing, the documents 
necessary to place the cotton in the Government loan or purchase programs. 
Less common services include the loading of bales into freight cars and pro- 
viding temporary storage space for the bales and the seed. 

Generally speaking, the ordinary gin is a small business averaging for the 
State of Texas about 1,977 bales ginned per plant per year. From a survey made 
of gins in the United States for the 1956-57 season, approximately 64 percent 
were owned by individuals, 16.8 percent by corporations, and 19.1 percent by 
cooperatives. 

We strongly recommend that the committee consider the need to redefine 
“agriculture” and the “area of production” so that no administrator can take 
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away from farmers the exemptions which Congress intended they have for 
minimum wages and hours in the production, first processing, and handling of 
their products. 

Some of the bills before the committee would eliminate the minimum wage and 
overtime exemptions for farm labor. In raising cotton this could mean, in Texas, 
as much as $99.50 per bale in labor costs alone. Translated into cost of pro- 
duction, this would mean a 6 to 7 cent per pound increase in the cost of pro- 
ducing cotton. This, obviously, is ridiculous and would force him from the 
business of growing cotton. This I do not believe the Congress intended, nor 
do I believe that the original intent of Congress was to cover related first 
processors which would cause additional burdens upon the farmer. 

I therefore strongly urge this committee not to extend the provisions of the 
act in any respect to farmers. 


LOUISIANA LAUNDRY AND CLEANERS ASSOCIATION, 
New Orleans, La., May 11, 1957. 
Mr. A. Reets KELLEY, 
Clerk, Subcommittee on Labor Standards, 
House Office Building, Washington, D. C. 

Dear Str: Complying with your request of May 8 we submit the following 
outlining our opposition to the proposed legislation and reasons therefor. 

The industry comprises many small businesses or private, individual enter- 
prises, 89 percent of which employ from 6 to 15 employees, do about $25,000 to 
$200,000 annual volume and pay about 50 percent of this in wages. 

We are not opposed to high wages but we are opposed to inflation, discrimi- 
nation, and regimentation. 

We are in sympathy with the intentions of these bills, that is increasing the 
wages of low-income groups but we cannot be in sympathy and agreement with 
the principle or method proposed to accomplish this end. We oppose legislating 
and forcing small, individual establishments, strictly local in nature, in neigh- 
borhood competition and in many instances family businesses to be bound by 
national legislation detrimental to their interest, and to comply with new phases 
of old laws that for years have not interfered or complicated the business, 
the lives or livelihood of those involved. 

Through peace or war, depression or inflation we have managed to get along, 
take care of our employees and get along in our local environment and com- 
munity. We have raised our standards, protected the health of our people as 
our process sterilizes and decontaminates, and helped keep up the morale of our 
public as well as the Armed Forces. All of this was done without force, dis- 
crimination, or legislation. 

The great majority of those in the industry cannot afford a bookkeeper and 
secretary or stenographer. Most of the owners or a member of the family do 
this work or most of it with a little outside help; they of course also do some 
production work in the plant; therefore more records and regulations will cause 
a hardship and additional expense. 

If we must have an enforced legislated wage scale or regulated wage scale, why 
shouldn’t we have an enforced price scale, enforced production scale, regulated 
volume, guaranteed income rate similar to public-service utilities, guaranteed 
profit on investment and regiment workers into their jobs? 

We produce no tangible product, we only render or sell service and labor on 
the customers’ property that the owners do not choose to do themselves and if 
we try to charge a price commensurate with doing a good job for which we must 
pay top wages, pay for necessary protection we are in danger of pricing our- 
selves out of business and into bankruptcy as this service can be done at home 
or less frequently resulting in reduced volume, reduced employment or no employ- 
ment or business at all. 

We oppose this wage regulation because where there may be some low wage 
earners affected the high priced employees will want a proportionate increase 
which will work a hardship on the owner since there is not sufficient profit to 
absorb these increases which cannot be easily, if at all, passed on to the con- 
sumer in our case, so what? 

In large towns and cities of our State even different sections differ and most 
of the establishments have only one location with a couple of trucks covering 
nearby territory. Some few have 2 or 3 branch outlets, if they have more in 
most cases they are just part-time locations. In the small towns there may 
only be one family business employing 6 or 8 outsiders, a little larger town may 
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have 2 such establishments with a truck or two for pick up and delivery service. 
There are very few large establishment covering an entire town or city or cross- 
ing parish lines, very few cross State lines—this would be the exception rather 
than the rule. 

The industry as a whole has increased wages and bettered conditions, without 
interference or intervention, to keep up with conditions and in competition for 
labor in a free and open field. We favor higher wages and better conditions and 
feel that we are making progress and if let alone will continue to solve our 
problems to the satisfaction and for the betterment of all concerned. 

In view of these facts and conditions we believe that no part of our service 
industry should be included or covered by any act of our National Government. 

Many great civilizations are no more, not because of war, but through inner 
demoralization of ethical standards and spiritual values of their people. 

Yours very truly, 
CALVIN H. WEISER, 
Reecutive Director. 





KANSAS WHOLESALERS OF MALT BEVERAGE ASSOCIATION, INC., 
Topeka, Kans., May 2, 1957. 
Hon. J. FLoyp BREEDING, 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN: We, the officers and directors of the Kansas Wholesalers 
of Malt Beverage Association, urgently request your support in opposition to 
H. R. 4575, H. R. 4696, and S. 1853, which drastically propose changes in coy- 
erage and other features of the Federal wage-and-hour law. 

It is our understanding that these bills would bring all employees of a cereal 
malt beverage wholesaler, except executive, administrative and professional em- 
ployees under both the minimum wage and overtime provisions of the act. All 
salesmen and driver-salesmen would be affected. 

We feel that enactment of these bills would work an additional hardship on 
small-business men such as our members, who are already beset by high excise 
taxes, license fees, rules and regulations, and numerous additional increased 
costs of operation during the past few years, not to mention the redtape in- 
yolved in keeping records and rendering reports required by law. 

A check of our records reveals the fact that 101 cereal malt beverage whole- 
salers in this State have either sold out or quit business since July 1, 1950. 

The industry we are engaged in is more or less a seasonal business. All em- 
ployees are now paid in excess of the minimum required in the wage-and-hour 
law; most driver-salesmen being paid a guaranteed salary plus commissions. 

If these bills mentioned above are enacted into law, it will require most or all 
of our members to revamp their entire operations. Their costs will be increased 
tremendously during the summer months, either by overtime or additional em- 
ployees which they cannot afford. A vast majority of wholesalers prefer to keep 
their employees the year round in order to keep trained men. If wholesalers 
are required to pay overtime during the summer months, or put on additional 
men to comply with the wage-and-hour law, it will then compel them to lay men 
off during the winter months when business is slow and a full staff of employees 
is not needed. 

As you no doubt realize from the number who have sold out or quit in the past 
few years, these are crucial times for wholesalers of cereal malt beverage and 
many of our members are ready to ‘‘throw in the sponge” and quit business unless 
the small-business man ceases to be plagued by higher taxes, higher costs, and 
additional adverse rules and regulations. 

Cordially yours, 

Kansas Wholesalers of Malt Beverage Association by Joe Mamary, 
President; Wm. K. Elias, Vice President; Jack Stephenson, 
Treasurer; Ralph B. Gillett, Executive Secretary; John P. Ward, 
Director; John Steckney, Director; L. C. Helbert, Director; Steve 
Massa, Director; T. H. Crawford, Director; E. J. - , Director ; 
Carl L. Wassenberg, Director; J. W. Dutch West, Director. 
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KANSAS TELEPHONE ASSOCIATION, 
Topeka, Kans., April 15, 1957. 
Hon. JAMES ROOSEVELT and Wo. H. Avery, M. C., 
House Office Building, Washington, D. C. 

DEAR CONGRESSMEN ROOSEVELT AND WM. H. Avery: In connection with your 
subcommittee’s consideration of proposed amendments to the Wage-Hour Act, 
we are enclosing a memorandum authorized by and expressing the position of 
the independent telephone companies who make up our membership. We would 
appreciate, of course, having the opportunity to appear before your committee to 
present this memorandum and ask that it be incorporated in the record of your 
proceedings. If that can be arranged we will be pleased to hear from you as to 
the time and place selected for our appearance. If it is not possible to grant us 
time to appear before your committee, will you please inform us how we might 
otherwise be assured that the material contained in this memorandum will 
become a part of the record in your proceedings and be given consideration in 
atriving at a decision on legislation to be recommended. 

You will note that on the first page of the memorandum reference is made to 
the Twenty-third Biennial Report of the Kansas State Corporation Commission 
published in February 1957. This report was the source of much of our statis- 
tical information. Because such a small portion of the report refers to the 
operations of telephone companies we have not enclosed the copy referred to. 
However, if this memorandum may be copied into the record of your proceed- 
ings, we will be glad to forward a copy of the biennial report referred to to be 
attached to the copy of the memorandum Officially presented to your committee. 

Very respectfully yours, 


DovuGLas GLEASON, Secretary. 


MEMORANDUM OF KANSAS TELEPHONE ASSOCIATION RELATING TO EXEMPT STATUS 
oF CERTAIN TELEPHONE OPERATORS UNDER WAGE-HowuR ACT 


To Hon. AuGcustTineE B. Kettey, Hon. Patt M. LANpRuM, Hon. JAMES ROOSEVELT, 
Hon. Lupwie TELLER, Hon. Joe Hott, Hon. WILLIAM H. Ayres, Hon. Rosert P. 
GRIFFIN, 

Subcommittee, House Committee on Education and Labor. 

GENTLEMEN: We are informed tht your subcommittee is considering proposed 
measures to amend the Wage-Hour Act to (1) eliminate the provision for an 
exemption from the application of the law which extends to telephone operators 
employed in exchanges serving fewer than 750 subscribers, or (2) to eliminate 
the “exchange” as the unit for determining whether the exemption should apply 
and to substitute the “company” as that unit. 

The Kansas Telephone Association has been requested by its membership (com- 
prised of a large percent of the total number of independent telephone com- 
panies in Kansas) to urge that you do not recommend amendment of the act 
in either of the particulars recited above. As secretary and counsel for the 
association, I submit the following information which effectively illustrates the 
reason for the position our membership has taken. The source of all statistical 
information reflected here is the Twenty-third Biennial Report of the Kansas 
State Corporation Commission published in February 1957, and covering the 
period July 1, 1954, to June 30, 1956. Appropriate page references are given. 
We also enclose with this memorandum, for whatever value it may have for you, 
a copy of that publication. 

Our Kansas telephone companies are public utilities under the laws of our 
State. As such they are subject to regulation by our corporation commission. 
Standards for construction of overhead lines, efficiency and sufficiency of service 
rendered, the issuance of securities and the rates which may be charged are de- 
termined by the Commission. Our independent companies serve the small towns 
and rural areas of our State. The largest exchange operated by an independent 
company in Kansas serves only 5,194 subscribers. The smallest serves but 31. 
The commercial establishments in our small towns are geared primarily to the 
agricultural economy which in most cases, supports those towns. Incomes are 
substantially lower than the incomes in larger metropolitan centers. The scale 
of wages paid and the price levels of the commodities marketed at retail are 
more closely related to wages of farm laborers and prices obtainable for farm 
products, than to the wage and price levels in industrial communities. 

In these comparatively rural communities where modest wage and price levels 
prevail generally there are at least two compelling reasons why the existing 
exemptions relating to telephone operator’s wages should be maintained. 
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1. At $1 per hour, the telephone operators in many of these small communities, 
will be the highest paid employees in town. Few, if any, other industries or 
pusinesses in these rural communities are doing interstate business, Their wage 
scales are frequently below the federally fixed minimum. This tends to create 
a difficult and costly public relations problem for the teelphone company. 

2, The level of telephone rates which would be required to recover costs of 
operator wages, if the $1 per hour minimum was applied, would be prohibitive. 
Wide use of the facilities by the people who actually need telephone service 
would be discouraged. 

Some illustrations of the effect of extending minimum wage provisions to tele- 
phone operators in small exchanges may be helpful. 


CLASS “E’? TELEPHONE COMPANIES 


In Kansas, we have 128 class E telephone companies (biennial report, pp. 99 
through 106). These are companies with annual revenues from all services ren- 
dered of $5,000 or less. Each of these companies operates only a single ex- 
change. The largest exchange serves only 266 subscribers. The average num- 
per of subscribers in these exchanges is just under 108. Our corporation com- 
mission requires that service be available 24 hours per day. Extension of the 
minimum wage provisions to operators at these exchanges would establish a 
minimum expense for operators of $720 per month. Thus in the average ex- 
change the subscriber would be called upon to pay just under $7 per month to 
cover the cost of operators alone. Taxes, depreciation, maintenance, supervision, 
return on investment, ete., would increase that amount by at least $1.50 per 
month. No one in those small rural communities will pay $8.50 per month for 
exchange telephone service. 

Another illustration relating to the same group of class ‘“” companies should 
be given. In the full calendar year 1955, these 128 exchanges owned by 128 
separate companies served 13,797 subscribers. The total revenue received by all 
these companies was $353,781.87. The total wage expense for all these com- 
panies was $207,571.89 (see biennial report, p. 102). If the minimum wage was 
paid to the operators in these exchanges, the total required for operators wages 
would be $1,121,280 ($124 hours365 days128 exchanges). More than three 
times the present total revenues would be required to pay the operators alone. 
Operator’s wages would be more than five times as much as the wages presently 
paid to all personnel. 

CLASS D TELEPHONE COMPANIES 


Kansas also has 1387 class D telephone companies (biennial report, pp. 88 to 
97). These companies have annual revenues of from $5,000 to $25,000. From 
year to year, revenues of a few of the companies will drop below the lower limit 
and some will go above the upper limit. When it appears that the change is tem- 
porary, the company classification is not immediately changed. (The various 
classes comply with different rules 2s to systems of accounting.) These com- 
panies operate 154 exchanges serving 40,615 subscribers. Eleven of these ex- 
changes are dial operated. The remainder require the services of operators 24 
hours per day. 

The manually operated exchanges may be summarized in classes according 
to the number of subscribers served as follows: 


10 Exchanges have fewer than 100. 

34 Exchanges have more than 100 but fewer than 200. 

55 Exchanges have more than 200 but fewer than 300. 

25 Exchanges have more than 300 but fewer than 400. 

15 Exchanges have more than 400 but fewer than 500. 
Exchanges have 500 or more subscribers. The largest 


has 540 subscribers, 











The largest number of exchanges operated by any one class D company is four. 
The total number of subscribers in all 4 exchanges is 612. 

The class D companies serve a total of 38,825 subscribers in the 148 manually 
operated exchanges—an average of 270 subscribers per exchange. 

Assuming 1 operator on duty can handle the calling load at all hours, the 
total annual operator cost is $8,760. The monthly cost per subscriber for oper- 
ator service is approximately $2.70. Many monthly rates are presently below 
that figure (see biennial report, pp. 92-97). Maintenance, depreciation, taxes, 
etc., must also be recovered. 
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In 1955, the total operating expenses for all the exchanges (including 11 dia] 
exchanges) operated by our class D companies was $1,336,312.75. This amount 
includes maintenance, supervision, supplies, depreciation, taxes, insurance, ang 
all other items of expense. If the minimum wage was paid to the operators in 
the 148 manually operated exchanges, the operator cost alone would be $1,252. 
680—just $82,632 short of the total of all operating expenses for all 154 exchanges, 
It should be readily apparent that the application of the minimum wage of $1 
per hour to the operators in these exchanges would increase operating costs 
more than 50 percent and in some instances more than 100 percent (see biennial] 
report, pp. 88-91). Income levels in these rural communities are such that rates 
sufficiently high to recover these costs would impose an unreasonable and, in 
many cases, an unbearable burden. One of our greatest problems now is to 
maintain service at a cost low enough to be available to the many retired 
farmers and elderly single persons who make their homes in these rural com- 
munities. It will be impossible to do so if operators’ wages are substantially 
increased. 
CLASS C TELEPHONE COMPANIES 


We have 30 class C companies in Kansas (see biennial report, pp. 83-86), 
These companies have annual revenues of from $25,000 to $100,000 per year. The 
30 companies operate a total of 129 exchanges serving 35,483 subscribers. Sixteen 
of the thirty companies operate exchanges which serve fewer than 750 sub- 
scribers. Each of these 16 companies serve more than 750 total subscribers 
when all the exchanges operated by each is considered. The use of the “com- 
pany” as the unit to test the application of the minimum wage would result in 
increased costs to all. About one-half of the 35,483 subscribers served by our 
class C companies would be called upon to pay substantially increased rates 
if the minimum wage of $1 was paid to all operators in all exchanges operated 
by these companies. The rates are already at a level which challenges the 
economy of the subscribers. These companies do not serve large towns. The 
largest exchange owned by a class C company serves fewer than 1,400 telephones, 
The smallest exchange serves 42 telephones. An unreasonable burden would be 
imposed by rates which would enable the companies to recover costs resulting 
from broader application of the minimum wage. 

An illustration of the results which will be experienced in one of the class C 
companies is representative of what may be expected in the others. The Reno 
Telephone Association, Inc., operates 9 exchanges serving 1,966 subscribers, an 
average of 218 per exchange. Wages of none of the operators in the nine ex- 
changes are now subject to the federally fixed minimum. The company experi- 
enced a loss in 1955 (see biennial report, p. 82, line 20). A dial conversion 
program for this company is designed to eliminate operator costs altogether and 
put the company on a profitable operating basis. Any substantial increase in 
operator costs would impair the company’s ability to carry out its improvement 
program. Its subscribers simply could not pay what would be required to cover 
the cost of the operators. 

A glance at the statistics relating to the other class C companies reveal that 
similar insurmountable difficulties would be faced by them. 


CLASS A AND B TELEPHONE COMPANIES 


We have 5 independent companies in Kansas with revenues in excess of 
$100,000 annually (see biennial report, pp. 71-81). The smallest of these operates 
% exchanges serving 3,111 subscribers, and in 1955 its total revenues were 
$167,803.21. The largest of these operates 65 exchanges and in 1955 its total 
revenues were $2,011,516.47. 

A strong argument in favor of the exchange basis for determining the appli- 
cability of the Federal minimum wage lies in the rules adopted by the Kansas 
Corporation Commission relating to ratemaking. Our commission has, in some 
instances, fixed the rates for a multiexchange company on an individual exchange 
basis. Our commission has been especially inclined to do so when the operating 
costs per station, as between exchanges, exhibit marked differences. In almost 
all cases, our commission has inisisted that the rates applicable to any exchange 
be sufficient to enable the company to recover at least the amount of the out-of- 
pocket operating expenses. 

It will be seen that the telephone companies and telephone subscribers in 
Kansas would suffer in precisely the same way and in practically the same degree 
if the operator exemption is fixed on a “company” basis as they would if the 
operator exemption is eliminated. 
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Three of our class A and B independents would experience back-breaking hard- 
ships if the minimum wage is applied to all their operators regardless of the char- 
acter of the amendments to the act which effect that result. 

Bach of the three companies, McKrae Telephone Co., Inc., United Telephone 
Co. of Kansas, Inc., and Western Light & Telephone Co., Inc., operate several 
exchanges which serve fewer than 750 subscribers. McKrae operates 13 ex- 
changes serving 4,998 subscribers. Wages of operators in 11 of the exchanges 
are presently exempt from the federally fixed minimum wage. These 11 
exchanges serve 39 percent of the company’s subscribers. United operates 65 
exchanges. Forty-five of these serve fewer than 750 subscribers. The operator’s 
wages are therefore exempt from the fixed minimum wage. These 45 exchanges 
serve 44 percent of the company’s 36,176 subscribers. Western operates 12 
exchanges serving 7,671 subscribers. Eight of these exchanges serve fewer than 
750 subscribers and the operator’s wages are exempt from the fixed minimum. 
These 8 exchanges serve just over 40 percent of the company’s subscribers. 

It must be apparent that even if our commission were willing to fix rates on a 
companywide basis, substantially increased costs to serve a relatively large 
percentage of these company’s subscribers would be a heavy burden upon all the 
subscribers. The economies of the communities served will not support the 
necessary rates. Moreover, as has been pointed out, our commission has shown 
no inclination to permit recovery of operating costs for one exchange in rates 
applicable to another. 

We respectfully suggest that extending the federally fixed minimum wage to 
yperators in telephone exchanges serving fewer than 750 subscribers will have 
the effect of (1) depriving many people of a service found to be both convenient 
and necessary. (2) hasten, insofar as possible, the installation of automatic 
equipment which will terminate the employment of the intended beneficiaries 
of such action, (3) bankrupt many of our Kansas companies (unable to quickly 
convert to dial operation) by requiring them to increase operating expenses above 
their ability to pay. The people in the communities served cannot pay rates 
which would be necessary to enable the companies to pay such increased costs. 

We earnestly hope that you will not recommend amendments to the Wage- 
Hour Act which will have such adverse effects upon the telephone companies 
and telephone subscribers in the State of Kansas, 


OaKwoop MARKETS, INC., 
Kingsport, Tenn., April 30, 1957. 
Representative AUGUSTINE B. KELLEY, 
Chairman, House Labor Standards Subcommittee, 
House Office Building, Washington, D.C. 

Dear Sir: We would like to make our views concerning extension of coverage 
under Federal wage and hour law a matter of record as it pertains to our two 
supermarkets. 

The following results can be expected if our employees come under wage and 
hour. 

1. Our part-time “school boy” help would have to go. This would effect ap- 
proximately 55 boys and girls. This class of help is paid 50 cents per hour for 
6 months; 65 cents per hour for next 3 months; 75 cents per hour thereafter. 

2. Our services to the public would have to be curtailed. Part-time help and 
some full time would have to go. Some full time would be reduced to part time. 

3. Naturally if our cost of labor rises we would have to raise prices to offset 
the difference. Our 1 percent net after taxes is an extremely low margin to op- 
erate on as it is. 

With above facts in mind we would appreciate your voting against measures 
for extending coverage. 


Yours truly, 
OaKWoop MARKETS, INC., 


J. K, TILver, 
Secretary-Treasurer and General Manager. 
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Lone Beacu, Cauir., March 14, 1957. 
Hon. Crate HOosMER, 
Old House Office Building, Room 241, 
Washington 25, D. C. 

Dear Craic: I wish to register my oppositon to the amendments to the Fair 
Labor Standards Acts now under discussion by the Senate Labor and Public 
Welfare Committee and the House Education and Labor Committee. 

1. If any of the bills are passed, it will definitely contribute to inflation. 

2. It will work hardships on many of our small merchants, even though 
exempt, they will have a definite negative reaction because of the demand 
placed on their better quality employees, who will leave to the larger stores. 

3. The housewife will get the impact of higher prices. She is now screaming 
about cost of living. If operating costs in doing business in Long Beach are 
raised because of Federal control, prices will rise. 

4. The help at employee level will be canceled out by the spiral of prices and 
the relief will only be temporary. 

5. The Government will need to increase its budget to police this national 
law, which means more taxes. 

&. Long Beach stores will be forced to put on more help to keep more records. 
“« haven't forgotten the records we kept during the last war due to Federal 
vuntrol. 

7. I strongly feel that if there is to be regulation, it should be statewide, not 
Federal. There is entirely too much difference areawise to have a Federal law 
controlling retailing. 

8. These bills are loaded with danger to the retailers. The legislation if 
passed will have a definite negative reaction to retailers, employees, and our 
customers. We as retailers are trying to keep prices down. This won't help. 
Our national economy can be adversely affected if we permit prices to continue 
to rise. 

Craig, I am axious to know how you stand on this matter. How will your 
vote be counted? 

Hope to see you during your visit in Long Beach during Easter. 

Will you please give me your personal reply? 

Sincerely, 
V. M. Fay. 


THE CLAM Box, 
Cos Cob, Conn., April 7, 1957. 
Hon. ALBerT P. MOoRANO, 
House of Representatives, 
House Office Building, Washington, D. C. 


DeAR Str: As the owner of the Clam Box Restaurants, I would like to voice 
my opinion of the proposals to amend the Fair Labor Standards Act, which 
is now before the Subcommittee of Labor of the Senate Committee on Labor and 
Public Welfare. 

I am referring specifically to the proposal which would remove the restaurant 
exemption on the minimum wage law and time and one-half for hours over 
40 a week. 

My restaurants are located in Cos Cob and Westport, Conn. Our Cos Cob 
establishment is one of the largest seafood restaurants in the East. 

As an individual businessman who would be affected by this amendment and 
as a person who is concerned with the country’s economical welfare, I consider 
this step a drastic one in the wrong direction, if we are to fight the present 
inflationary trend. I urge you to pass my viewpoints on to the committee, 
which I have listed below : 

1. One obvious result would be a forced increase in prices on our menu, This 
would happen to every restaurant in the country, large and small, from lux- 
urious nightclubs to diners and coffee shops, thereby affecting every American’s 
purse, since we all dine out or “stop for coffee,” at least occasionally. This will 
immediately cause a loss of customers. We compete constantly with the prod- 
ucts prepared for dining at home. With frozen complete dinners, precooked 
foods, concentrates, etc., the housewife does not abhor the task of cooking as 
much as she did before these items were put on the market. Our prices must 
remain in the average bracket to induce families to dine out. The patron 
of a restaurant fails to see the labor costs behind the menu prices. He simply 
considers what it would cost to prepare the same dish at home and believes 
our profits to be quite fabulous. 
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2. The public, realizing that service employees are earning a full wage, would 
either refuse to “tip” or cut down the amount of it. Since gratuities serve as 
an incentive to the waitress, loss of this would cause service to become poor. A 
waitress will realize that her wages will remain the same, regardless of how 
many customers she serves. If service is slow, less patrons will be served in a 
given time, thereby cutting down the volume of business. 

3. Restaurant employees who are not part of the service staff, such as chefs, 
stewards, etc., are generally paid more than the minimum wage. If service 
employees are given this forced raise, the higher bracket income employees 
would also demand an increase, in keeping with the idea that they, as trained 
personnel, should earn more than a waiter or waitress, whose skill and train- 
ing are acquired in comparatively less time. If everyone received a raise, 
operating costs would spiral skyhigh. 

1. If the restaurant owner was required to pay time and one-half for hours 
worked over 40 per week, most employers would resort to a split shift. This 
would not be beneficial to employees, since their earning time would be cut. 

5. In establishments where unions are in effect, the raise made necessary 
by law would encourage union members to ask for more increases in time. This 
is not only characteristic of unions, but one of the reasons for their existence— 
to get the employer to pay more than is required by law. 

6. Here at the Clam Box we use the bonus system to encourage our help to 
remain with us, especially during our busy season. Bonuses are given at the 
beginning of the fall and at Christmas time. If I were forced to spend more 
money on my weekly payroll, I would have to discontinue the bonuses. The 
turn-over in employees would then be drastically increased. 

7. It is impossible to cover the working conditions in our industry with a 
national law. Our business is strictly of a local nature; our customers are 
local people; and our employees are drawn from the local labor market. As 
the Federal wage and hour law stands now, only businesses engaged in inter- 
state commerce are covered. This is how it should remain. The conditions 
existing in the different States are not the same. What might be fair in one 
would be unfair in another. This matter is the concern of the State govern- 
ments and the Federal Government would only be infringing upon the States’ 
rights. 

I have presented my views as restaurant owner and an employer who is as 
concerned with his workers’ welfare as he is with his own. I strongly urge 
you to fight this proposal that can only do harm and not be beneficial to any- 
one. Your support against this amendment would be in keeping with your 
usual line of fair legislature. 

Thank you for the opportunity to express my opinions to you. I would 
greatly appreciate hearing from you concerning your views on this subject. 

Respectfully yours, 
GEORGE GROSS. 


SPECIAL BULLETIN, OF LoNG Beacu (CALIF.) RETAILERS ASSOCIATED, 
March 13, 1957. 
RETAILERS AWAKE—TIME FOR ACTION 


For naturally selfish reasons the unions have been exerting all their influ- 
ence to bring retailing under the jurisdiction of the Federal wage-hour law. 
Thirty bills have been introduced in Congress; some of them advocate raising 
the minimum retail wage to $1.50 an hour for some—or even all—retailers. 
This week the President flatly stated he favored these measures for larger 
stores, 

It is time to act, to let our Congressmen know the truth, the bad effects, the 
danger of inflation which is imminent. 

There no such thing as covering only larger stores. What happens to 
the small retailer, if his best employees leave for the better paying jobs down 
the street? Should he raise wages too? He would gladly, if he could afford it. 
But, he can’t. The answer: (a) be content with average employees, (b) raise 
prices, (¢) go out of business. 

If wages and prices go up, purchasing power is the same. Legislated wage 
increases are not wage increases at all. There is no increased productivity 
involved, Therefore, such increases must be accompanied by consumer-price 
increases to meet the extra wages. And so, the employees and the public gain 
nothing. 
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Perhaps some retailers can tighten their belts by giving less service or by 
dropping part-time students who are struggling to stay in school by contribut- 
ing to the family budget. 

Raising the starting wage is like hitting the first pin in a bowling alley. The 
housewives are even now bemoaning the high prices. Who will bear the brunt 
of the cost for national policing of wage-hour laws for thousands of retailers? 

Federal legislation of a uniform wage raise can’t possibly be fair when we 
know that cost of living varies throughout the United States. 

What can we do now, today? 

1. Write your Congressmen and see them personally during their 3 weeks of 
Easter vacation. 

2. Tell them on your personal stationery how Government regulation will 
adversely affect your business. 

3. Ask them how do you stand on the question? Don’t be satisfied with a 
form letter of thanks. Tell them you want a frank answer; how will they vote. 
Write several times if necessary. 

Your Congressmen will welcome all opinions and will judge according to which 
stack of mail is the largest, the pros or cons. 

We have too much at stake to permit a foot in the door. 

Write now, today to: Hon. William Knowland, room 215, Senate Office Build- 
ing, Washington 25, D. C.; Hon. Craig Hosmer, room 241, Old House Office 
Building, Washington 25, D. C.; Hon. Thomas Kuchel, room 327, Senate Office 
Building, Washington 25, D. C. ‘ 


DICKERSON LUMBER Co., 
Huntington, W.Va., March 11, 1957. 
Representative ELIZABETH KEE, 
House of Representatives, 
Washington, D.C. 

DeAR Mrs. Kee: I am advised that hearings on wage hour extensions are again 
to come before committees of the Senate and House. As I previously stated, 
after consulting with many friends, and acquaintances, I can frankly say 
that a heavy majority agree that in fairness to all retail business, that present 
regulation should not be extended. You need only to observe to notice that for 
many years retailers have been finding it harder and harder for them to remain 
in business, because of more and more laws, and regulations. 

I personally feel that the majority of such pressure regulations are presented 
and pressed by the lobbyist of unions representing their powerful organizations. 

However, my greatest personal objections are as I have previously mentioned 
that a definite minimum price per hour for any, and all, is ridiculous. One, an 
able-bodied man often can, and will produce, if allowed, twice what another 
able-bodied man will do. Two, worse yet, men that are physically unable to 
do a full day’s work are anxious to do their best in order to provide bread and 
meat, but if it is the law that they must be paid a high minimum wage, which 
is probably twice what they can produce, and in spite of the employers’. sym- 
pathy, they are going to be without a job, even though they are not in any way 
at fault. 

Let’s be fair and give everyone a chance to work that wants to do so. In other 
words, we feel that a man that is unable to do a day’s work should have a right 
to work at a lesser price. Therefore, I am absolutely opposed to at least retail 
dealers being set up at a high minimum. Such a minimum only means that there 
will be many thousands more unemployed to be cared for by some means. 

With best regards, I am, 

Yours very truly, 
G. J. DICKERSON, 
Representative National Affairs Committee. 


STATEMENT OF Rupo.tPeH T. DANSTEDT, DrREcTOR, WASHINGTON BRANCH OFFICE OF 
THE NATIONAL ASSOCIATION OF SOCIAL WORKERS 


Mr. Chairman, I am Rudolph T. Danstedt, director of the Washington branch 
office of the National Association of Social Workers, and I am authorized to 
express the support of our association for H. R. 4791 introduced by Congress- 
man Augustine B. Kelley. 

The National Association of Social Workers and one of its predecessor or- 
ganizations—the American Association of Social Workers—have long been on 


<_--v see cesasa 
cere 


rec 
lal 
Mc 
“p 
la\ 
an 
on 
thi 
ex 
po 
tic 


st at oe bo OD 


ae nia dh a ei 


by 
ut- 


‘he 
Int 
rs? 
we 


of 


rill 


ld- 
ice 
ice 


in 
~d, 
Ay 
nt 
or 


a(] 
iS. 
ad 
in 
er 
to 
1d 


l- 
Ly 


FAIR LABOR STANDARDS ACI 1459 


record in favor of adequate minimum wages and wide coverage of employment 
by the Fair Labor Standards Act. The platform statement on economic and 
labor conditions adopted by the association at its convention in St. Louis, 
Mo., in May 1956, recommends among other matters under the subject heading 
“Protection of the labor force” the following: “Coverage of minimum wage 
laws should be broadened and levels raised to reflect increasing productivity 
and higher living costs.” Our association testified before the Subcommittee 
on Labor in the first session of the 84th Congress and indicated at that time 
that we not only favored increase in minimum wage to $1.25 an hour but to 
extend coverage of the act to as many presently excluded groups of workers as 
possible, both by reducing the number of exemptions and by broadening the defini- 
tion of interstate commerce. 

Our remarks on this occasion are addressed, of course, to extending the 
coverage as provided for in H. R. 4791. 

The members of our association who are employed in governmental and 
private agencies in our large urban areas, small towns and rural communities 
are acutely aware of the important fact that a floor below wages can contribute 
significantly to preventing ill health and the problems of family and personal 
maladjustment. Eloquent testimony can be presented, demonstrating the tre- 
mendous contribution the old-age and survivors insurance program—once a 
subject of substantial controversy—has made to permitting a dignified old age, 
keeping mothers and children together and in general, reducing the incidence 
of social problems because a minimum income was assured as a matter of right. 

A predication was ventured when the old age and survivors insurance pro- 
gram was inaugurated that in the course of time we would see a substantial 
decline in the number of children who had to be placed in institutions or removed 
from their own homes for economic reasons alone. That this has in fact occurred 
and that many of our oldtime orphanages have been emptied is one of the dra 
matic side effects of this program. There is, we believe, some appropriate anal- 
ogy between the many positive effects of the income guaranty features of the old 
age and survivors insurance program and extension of the Fair Labor Standards 
Act to still further sections of our population. 

Note should be made of the fact that old-age insurance benefits can be as 
high as $108.50 a month which amounts for a 40-hour week to 65 cents an hour. 
It is certainly not unreasonable to maintain that someone employed in a hotel, 
as a retail clerk, laundry worker, agricultural worker, or other categories 
appropriately included under this bill should be assured of a modest $1 an 
hour which is less than twice the maximum retirement benefit. It should be 
noted further that a number of members of the Congress believe that these 
retirement benefits are insufficient and should more adequately reflect the cost 
of living and provide opportunities for retirees to secure larger supplementary 
earning than are now possible. 

In our 1955 testimony we made a number of points that appear as pertinent 
2 years later as they did then. These are as follows: 

(1) The low-wage earner lives precariously balanced on the ragged edge of 
self-support. The least disturbance of this balance throws him and his family 
into economic destitution and dependency upon public welfare aid. It is he who 
has no margin of protection to cover illness, temporary unemployment or under- 
employment, or any other of the economic and social hazards of modern life. 
In this sense, the taxpaying public is called upon to underwrite the employer 
who pays substandard wages. 

(2) Substandard wage places a heavy burden on family life. Families are 
unable to provide their children with the basic necessities for healthy growth, 
especially such essentials as health and dental care. Mothers in such families 
are often driven to work to supplement an inadequate family income, thus 
depriving children of needed care. Desertions by an overburdened father, how- 
ever, unfortunate, are increasingly frequent. Slum living conditions are per- 
petuated by the low rentals such families can pay. Many children are driven 
to delinquency by the shame and hopelessness of the environment in which 
they live. 

It would certainly seem to our association that if another 10 million wage 
earners are included under the Fair Labor Standards Act as proposed in H. R. 
4791 this would be another significant step toward helping to dry up other 
pockets of poverty or semipoverty. 

It is certainly difficult for us to understand why various health and welfare 
agencies in the community would be called upon to subsidize—in many in- 
stances—the difference between what the person can earn and what he may 
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need to maintain a minimum adequate standard of living. It has been argued 
on occasions that those who favored minimum wage legislation would rather 
see handicapped individuals dependent upon public or private welfare sérvices 
than employed. This is not true. Those of us who have the opportunity to 
work with the handicapped would, of course, prefer to see them employed but 
we doubt that a $1 an hour contains a partly hidden subsidy for the individuals 
who are handicapped. We certainly salute the industry or the business that 
hires people on merit and ability to produce despite handicaps. We would 
doubt very much the sincerity of any employer who justifies inadequate wages 
on the assumption that he is performing a charity and therefore deserves a 
discount in wages. 

It seems ironical to us that social agencies and programs, both public and 
private—are asked to pay the cost of remedying the personal and social trage- 
dies to which low wages have contributed. 

It would seem to us far more sensible to use the instrumentality of govern- 
ment to prevent these situations before they occur and for this reason we 
believe the Fair Labor Standards Act should be amended to broaden its cover- 
age and to eliminate restrictions placed on this act by the 1949 amendments, 


STATEMENT BY CURTIS GATLIN, FIELD REPRESENTATIVE, NATIONAL CHILD LABOR 
COMMITYEE, New York, N. Y. 


After careful study and consideration of the provisions of the Morse-Kelley 
bills which would amend the Fair Labor Standards Act, the National Child 
Labor Committee is eager to express itself in strong endorsement of this pro- 
posed legislation, known as §. 1267 and the corresponding House bill, H. R. 
4575. In stating our positive approval of the proposed legislation we do so on 
the strength of the following assumptions: 

1. That the proposed legislation would have the effect of bringing about fur- 
ther diminution of exploitative, harmful child labor in our country. 

2. That the proposed legislation would serve, indirectly, but significantly, to 
increase the amount of public schooling received by large numbers of children 
who now, because of economic deprivation and mobility, receive little, if any, 
actual schooling. 

3. That another salutary effect of this legislation would be to strengthen 
the overall economy of our country by lifting the living standards of several 
million workers through increased wages for their labor. 

It has been estimated by various responsible groups that almost half of 
America’s 45 million wage earners today are employed at wages that are con- 
siderably lower than the legal minimum wage set by the Fair Labor Standards 
Act for certain types of employment. Since only one State in our Nation has as 
much as a $1 an hour as a statutory wage, National Child Labor Committee 
agrees that it is imperative that Federal legislation be enacted which will assure 
all workers an income sufficient to maintain a decent standard of living. 

While the proposed legislation would not extend coverage to every single wage 
earner in the country, it does offer an extension of minimum wage and maximum 
hour coverage to an estimated 914 million workers, in addition to the 25 million 
now covered by the existing laws of our country. We believe these extensions 
ean be made without in any way jeopardizing the numerous small businesses and 
family-type establishments (farms included) which exist in our land. 

In stressing our endorsement of the Morse-Kelley proposed legislation, the 
National Child Labor Committee wishes to place heavy emphasis upon the posi- 
tive potential effects of these amendments upon the welfare of certain children 
in the country. As has been previously stated, it is important to note that the 
Morse-Kelley amendments will serve to bring about a great reduction in the in- 
cidence of child labor in America for the following reasons: 

1. Under the proposed amendment, the modification of the child labor provi- 
sions of the Fair Labor Standards Act to include establishinents engaged in 
“activities affecting commerce” will make feasible the control of child employ- 
ment in many fringe establishments not now covered by the Fair Labor Stand- 
ards Act. 

2. The coverage of minors by the same provisions as those set for adults will 
discourage indiscriminate hiring of children. A wise employer will surely seek 
the most efficient worker he can get for the wages he is to pay; he will be 
unlikely to use child labor and pay adult wages for such labor. 
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3. The Morse-Kelley bills will set a 14-year minimum age for farm work and 


Y 
fe employment in certain other jobs not now covered by the Fair Labor Standards 
rices Act during the nonschool hours. This will make for uniformity in child labor 
y to regulations throughout the United States and will be an encouragement to both 
but Federal and State enforcement efforts. It it important to keep in mind that 
uals the largest single area of activity in which children are involved in exploitative 
that labor today in America is in commercialized agriculture outside school hours. It 
ould is not uncommon to find children as young as age 6 laboring long hours in har- 
Ages vesting crops during the summer months. The Morse-Kelley bills will offer an 
Ss a effective way to end such abuse. f sah 
By raising the level of income of a sizable number of families in America, it is 
and possible to reduce the economic pressures which now make it necessary for many 
age- families to put their children to work in order to supplement the family income. 
Current practice of putting children to work during school hours is prohibiting 
ern- the effectiveness of public education of several hundred thousand youngsters. 
we The Morse-Kelley amendments, by raising the wage-level of millions of America s 
ver- working citizens, will also tend to raise the educational level of their children. 
nts, This is surely a very desirable goal. 
BOR AMALGAMATED MEAT CUTTERS AND BUTCHER WORKMEN 
or Norta AMERICA, AFL-CIO, 
Natick, Mass., April 8, 1957. 
lley Hon. Joon W. McCorMAck, 
iild House Office Building, 
TO- Washington, D.C. 
R. DeAR REPRESENTATIVE McCormack: This local union, which represents over 
= 3.000 members employed in the retail store business in Massachusetts, would ap- 
. preciate your support in the drive we are making for coverage of the Fair Labor 
ur Standards Act. We know that there are two bills before the House of Repre- 
sentatives which will bring about what we desire. 
a They are H. R. 4574 and H. R. 4947, and we earnestly request your support of 
these measures. 
may May we hope for your assistance. 
Very truly yours, 
<a JosepH A. SULLIVAN, 
ral President-Business Manager. 
of THE Move. LAUNDRY, 
on- Rochester, Minn., April 8, 1957. 
rds Re: Exemption of laundries and dry cleaners in proposed amendments to the 
as “ts : 
hanes Fair Labor Standards Act 
ire Hon. AUGUSTINE B. KELLEY, 
Chairman, House Labor Standards Subcommittee, 
ge House Office Building, Washington, D. C. 
1m DEAR CONGRESSMAN KELLEY: I wish to go on record as being unalterably op- 
on posed to the various bills now pending before your subcommittee, in total or 
ns part, as typified by the Morse bill, S. 1267, amending the Fair Labor Standards 
nd Act. It is my opinion that these proposed amendments would seriously jeopar- 
dize the economic status of a substantial portion of retail and service business 
he establishments, and most specifically, the laundering and dry cleaning industry, 
si- of which I am a representative. 
en As the manager of a commercial laundry, I am constantly aware of the ever 
he increasing cost-price squeeze rendering our economic position more unstable, and 
in- pushing us nearer the precipice of business failure. It is true that the business 
I operate has a minimum wage above the $1 minimum proposed. However, it 
vi- must be remembered that the indirect ramifications of setting a nationally estab- 
in lished minimum wage have a far-reaching effect, and extend to all wages re- 
\y- gardless of their relative level compared to the standard. 
d- Laundries and cleaning establishments are businesses purely local by nature. 
We cannot compete in the labor market against the manufacturing industry. 
ill The manufacturer distributes his products nationally, wherein the product 
ek price is not controlled by local economic factors. By contrast, our industry 
Des must dispense its product, which is service, locally, and is controlled entirely 


by the local economy. 
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Labor is the largest single item of expense in the laundering and cleaning 
field, representing approximately 50 percent of our gross revenue. Compare 
this fact with the relatively low labor cost in other industries. Our industry is 
also highly unionized. Past experience has shown that wage increases in our 
industry in a given area, or a given business, are reflected all through the in- 
dustry or area. Unions, through negotiations, do not tend to equalize wage 
levels between individual businesses or areas, but rather to equalize wage in- 
creases, thereby maintaining the relative wage differentials between individual 
plants and areas. This fact creates a vicious cycle of spiraling wage costs and 
prices, rendering our econumy ever more inflationary. 


EXEMPTION OF LAUNDRIES AND Dry CLEANERS IN PROPOSED AMENDMENTS TO THI 
Fark LABOR STANDARDS AcT 


Our industry no longer foresees price resistance—we have already met it. 
Rising costs are being offset almost entirely by reduced profits and by whatever 
efficiency gains we can engender through technological advancements. Manufac- 
turers are not faced.with the ogre of their products being produced by the con- 
sumer. Service industries as a whole, and particularly the laundering industry, 
has a very real problem to face in keeping our product—service—out of the home 
and within the confines of the industry, so that we may stay in business. The 
problem is greatly stimulated by the promotional activity of the appliance in- 
dustry, which can pass its wage-cost increases on to the consumer. Easy credit is 
a big club to fight against. 

In view of the facts I have stated in this letter, I sincerely urge you and the 
members of your subcommittee to maintain the exemption of the laundering and 
dry-cleaning industry, that has been in effect since 1949, in your considerations 
of amendments to the Fair Labor Standards Act. 

RONALD W. SCHULTz, Manager. 


NATIONAL FEDERATION OF SETTLEMENTS AND NEIGHBORHOOD CENTERS, 
New York, N. Y., April 9, 1957. 
Hon. AUGUSTINE B. KELLEY, 
Chairman, House Subcommittee on Labor Standards, 
House Office Building, Washington 25, D.C. 

DEAR CONGRESSMAN KELLEY: The following statement is submitted to you for 
inclusion in the record on the Fair Labor Standards Act, and is submitted by 
Fern M. Colborn, secretary, Social Education and Action, National Federation 
of Settlements and Neighborhood Centers, 226 West 47th Street, New York 36, 
N. Y. 

The National Federation of Settlements and Neighborhood Centers is made 
up of 256 member houses, 20 local federations of settlement members and these 
are located in some 91 cities across the United States. Many of our member 
houses are located in very low income areas and are, therefore, very familiar 
with the problem of man or woman who is in the lowest wage earning group 
in our society. 

Beeause of our firsthand knowledge of the difficulties which these families 
have in trying to make ends meet, we passed a resolution at our delegate meet- 
ing which states: 

“We believe that a minimum wage, related to changes in costs of living, is the 
best way to safeguard to wage earners the opportunity to build a desirable 
standard of living. 

“Therefore, we urge Congress to support a basic minimum wage of $1.25 per 
hour with expanded coverage to include all employed persons.” 

The bills which the subcommitee currently has before it would carry out in 
part the intent of the latter part of this resolution in that it would bring more 
employers under the Fair Labor Standards Act. We urge you to do your utmost 
as a committee to bring this about. 


Respectfully submitted. 
Fern M. CoLporn, 


Secretary, Social Education and Action. 


STATEMENT OF Rurus Mock, GREENVILLE COMPRESS CO., GREENVILLE, MISss. 


My name is Rufus Mock. I live in Greenville, Washington County, Miss. 
Greenville is located on the Mississippi River, and in the Mississippi Delta, one 
of the most fruitful cotton-producing regions in the world. 
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I am manager of Greenville Compress Co., which is engaged in storing, com- 
pressing, and physically handling raw cotton in bales. Our storage capacity 
is about 100,000 bales of cotton. We receive each year about 60,000 bales of 
cotton, nearly all of it being received directly from and for account of the farmers 
who grew it. We do not buy or sell cotton. 

Except that our storage capacity is somewhat larger than the average cotton 
compress-warehouse plant, our operations at Greenville are generally typical 
of country compress-warehouse plants throughout the cotton-producing States. 
There are three other competing compress-warehouse plants in Washington 
County : 1 at Greenville, 1 at Hollandale, and 1 at Leland. There are 14 compet- 
ing compress-warehouse plants within 50 airline miles of Greenville, 9 of them 
being in towns of under 2,500 population, and 5 in towns of 2,500 or more popula- 
tion. Four of those plants in towns of under 2,500 population are especially 
competitive with my company in obtaining cotton for storage, compression, and 
physical handling services. 

In the past 5 crop years Washington County produced, respectively, 93,000 
bales, 125,000 bales, 85,000 bales, 108,000 bales and 103,000 bales. I estimate 
that the cotton grown within 50 miles of Greenville each year will run between 
800,000 and 1 million bales. 

Practically all of the cotton received at our plant for compression and storage 
is placed there by the farmer who grew it. All of the charges made for com- 
pression, storage, and other services are borne by the farmer. 

The receipt of cotton at the plant is governed by the weather during the 
harvesting season and the activities of the farmers and ginners in harvesting 
and ginning the crop. The compression and shipment of cotton are governed 
by the orders of cotton owners. Because of these factors, it is necessary to main- 
tain a crew on hand at the plant at all times, whether any cotton is actually 
received or shipped or not. For about 18 weeks in the fall and winter months 
we carry about 76 wage earners on our payroll. During the remaining 34 weeks 
of the year we carry approximately 41 wage earners. Both of those totals are 
exclusive of salaried and office employees. Our weekly hours of work, of course, 
necessarily fluctuate with the volume of cotton received and shipped. On the 
average we will work approximately 50 hours a week for the 18 weeks during 
the harvesting and ginning season, and during the remainder of the year we 
work approximately 45 hours per week. 

In my community, and in Mississippi generaily, farming is the principal occu- 
pation and cotton is the principal crop. 

Under section 13 of the act, the operations of cotton warehouse and compress- 
warehouse plants are supposed to be exempt from both the minimum wage and 
overtime requirements if they are conducted within the area of production of cot- 
ton. The catch is that the act authorizes the Labor Department to define the 
area of production of cotton and other agricultural commodities. The Secretary 
ot Labor has defined the area of production of cotton by saying that a compress- 
warehouse plant is not in the area of production if it is located in or near a 
town of 2,500 or more population or if during the last calendar month in which 
operations were conducted it received more than 5 percent of cotton receipts 
either from points more than 50 miles from the plant or from towns of 2,500 or 
greater population, or both. He made the same definition for cotton warehouse 
plants without compress machinery and for cotton gins, except that the distance 
in the case of cotton warehouse plants without compress machinery is 20 miles 
instead of 50 and in the case of cotton gins, 10 miles instead of 50. 

Greenville has a population of nearly 30,000. For that reason we cannot meet 
the population test of the Administrator’s definition, even though our county 
is one of the top 20 cotton-producing counties in the United States. In addition, 
on the average we receive between 8 and 9 percent of our cotton receipts from 
points more than 50 airline miles from the plant. This, too, prevents our op- 
eration from meeting the tests of the Secretary of Labor’s definition. 

This is a ridiculous situation. Congress clearly intended that farmers wouid 
not be forced to pay, directly or indirectly, wages arbitrarily fixed by law for 
the handling and preparing of their products for market, yet 94 percent of the 
cotton produced in the United States moves into warrehouses in cotton-producing 
States and counties which are considered as being outside the area of cotton 
production. In the cotton-growing States of Alabama, California, Georgia, New 
Mexico, North Carolina, and South Carolina, there is not a single compress- 
warehouse plant considered as being within the area of production of cotton, 
because all are located in places having 2,500 or more population. 

The last study made of the earnings of cotton warehousemen showed that 
for the 5-year period ending in 1954 cotton warehousemen, after income taxes, 
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earned less than 24% percent of the conservative value of net worth. During 
the past 2 years average earnings undoubtedly have been somewhat better, but 
it is certain that the net earnings after income taxes of cotton warehousemen 
are far below the average earnings reported for small businesses generally and 
could not compare at all with the average earnings of manufacturing concerns, 

As a result of the $1 minimum wage, cotton warehousemen in the Mississippi 
Valley States, in my judgment are going to be forced to increase their rates for 
the storing and handling of cotton by something like 25 percent. Including in- 
ereases in the costs of labor due to the statutory minimum wage, total operating 
costs of cotton warehousemen have increased more than 51 percent since 1950. 

No increase in operating costs, brought about either by an increase in the 
minimum wage or by restriction or repeal of exemptions applicable to cotton 
compressing and warehousing can be absorbed by the employers. All costs of 
our operations, including the increase in such costs, are, of necessity, passed on 
to the farmers, who are already and have been for years, pinched between rising 
farm costs and falling cotton prices. The cotton warehouse industry definitely 
eannot stand a further increase in the minimum wage or any restriction in 
existing exemptions. On the contrary, it is essential that the principal exemp- 
tion from both minimum wage and overtime, conditioned upon location within 
the area of production of cotton, be clarified so that there will be no question 
of its application to cotton warehouse and compress-warehouse operations within 
the actual area of production of cotton. One of our Mississippi Senators, Senator 
Stennis, has introduced S. 1418, which would clarify the exemption for farming 
operations and would define the area of production of cotton and other agricul- 
tural commodities as including all of each county in which the commodity is 
grown in commercial quantities, except that it would not include the city limits 
of any city of 250,000 or greater population. 

Ever since 1938 the Labor Department has demonstrated its determination 
not to make a reasonable and realistic definition of the area of production, but 
on the other hand, to use its authority to define the area of production in such 
& manner as to limit and restrict the application of exemptions to the fewest 
possible number of persons. Because of this attitude congressional action is 
long overdue. The need for passage of the Stennis bill is further emphasized 
by a recent decision of the United States Supreme Court. Every definition of 
the area of production promulgated by the Labor Department has been struck 
down many times by State and Federal trial and appellate courts. The definition 
now in effect has been condemned as unrealistic, unreasonable, and unlawful 
by Mississippi courts, including the Supreme Court of Mississippi and by the 
United States court of appeals in New Orleans. However, in a tobacco-handling 
ease, arising in Florida, the United States Supreme Court has upheld in every 
respect the Administrator’s unreasonable and unrealistic definition, denying 
the section 13 exemption to most cotton warehouse and compress-warehouse oper- 
ators who had previously received its benefits through condemnation of the 
administrative definition by State and Federal courts. 

As a result of the 75 cents minimum wage, made effective in 1950, and the 
$1 minimum wage made effective in 1956, combined with the administrative 
construction of exemptions and the Supreme Court’s upholding of the Adminis- 
trator’s definition of the area of production, the labor and salary costs of my 
company have been increased by 59.34 percent. Wages and salaries represent 
60.2 percent of our total operating costs. This situation is typical of cotton 
warehouse and compress-warehouse operations in the Mississippi Valley States 
and will compel an increase this year in our rates and charges of something like 
25 percent. This increase in costs will be borne by the cotton farmers. 

Comparable increases, of course, will be incurred in the costs of ginning cotton, 
processing cotton seed and in the costs of nearly everything the farmer buys or 
pays for. Any further increase in such costs brought about by restriction or 
repeal of any of the current exemptions or by an increase in the minimum wage, 
would likewise be passed on to the cotton farmer who is clearly in no position 
to bear such costs. The cotton farmer is already faced with the compelling ne- 
cessity of reducing his costs and the price for his cotton if he is to regain and 
retain his competitive position in world fiber markets. 

We urge that no increase be made in the minimum wage, that none of the 
eotton-handling or storing exemptions be repealed or restricted, but that on the 
contrary, such exemptions be strengthened and clarified by enactment of the 
Stennis amendment. 
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COMMUNICATIONS WORKERS OF AMERICA, 
Washington, D. C., May 17, 1957. 


Hon.AuGUSTINE B. KELLEY, 
Chairman, Subcommittee on Labor Standards, 
House Education and Labor Committee, 
House of Representatives, Washington, D. C. 

Dear Srr: We deeply appreciate the courtesy shown us by you, your commit- 
tee and staff during our recent appearance before the committee in New Orleans, 
La. 
The questions asked of us were pertinent and purposeful. And I came away 
from the hearing with the comfortable feeling of assurance that the question of 
changes to the Fair Labor Standards Act is in good hands. 


Very truly yours, 
J. CurtTIS FLETCHER, 


National Director, Non-Bell. 


MISSISSIPPI MANUFACTURERS ASSOCIATION, 
Jackson, Miss., May 21, 1957. 


Hon. Frep Hussey, 
Chief Clerk, Committee on Education and Labor, 
House of Representatives, 
House Office Building, Washington, D.C. 

Dear FreED: Please accept my genuine and sincere thanks for the splendid 
assistance and many courtesies you extended to our group and to me personally 
in connection with the New Orleans hearings. You and Mr. Regis Kelley have 
our sincere congratulations on the splendid manner in which you conducted 
the affairs of the subcommittee and the fine way you handled the arrangements. 

We were extremely well pleased with the audience the subcommittee afforded 
our forestry industry witnesses. At the same time, I believe the Congressmen 
were impressed to some extent by the presentations made. 

Mr. A. G. Curtis who acted as coordinator of the forest industry witnesses 
asked me to serve as State coordinator for Mississippi and to receive all supple- 
mentary statements for filing with you. One which reached me too late to take 
with me to New Orleans was that of the Mississippi Forestry Association. It is 
enclosed. It would be greatly appreciated if you would make certain that it 
gets in the record under the “late filing” arrangements we discussed in New 
Orleans. 

Again, I will always be grateful to you for the splendid treatment you gave us 
in New Orleans. 


Your very truly, 
JOHN E. GREGG, 


Executive Vice President. 


MISSISSIPPI MANUFACTURERS ASSOCIATION, 
Jackson, Miss., May 22, 1957. 


Mr. A. Reais KELLEY, 
Clerk, Subcommittee on Labor Standards, 
Committee on Education and Labor, 
House of Representatives, 
House Office Building, Washington, D. C. 

Dear Mr. KeEL_tey: Please accept my sincere and genuine appreciation for the 
splendid manner in which you handled the hearings of your subcommittee in 
New Orienns recently. The highly efficient manner in which you conducted the 
entire affair and dealt with me, as a representative of the small forest products 
industry from Mississippi, was very pleasing and gratifying. 

Please give me the honor of serving you in any manner when the opportunity 
presents itself. 


Very truly yours, 
JOHN FE. Greaa, 


Executive Vice President. 
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CoLEMAN E. Apter & Sons, INC., 
New Orleans, La., May 21, 1957. 
Mr. A. Reais KELLEY, 
Clerk, Subcommittee on Labor Standards, 
House Office Building, Washington, D. C. 

Dear Mr. KeLLey: I am the head of a 59-year-old retail jewelry establishment 
having about 100 employees. 

I hope you will oppose the extension of the Labor Standards Act to cover re- 
tail and service industries for the following reasons: 

Retailers’ viewpoint: A recent survey by the American National Retail Jewel- 
ers Association shows that retail jewelers during the year surveyed earned 1% 
cents on each dollar of sales after paying expenses and Federal income taxes, 
Department stores and specialty wearing apparel shops did not fare any better. 
The extension of the act will raise the cost of doing business and put a terrific 
burden on the retail industry already earning unsatisfactory returns on invested 
capital. 

Employees’ viewpoint: The retail industry at present is giving employment to 
a large number of semitrained, semiskilled marginal workers, many doing part- 
time work as packers, extra salespeople, etc. They are not worth the minimum 
of $1 per hour to the retail industry and if they receive this amount of com- 
pensation it would be disproportionate to others being employed on a full-time 
basis. These marginal employees would undoubtedly be thrown out of em- 
ployment by the extension of the act. 

Consumers’ viewpoint: Extension of the act would be extremely inflationary 
and cause consumers to pay higher prices. In the entire retail field, the food 
stores are earning the smallest return per dollar of sales. To raise their over- 
head would undoubtedly promptly push them into an operating loss which could 
only be overcome by raising prices. 

Because of the above reasons, we trust that your committee will render a re- 
port recommending that the act not be broadened to include retailers and service 
industries. 

Very truly yours, 
MILTON P. ADLER. 


Rock HI, 8. C., May 14, 1957. 
Congressman AUGUSTINE B. KELLEY, 
Chairman, Subcommittee of the House Committee on Education and Labor, 
Post Office and Courthouse Building. 

Urgently request your committee recommend retention of the 750 station 
switchboard operator exemption under the wage-hour provisions of the Fair 
Labor Standards Act. Eleven small 1-exchange telephone companies in South 
Carolina, none of which exceed 500 telephones, would be grievously affected by 
the requirement of paying higher wages to their switchboard operators than is 
being paid for other employment in their communities. Many of these switch- 
board operators are high schoo] girls working after school hours. Typical of 
the situation which would be created for these small companies is the example 
of one 95-station telephone company as follows; present local monthly revenue, 
$257, present monthly expenses for employment outside owner’s family, $150, 
remainder, $107 monthly. If required to meet minimum wages for switchboard 
operators expenses would be increased to $420 per month. To continue service 
on the present basis would require a revenue increase of approximately $270 
a month, an average of over $2.80 per telephone. A residence telephone now 
costing $2.50 would have to be raised to over $5.30, more than 100 percent in- 
crease. The owner doubts that he would be able to retain his subscribers on 
such rates. As a natural process manually operated exchanges are being con- 
verted to dial. Through this natural process over 30 independent exchanges of 
less than 750 stations have been converted to dial in South Carolina since 1946. 
It requires time to secure central office equipment, revamp lines, and change out 
telephones for conversion to dial. Removal of this exemption will precipitate 
a communications crisis for the residents and farmers of these rural commu- 
nities and could result in these small companies being forced out of business. 


FRANK §S. BARNES, Jr., 
President, South Carolina Independent Telephone Association. 
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STATEMENT OF R. E. Watson, VICE PRESIDENT, WATSON’S Icke CREAM Factory, 
INc., LAKE CHARLES, La., IN Recarp To H. R. 4575 Wirn PARTICULAR REFERENCE 
TO OUTSIDE SALESMEN 


I should like to address myself to that provision of section 9 of H. R. 4575 
which would delete the exemption now provided for in section 18 (a) 1 of the act 
for outside salesmen, 

As rewritten at the top of page 8 of the bill, the exemption would continue 
only for executive, administrative and professional employees. 

The present act conferred authority on the Administrator to define and de- 
limit by regulation the term “outside salesmen.” In 1940 the Administrator 
issued such a regulation. In it he set up the following criteria : 

That such an employee is one who is customarily and regularly engaged away 
from his employer's place of business in making sales; whose nonexempt work 
does not exceed 20 percent of the hours worked in any workweek. Such activi- 
ties as deliveries and collections incidental to his selling activities shall not be 
regarded as nonexempt work. 

Our particular interest in the ice cream industry concerns employees who are 
designated as driver salesmen, who come within the term “outside salesmen.” 

It is our belief that Congress acted wisely when the Fair Labor Standards 
law was originally enacted by providing the exemption for outside salesmen, 
for these reasons: 

1. A salesman operating away from a fixed place of business cannot follow a 
restricted schedule of hours. The number, length, and time of sales calls must 
be adapted to his customer’s convenience. Discretion to spend as much time 
making a sale or building up goodwill as the salesman deems prudent must not 
be impaired by the necessity of covering his territory by a certain hour. 

2. The lack of opportunity to supervise outside salesmen would deprive the 
employers of any real protection against overtime abuse. The employees would 
naturally tend to increase their pay checks by lengthening (rather than shorten- 
ing) hours. 

8. The commission method of compensating salesmen is fundamental to suc- 
cessful selling. It is the most effective incentive to produce sales. It is the 
method most generally employed in the ice cream industry. 

4. The outside salesman regards himself as more independent than the em- 
ployee working for a wage. His compensation is limited only by the time, 
effort, and ingenuity he is willing to devote to his business. Accordingly, he 
prefers to remain free to pursue his own selling methods at such hours as he 
sees fit. 

The present exemption has worked well. 

Employers and employees alike have come to understand the application of 
the outside salesman exemption. It has resulted in a high level of wages for 
these salesmen. There are no long hours abuses, and in general the industry 
has been able to function without undue hindrance under the existing definition. 

Abundant evidence of the workability of the existing regulation lies in the 
fact that labor thus employed have not only been satisfied with the present situa- 
tion but actually have expressed their preference for it as contrasted to a sys- 
tem under which the driver-salesmen would be compensated simply for hours 
spent on the job. 

IAICM reports that under the present situation ice cream production (which is 
an accurate index of sales) has increased from 318,088,000 in 1940 to 650,985,000 
gallons in 1956. 

In the ice cream industry almost universally compensation of driver salesmen 
is based in part on commissions on sales. The proportion of the driver sales- 
man’s income derived from commission will range from one-third to more than 
one-half. 

Because of the seasonal nature of ice cream sales and delivery requirements, it 
is traditional that most ice cream driver-salesmen work at least 6 days per week 
in summer, and either 5 days or less at this type of job in the winter months. 
Most ice cream manufacturers have more routes and more trucks during the 
summer than the winter months. Part of the slack is taken up in winter by reduc- 
ing the hours of delivery time per driver-salesman, There is no uniformity in the 

vay employers and driver-salesmen work out this adjustment, and any change 

in the present wage and hour law exemptions for driver-salesmen would affect 
almost every ice cream manufacturer’s operations, regardless of size, interstate 
commerce factors, or degree of unionization. 

To sum up—we believe that the exemption of outside salesmen should be con- 
tinned because it is justified on the basis that abuses do not exist in the ice 
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cream industry—employees are earning and receiving good wages. Whereas 
a change in the law would create confusion and tend to eliminate the incentives 
which have been beneficial to the driver-salesmen and have been in part respon- 
sible for the increased gallonage which the industry has achieved. 

In our own business we operate 7 months of the year on a basis of 4 route-days 
per week, with an average of 13 hours per working day. On other days the only 
duty is to load the truck, approximately 2 hours. In the 5 winter months we oper- 
ate on basis of 3 routes per week, with an average of 12 hours per working day, 
with 2 of the 4 remaining days to load the truck, about 2 hours time involved. It 
is known that many plants in Louisiana operate on this type schedule for driver- 
salesmen. 

Driver-salesmen are paid a base pay with commission. In winter a larger base 
pay and smaller commission is applicable, while in summer, the period of heavy 
sales, we use a reduced base pay with double the commission rate used in winter. 
Our driver-salesmen average $4,500 to $4,800 per year income. 

In the strictly ice cream plant the operation is such that there is no inside plant 
work available to driver-salesmen during the winter months. Volume of pro- 
duction and sales in winter is 50 percent or less of the summer volume, therefore 
maintenance work is done by the inside employees. Driver-salesmen must he 
maintained by the plant during the winter as available work would actually 
justify only part-time employment. By increasing the base pay in winter the 
employee’s income is maintained during the winter. 

It is estimated that driver-salesmen in Louisiana have an income of $3,200 to 
$8,000 per year, with an approximate rate of $1.40 to $3 per hour. 

Driver-salesmen prefer a long route for 1 day rather than the same route di- 
vided into 2 days, thus getting a full day off. 


STATEMENT OF HARVEY P. GRANT, JR., SECRETARY-MANAGER OF LOUISIANA DELTA 
CouNCIL, DELHI, LA. 


Mr. Chairman and members of the subcommittee, my name is Harvey P. Grant, 
Jr. Iam secretary-manager of Louisiana Delta Council domiciled in Delhi, La. I 
should like to file the following statement for inclusion in the record of hearings 
with regard to proposed amendments to the Fair Labor Standards Act: 

Louisiana Delta Council is a nonprofit organization representing the economic 
and civic interests of 10 northeast Louisiana parishes. Since the income of our 
area is principally derived from agricultural sources, primarily cotton, we are 
vitally concerned over the farmer’s welfare. 

Our organization vigorously opposes the proposed extension of minimum wage 
rates to agriculture. We contend that the provisions of the present law grant- 
ing exemptions to the handlers and first processors of agricultural commodities 
located within the “area of production” should be strengthened. 

The Nation’s economy is generally prosperous. Personal incomes are at a 
record peak. Take-home pay and buying power of factory workers are at an 
all-time high. 

In the last 10 years farm costs are up 19 percent, farm prices down 15 percent 
and net income for farm operators down 52 percent. 

The Department of Agriculture recently reported some depressing results of 
its study of the realized return to all farm labor and capital. Although it de- 
ducted an unreasonable low interest rate on the current value of farm real 
estate and on farm inventory values and an allowance for working capital, the 
returns to farmers for their labor in 1956 came to only 70 cents an hour, down 
from 98 cents in 1947. And it is far below hourly returns in other businesses— 
$1.98 in manufacturing, $2.79 for building and construction, $1.86 for telephone 
business, and $1.57 in retail trade. 

And while farm income has been going down—from $17.2 billion in 1947 to 
$14.3 billion in 1952 to $11.9 billion in 1956—corporate profits have continued to 
go up. In 1947 corporate profits before taxes were $29.5 billion; in 1952 they 
were $35.9 billion ; and in 1956 they were $43.4 billion. 

Our farmers’ economic dilemma consists primarily of the fact that since the 
war, and particularly since 1952, profits, wages, and dividends have been going 
up while farm income has been going down. If that trend continues it can only 
mean catastrophe for us all. 

Out of the farmer’s income he must also meet his personal nonbusiness obliga- 
tions just as the wage earner must meet his personal obligations out of his gross 
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income. However, there is this important difference. The residual income of 
the farmer must also cover generally the cost of borrowed capital used by him 
in the farming operation. The capital required to engage in commercial farm- 
ing—even on a family basis—has been rising and is very substantial. Further, 
his income must cover the risks he takes in operating his farm business. 

However we analyze the income data, it is very clear that farmers have not 
been sharing adequately the great prosperity of recent years. To the contrary, 
they have been suffering a serious cost-price squeeze which has kept their in- 
comes low. 

Referring to this fact, President Eisenhower in his state of the Union message 
of January 1956 said: “Our farm people are not sharing as they should in the 
general prosperity. They alone of all major groups have seen their incomes de- 
cline rather than rise. They are caught between two millstones—rising produc- 
tion costs and declining prices. Such harm to a part of the national economy 
so vitally important to everyone is of great concern to us all.” 

High costs will continue to pinch farmers in 1957. The broad advance in prices 
of most things farmers buy is continuing. Also higher are interest, taxes, farm 
wage rates, and depreciation charges on farmers’ capital equipment. These 
“overhead” expenses will not be reduced by the fact fewer acres are being farmed 
in 1957. Consequently, the total farm production expense in 1957 probably will 
be higher than in 1956. 

The price of steel will be raised sharply in July, according to steel_industry 
spokesmen. The boost will be larger than most experts have been figuring; it 
could come near or even top last year’s rise of $8.50 a ton. This will be the 11th 
annual price increase in steel since World War II and it could be the biggest of 
the entire period. It will be tied directly to the 19 to 20 cents an hour wage 
hikes that steelworkers will get automatically July 1 under the 3-year master 
contract signed in mid-1956. This price rise will be felt at once throughout our 
entire economy—for it will raise the costs of producing automobiles and trucks, 
farm equipment and appliances, building houses and constructing roads, turning 
out the thousands of other major and minor items consuming steel. 

To President Eisenhower's plea for restraint on wage and price boosts, you 
have the above answer. It is only too apparent that the cost-price squeeze on 
the farmer is going to tighten even more. 

Secretary of Agriculture Ezra Taft Benson March 25, 1957, filed with the 
Interstate Commerce Commission a verified statement in opposition to recent 
railroad petitions for further increases in freight rates, with respect to agricul- 
tural commodities and farm-production supplies. 

Railroads had petitioned the ICC for a general increase of 22 percent in eastern 
and western territories, and for a general increase of 15 percent in the southern 
territory—inecluding interim increases of 5 to 7 percent already granted, 

Secretary Benson called attention to the 14 general increases in freight rates 
since the end of World War II, as contrasted with the long decline in agricultural 
prices and farmers’ incomes. Freight rates for agricultural products now are 
S83 percent higher than in 1946, and freight rates for animals and products are 
104 percent higher, whereas prices received by farmers recently have averaged 
t percent below the 1946 level. 

Secretary Benson said that higher marketing costs, including higher freight 
rates, have been one of the important reasons for the drop in farmers’ incomes. 

“It is generally recognized,” he said, “that American agriculture faces a very 
difficult situation. Any further increases in freight rates or other marketing 
costs at the present time would make the problem even more serious.” 

In opposing proposed extension of minimum wage rates to agriculture, we feel 
that it would hit hardest the smaller farmers and unskilled laborers. Since 
agricultural wages are the lowest in the Cotton Belt, it would result in heavily 
penalizing cotton-producing areas which are not adapted to mechanization. Dis- 
placement of labor would necessarily increase as rapidly as possible. 

Another effect on farmers of raising the minimum wage would be either that 
farm prices would have to be higher to absorb the added costs or else the farmer 
would have to absorb them—which is what would happen. 

Raising farm prices, in the case of cotton, is now obviously impossible as this 
would price our product out of the market due to intense competition from syn- 
thetics and foreign production. 

Therefore, these proposed increased costs, borne only by the farmer, would 
accelerate his retreat toward defeat and inevitable bankruptcy. 

We should further like to stress the urgent need of legislation broadening the 
definition of “area of production.” At the time the original Fair Labor Stand- 
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ards Act was enacted by the Congress in 1938 and when it was subsequently 
amended in 1949, the Congress recognized the wage differentials which existed 
in agriculture and industry. Farmers were, therefore, specifically exempted from 
the minimum wage and hour legislation. 

Further, exemptions were clearly provided for handlers and first processors of 
agricultural commodities whose establishments were located in the areas where 
the commodities were produced. 

Subsequently new technological advances have occurred and new methods of 
farming and processing have evolved. These have not been exempted by the 
Labor Department because they are specifically covered in the amended Fair 
Labor Standards Act. We charge that the Labor Department by administrative 
rulings has so narrowly interpreted the definition of ‘area of production,” in the 
case of cotton, that its exemptions are practically meaningless. 

We urge that “area of production” be redefined as a county in which the 
crop under consideration is produced comercially. If ceilings on community pop 
ulation must be included, we urge that they be set at 250,000. Present rulings, 
which make operators of cotton gins ineligible for exemptions because ginds are 
located within mile of a village of 2,500, are contrary to the intent of the law. 

In asking for a change in the law to clarify “area of production’ and exempt 
from coverage the first processors and handlers of cotton and other farm com- 
modities, we support the language of S. 1418 introduced by Senator John C. 
Stennis (Democrat, Mississippi) on February 27, 1957. 

We thank you for this opportunity to outline our position on the proposed 
legislation and appreciate your consideration. 


PORTAGEVILLE, Mo., 
May 18, 1957. 
Hon, AUGUSTINE B, KELLey, 
Chairman, Subcommittee on Labor Standards, 
Courthouse Building, 
New Orleans, La. 


Respectfully request following to be read into record of hearings: 

Agriculture already bears brunt of minimum wage law. No way for farmer 
to pass on increased costs of things he must buy, and increased processing and 
handling charges. Farm operators rapidly approaching point where they will 
be unable to obtain either the labor or financial backing to operate their farms. 
Farmer has already lost control of volume and price, and only by constant in- 
crease in efficiency and consequent reduction of unit cost, has he retained his 
present semisolvent condition. Strongly oppose any move to extend the mini- 
mum wage to farm labor and initial processors of farm commodities. Urge 
broader definition of “area of production” to mean any county where farm com- 
modities are grown in commercial quantities. Present definition results in 
higher charges against individual cotton producer for ginning and processing 
and discriminates against cotton ginners who operate outside designated areas 
even though conditions are identical with competition within areas of production. 


Rocer FF. RHODEs, 
President, Missouri Cotton Producers Association 


STATEMENT OF PLAINS Corron GROWERS, INc. 


My name is George W. Pfeiffenberger. I am executive vice-president of the 
Plains Cotton Growers, Inc., an organization with headquarters in Lubbock, 
Tex., and representing approximately 25,000 farmers in 23 counties in the 18th 
and 19 Congressional Districts in west Texas. 

We oppose the extension of minimum wages and hours to farm labor and 
to first processing of agricultural products. Such extension would work a seri- 
ous hardship on the agricultural economy which is already staggering under 
greatly increased costs and decreasing income. While the Nation’s economy 
is generally prosperous in business and industry the opposite is true in agricul- 
ture. Take-home pay and purchasing power of industrial workers is at an all- 
time high, whereas that of farmers is in the opposite direction. To further 
aggravate this situation would be a serious blow to agriculture, and would re- 
sult in further reducing the economic status of the farmer. 
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Competition from synthetic fibers and foreign growth cottons is very serious 
and pressures are being constantly made to reduce the price of cotton to meet 
this competition. Farmers are striving to increase efficiency and reduce costs 
to do their part in solving these problems. The addition of unreasonable labor 
costs to their operation makes this task infinitely more difficult, if not impossible. 

Elimination of exemptions for first processors would work a double hardship 
on the farmers since there is no place for the first processor to pass on the added 
cost except to the farmer, who would have to absorb both increases, his own 
labor and that of the processor. 

We also oppose the present definition of the area of production since it is 
based on an unrealistic concept. For example a cotton gin located within a town, 
and one just a few miles outside the town are classified respectively as outside 
the area production and within the area of production. In the first case the 
ginner must pay the minimum wage rates since he is in the town and the ginner 
outside is not required to do so. This creates an inequitable local competitive 
situation and is unfair to both parties. The city ginner must pay the higher rates 
and the country ginner is unable to get labor because of the higher gin labor rates 
in the city, which defeats the very purpose of the distinction, and again throws 
more cost down to the farmer. 

Our organization strongly recommends the passage of Stennis bill, 8. 1418, be- 
cause we believe it gives a reasonable definition of agriculture and processing, 
as well as a clearer and more equitable definition of area of production. 

The Plains Cotton Growers, Inc., wishes to endorse the testimony given your 
subcommittee by the following persons : 

1. Mr. Banks Young, National Cotton Council, March 14, 1957. 

2. Mr. John Todd, National Cotton Compress & Cotton Warehouse Association, 
March 6, 1957. 

3. Mr. Ed Bush, Texas Cotton Ginners Association, May 15, 1957. 

We have read and studied the briefs and testimony given by these organiza- 
tions and agree 100 percent with the data they have quoted, and with the state- 
ments and conclusions they have made. We do not think it necessary to repeat 
these detailed data in this brief. 

We appreciate the opportunity to present this brief in opposition to the exten- 
sion ‘ef minimum wage and hour regulations in the agricultural field and in the 
first processing field, and also in support of the Stennis bill, S. 1418. 


MISSISSIPPI FORESTRY ASSOCIATION, 
Jackson, Miss., May 8, 1957. 


STATEMENT OF THE MISSISSIPPI FORESTRY ASSOCIATION ON BEHALF OF TREE 
FARMERS AND OTHER MISSISSIPPI LANDOWNERS OF MISSISSIPPI IN OPPOSITION 
TO THE REMOVAL OF THE 12-MAN EXEMPTION UNDER THE WAGE AND Hour LAW 


CHAIRMAN, House EpUCATION AND LABOR SUBCOMMITTEE ON LABOR STANDARDS: 


We are grateful for the privilege of submitting this brief statement to the 
subcommittee to record our opposition to the proposed change in the present law 
and to express our concern over the peril which this proposed change would bring 
about in the marketing and timberland management of tree farmers and other 
small landowners. 

The hazards this change would generate are deeply disturbing. Practically 
all of the timber sales made from farmer-owned lands in Mississippi are through 
small producers employing part time farm labor, or by landowners cutting their 
own timber using some hired farm labor. It is our confirmed opinion that many 
of these operations would cease, farmers would lose this labor income as they 
would not be able to keep proper records which would result in the buyers not 
accepting their timber when delivered to the market place. 

We look at this proposed change as practical businessmen, not radical good- 
willers or economic theorists who are striving to help someone at the expense of 
others. The farming class of people and small-business men are now confronted 
with regulations, regimentation, rules and requirements creating confusion be- 
yond their abilities to cope with the changing problems arising out of this bewil- 
dering future in which they are expected to eke out a decent living for 
themselves, 
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We consider it one of the basic rights of freedom of an individual to be able 
to sell his products in the market place without prejudice or question as to who 
grew, harvested, or carted it in, regardless as to the time or overtime or the scale 
of wages paid, so long as the labor was free from servitude. 

We respectfully submit these thoughts in defense of the rights of small land- 
owners of Mississippi who own some 74 percent of the forestlands of the State. 

MISSISSIPPI FORESTRY ASSOCIATION, 
Frank B. Pirtman, Herecutive Secretary. 


NEW ORLEANS, LA., May 16, 1597. 
Re fair labor standards—exemption of retail or service establishments 
Hon. A. B. KELLEY, 
Chairman, House Subcommittee on Labor, Washington, D. C. 

DEAR Mr. KELLEY: This letter is written to you on behalf of the small-business 
men in the State of Louisiana who operate drugstores. The undersigned are 
owners of neighborhood drugstores, including Peter L. Grossimon, the president 
of the Louisiana State Pharmaceutical Association. The members of this associ- 
ation consist primarily of pharmacists who own and operate their stores in vari- 
ous parts of Louisiana. 

We are vitally interested in preserving the present exemption for retail or 
service establishments, and we strongly oppose any amendments to the present 
law which would result in making our stores subject to the wage, hour, and rec- 
ord keeping provisions of the law. In support of our position, we respectfully 
request that your subcommittee consider the following: 

(1) We operate very small businesses, and devote long hours to our work as 
pharmacists. We are not engaged in interstate commerce, nor are we produc- 
ing goods for interstate commerce. Our sales are made at retail, and virtually 
all sales are made to people living in our neighborhoods. Consequently, it would 
require an unreasonable extension of the Federal Law for Congress tou regulate 
and control our business which is almost exclusively intrastate. 

(2) We are small-business men operating on a very limited net margin of 
profit; and many of the small neighborhood stores are having considerable diffi- 
culty in doing sufficient business to continue operations, particularly in the face 
of the increasing competition at cut-rate prices from supermarkets. The re- 
moval of our exemption would materially increase our costs and would un- 
doubtedly force many of us out of business. 

(3) We employ many part-time workers, such as young boys and girls who 
are still attending school. This includes delivery boys and fountain personnel; 
and the removal of our exemption would undoubtedly” force us to discontinue 
employing many of these young people, with the result that they would lose job 
opportunities which are now beneficial and profitable to them. 

(4) If we are forced to increase the wages which are presently paid to our 
employees and we are able to retain the personnel we now have, the prices to 
customers will necessarily have to be increased in order to stay in business. 

(5) If it becomes necessary to increase to $1 per hour the minimum wages 
paid our employees, such as delivery boys and fountain personnel, a spiral of 
increases will be forced upon us in order to retain our other employees, such 
as drug clerks, cashiers, etc. Our margin of profit is not sufficient to permit us to 
withstand a spiral of increases of this kind. 

(6) An increase in the minimum wages and a shortening of the hours worked 
will force us to eliminate a number of the fringe benefits which we are now able 
to provide for our employees. 

(7) The average owner of a drugstore is now overwhelmed with paperwork, 
and puts in many hours after his store is closed in working on his accounts. If 
our exemption is removed, the additional burden of keeping records to satisfy 
the requirements of the Federal law will be oppressive. Few, if any, of the 
small operators will be able to afford bookkeepers to keep the required records. 

Accordingly, we urgently request that the exemption covering retail or service 
establishments be preserved. 

Respectfully yours, 
LOUISIANA STATE PHARMACEUTICAL ASSOCIATION, 
By Perer L. Grosstmon, President 
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ARTHUR BroWN & SONS, 
Decatur, Ala., May 22, 1957. 


Mr. A. Reais KELLEY, 
Clerk, Subcommittee on Labor Standards, 
House Office Building, Washington, D.C. 

Dear Mr. Ketiey: Thank you for your letter of May 8, asking me to give 
opinion on the proposed changes in the Fair Labor Standards Act, 

I am in business with my two sons, buying and selling pulpwood. Although 
we operate several yards, our business is small. I have been in the pulpwood and 
lumber!‘trade for many years, and the main interest this business has for me 
and my sons is in being independent. We have dealt with several large com- 
panies, but we have always run our own business. 

Our concern over the proposed amendments is on two points: (1) elimination 
of the 12-man exemption; and (2), the meaning of the word “employee.” 

I think that the pulpwood business in the South would be ruined for the small 
operators if the 12-man exemption is repealed. We could not continue buying 
from our present sources, because we could not be sure that the producers had 
complied with the Jaw. The only way to comply in the pulpwood production 
business is to be large enough to have supervision and bookkeepers. This a small 
operator cannot afford. 

1 also think that the Fair Labor Standards Act should say just what an em- 
ployee is, so that a pulpwood producer and dealers he sells to can tell what 
their obligations are, without having to go to a lawyer. 

I will appreciate you entering this statement in the subcommittee records. 

Yours very truly, 
ARTHUR Brown. 


STATEMENT OF THE NATIONAL BUSINESS MEN’S COUNCIL OF AMERICANS FOR 
DEMOCRATIC ACTION 


When the Fair Labor Standards Act first became part of our national life 
two decades ago it was recognized as an important contribution to continued 
economic expansion, industrial growth and social progress in the United States. 
In order to conform with the new minimum wage and labor standards at that 
time, two decades ago, adjustments were necessary in many of the industries 
covered by the act. These adjustments were made during a brutal economic 
depression and they were effected without material hardship or dislocation. 
An examination of these industries today reveals continuing health and continu- 
ing prosperity. The wage-and-hour provisions have become part and parcel of 
our economy and the minimum standards have created an atmosphere in which 
employees are able to provide better services and more efficient work in the cov- 
ered industries. 

The result of exemptions from the act has been not alone the substandard con- 
ditions which still exist in many industries, but also, more significantly, the fact 
that many industries exempt from the act have failed to keep pace with the rapid 
growth and expansion of our economy during the past 20 years. The concept of 
decent minimum wages and maximum hours can no longer be seriously debated. 
Nevertheless, some 20 million workers are still employed in industries exempt 
from the wage-and-hour provisions of the act. These employees work in retail 
stores, in restaurants and hotels. Some are employed as farm laborers, primarily 
in the Midwest, the Southwest and the Far West; these are not small, family- 
sized farms but huge agricultural enterprises no less significant in our economy 
than our industrial factories. Others work in the huge dry-cleaning and laun- 
dry industries. The white-collar werker in scores of diverse industries through 
out the Nation is also receiving substandard wages—wages which cannot provide 
a family with even the essentials of a decent life during a period of high prosperity 
and continually rising prices. 

United States business and industry has largely surpassed the statutory mini- 
mums, but the millions of American wage earners who do not receive the protec 
tion of the Federal law have been subject to a gross injustice. 

In 1988, when the legislation was first enacted, the exclusions were entirely 
expedient in nature; it was never intended that the exclusions should continue, 
in perpetuity, to afford protective standards to some workers while enforcing 
substandard conditions on others by statutory omission. What may have rep 
resented a practical approach in 1938 has become improper discrimination and 
a millstone on our economy in 1957. Part of the load of this drag weight is 
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borne by the workers who are excluded. But much of the economic burden is 
earried by every American in taxes for welfare, hospitals, and the corrective in- 
stitutions necessitated by want, privation, indigence or depressed living stand- 
ards and crime. 

The Morse-Kelley bills (S. 1267 and H. R. 4575) would substantially remove the 
inequity which exists in the coverage of the Fair Labor Standards Act. The 
result of amending and redefining present law would be to provide a better stand- 
ard of living for the 914 million workers who would be included within the scope 
of the act. We would see a significant reduction in the public welfare bills in 
cities and towns throughout our Nation where excluded wage earners are labor- 
ing in exempt business, industries and farms. Small businesses will benefit by 
the increased purchasing power of their customers and, as we have witnesesd in 
the past, the productivity of newly covered wage earners will increase materially 
in those industries which are today substandard. These workers will join the 
continuing growth and expansion of a strong American economy. 

The Fair Labor Standards Act as it is presently written guarantees to some 
20 million workers the basic minimum wages and hours. This same act, because 
of its omissions, perpetuates human misery and encourages the protracted dis- 
tress of intolerable economic conditions for millions of other American citizens 
who are employed in excluded enterprises. Such discrimination is not, and has 
never been, the purpose of the Congress in enacting the legislation. The dispirit- 
ing brake on the economic expansion of our Nation would be effectively removed 
by the pending legislation. 

Dire consequences and cataclysmic upheavals have been predicted by opponents 
of the Morse-Kelley bills. Similiar predications have impeded progress when- 
ever change has been discussed, but the testimony of history demonstrates that 
prosperity and not calamity has been the fortune of each group in our economy 
that has been brought under the provisions of fair labor standards. 

As businessmen, we have had experience with fair labor standards for a 
sufficient period to recognize that such standards are beneficial to our employees ; 
but we recognize also that the net result of decent wages and working conditions 
has been a vital factor in the prosperity of our Nation. As businessmen, we 
regard extended coverage as economic progress for the entire Nation; economic 
progress has never destroyed business or weakened it—it has strengthened and 
vitalized our own contribution to the national economic growth. 


ALAMOGORDO CHAMBER OF COMMERCE, 
April 15, 1957. 
Hon. Joe M. Montoya, 
House of Representatives, 
Washington, D.C. 


DEAR REPRESENTATIVE MONTOYA: We urgently request that you use your in- 
fluence to keep the 19-year-old, retail exemption to the Federal wage and hour 
law, because— 

(1) Application of minimum-wage laws to larger stores would require small 
retailers competing for the same type of labor to meet Federal rates. This is 
eontrary to the long-established pattern of permitting local conditions to control 
wage rates in this essentially local industry. 

(2). Unemployment will increase for those least able to find employment as 
retailers will be forced to tighten up marginal areas of operation. 

(3) The consumer will be called upon to pay higher prices, thus adding to 
the current inflationary pressures. 

(4) Federal regulation will mean burdensome recordkeeping, annoying in- 
spections, and added overhead cost to retailers. 

Respectfully, 
Cecil Rinehart, 308 Ninth Street, Alamo Office, Machine & Fquip- 
ment; C. A. Miller, 906 New York, Miller’s: A. A. Walsh, 810 
10th Street, The State Furniture Distributor; Frank Carn, 1809 
10th Street, Hendricks Realty Co.; Lillian Bagwell, i106 10th 
Street, Sun Dial; Patricia B. Olmsted, 1009 10th Street, Fashion 
Fabries; Gene Lansing, 204 10th Street, life insurance: George 
Worley, Postoffice Box 1281, Worley’s Fine Jewelry; Ralph M. 
Garner, 928 New York, the Shoe Mart; Richard R. Garner, 910 
New York, the Men’s Store; N. N. McCrory, Alamo Haberdasher 
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Co.; Lil Cozby, 401 Penn Street, Alamo Ice Co.; Joe B. Cozley, 
400 Penn, Alamo Directory Service; Ray Dean, 912 New York, 
CPS Co.; R. Schien, 511 Lendal Vista, Apache Van & Storage 
Inc.; O. B. Caudill, 2103 Castle Drive, Holloman AFB; Mayor 
Proper, Box 268, radio station KALG; Tom Faulkner, Box 448, 
Otero Realty Co.; J. Marion Bell, Box 787, chamber of commerce ; 
Sprouse Reitz, 901 New York, five and ten; E. A. Janis, Ninth 
and Pennsylvania, Stanley’s; Opal Hagner, 925 New York, 
Homex; Frank A. Smith, 919 New York, Stevenson’s Hardware 
& Furniture; Sorenson Jewelry Store, 911 New York, C. R. Soren- 
son; Nemers Abrams, 10th and New York, Nemers’ Fashions; 

—— Building, Inc., 310 10th Street, B. A. V en 
Harold Wzeisler, 907 Delaware, the Spudnut Shop; Pete D. Hen- 
derson, 1414 Hawain, Henderson’s; Jerold F. Yates, 918 New 
York Avenue, the Ink Well; R. R. Othik, 908 New York, Rocket 
Shoe Store; A. L. Anderson, 902 New York, the Fair; Conley N. 
Chappell’s, 1013 New York, Chappell’s; K. C. Garland, 901-903 
New York Avenue, Krouse-Reitz Co., Inc. 











APRIL 18, 1957. 
Hon. AUGUSTINE B. KELLEY, 
Chairman, Subcommittee on Labor Standards, House Committee on Edu- 
cation and Labor, House Office Building, Washington, D. C. 


DEAR Mr. CHAIRMAN: We respectfully submit herewith my statement con- 
cerning proposed amendments to the Fair Labor Standards Act and request 
that it be filed and incorporated in the record of your hearings. 

As you may be aware, our original plans called for a personal appearance 
by our vice president and secretary, Roland H. Rowe, on April 18, 1957. But 
Mr. Rowe was taken ill and is still recuperating. 

In the circumstances, therefore, I understand it will be agreeable for you to 
receive this statement for your record. 

Respectfully, 
Harotp O. SMITH, Jr., 
Executive Vice President. 





STATEMENT OF HAroLp O. SMITH, JR., EXECUTIVE VICE PRESIDENT, UNITED STATES 
WHOLESALE GrocERS’ ASSOCIATION 


My name is Harold O. Smith, Jr. I am executive vice president of the 
United States Wholesale Grocers’ Association, a national trade organization of 
independent wholesale food and grocery distributors, with headquarters in Wash- 
ington, D. C. 

We would like to enter vigorous objection to proposals— 

1. To eliminate the exemption of outside salesmen from the minimum-wage 
and maximum-hour provisions of the Fair Labor Standards Act. 

2. To eliminate the exemption of motor carrier employees from the overtime 
pay provision. 

3. To extend the coverage of the act to activity affecting interstate commerce. 


EXEMPTION FOR OUTSIDE SALESMEN 


We urge that the exemption for outside salesmen be retained in the act. In 
the wholesale grocery business, the outside salesman is on his own so far as 
hours per day and days per week are concerned. 

He is paid for results and not on the basis of time spent in achieving those 
results. 

A survey made by our association covering salesmen’s compensation in 1952 
showed that there were 39 different ways in which wholesale grocer salesmen 
were paid. 

Chiefly they were salary, commission, profit sharing and various combinations 
of those methods and of other factors, including quotas, bad debts, collections, 
delivery cost, travel cost or age of accounts. 

None of these 39 methods had any reference or application to days or hours 
worked. 

We do not see how a 40-hour week and overtime hours can be superimposed on 
such a variety of payment methods or on the varied work of salesmen or on their 
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exercise of initiative, without greatly lessening their effectiveness and progress 
of their firms. 

The wholesale grocer salesman is becoming less and less an order taker and 
more and more a merchandising counselor to his retailer customer, giving the re- 
tailer advice on modern store operation, equipment, advertising, and plans for 
in-store promotion of sales to consumers. 

Such activity both builds volume for the salesman and assures its continuity. 
We do not believe that this and the other work of the salesman can be fitted into 
the pattern of the 40-hour week. To do so we think could be a bar to the con- 
tinued success of the salesman and of his firm, in the highly competitive condi- 
tions of modern food distribution. 

An excellent summary of the need for this exemption is given in the following 
quotation from the opinion of the United States Court of Appeals for the 10th 
Circuit in Jewel Tea Co. v. Williams, et al., (118 F. (2d) 202, 207), a case under 
the Fair Labor Standards Act: 

“The reasons for excluding an outside salesman are fairly apparent. Such 
salesman, to a great extent, works individually. There are no restrictions re- 
specting the time he shall work and he can earn as much or as little, within the 
range of his ability, as his ambition dictates. In lieu of overtime, he ordinarily 
receives commissions as extra compensation. He works away from his em- 
ployer’s place of business, is not subject to the personal supervision of his 
employer, and his employer has no way of knowing the number of hours he works 
per day. To apply hourly standards primarily devised for an employee on a 
fixed hourly wage is incompatible with the individual character of the work of 
an outside salesman.” 


OVERTIME EXEMPTION FOR MOTOR CARRIER EMPLOYEES 


We urge that the exemption from overtime pay for truck drivers and related 
employees be retained in the act. Drivers and their helpers are the most impor- 
tant of such motor employees to the business of the wholesale grocer. 

While the driver and his helper are performing their duties, they, like the out- 
side salesman, are away from their employer's place of business. 

Delivery drivers employed by wholesale grocers are engaged in what has been 
ealled multiple-stop, diminishing-load operations, which would be especially hard 
to regulate as to time, and many of such drivers operate only locally so that they 
do not keep any logs. The keeping of a driver’s log, incidentally, is a very great 
burden and one that would be almost impossible to enforce in local distribution. 

We think the elimination of this exemption would raise serious operating 
problems by wholesale grocers affected—would render them less able to effect 
economies in their trucking operations. 


INCREASING GENERAL COVERAGE 


We oppose attempts to extend the coverage of the act to activity affecting 
interstate commerce. 

Employers would not likely know whether they are covered by the act or not, 
would not know the act applied to them until after complaint and legal deter- 
mination which could subject them to ruinous back-wage liabilities. 

We see no good reason to put essentially intrastate business in such confusion 
and such jeopardy, or to attempt to place local businesses under such Federal 


controls. 
SUGGESTIONS FOR GUARANTEED ANNUAL WAGE 


Since economic security, or a guaranteed annual wage is one of the primary 
objectives of workers today, we urge that Congress make amendment to the Fair 
Labor Standards Act which will, with due safeguards against abuses, exempt 
from the overtime provisions of the act, those employees who have a contract 
with their employer for a guaranteed annual wage. 


STATEMENT OF CHESTER C. THOMPSON, PRESIDENT, THE AMERICAN WATERWAYS 
OPERATORS, INC., WASHINGTON, D. C. 


My name is Chester C. Thompson. I am president of the American Waterways 
Operators, Inc., a national association of domestic water carriers and operators 
serving the inland rivers, intracoastal canals and waterways, the bays, sounds, 
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and harbors of the United States. The association maintains its principal office 
at 1025 Connecticut Avenue NW., Washington, D.C. The members of the associ- 
ation constitute a substantial and important factor in the national transportation 
system and, as such, are an important element in the national-defense program. 

“It has been my privilege to appear before committees of both the Senate and 
the House in several previous Congresses when similar legislation to amend the 
Fair Labor Standards Act of 1938 was under consideration. As a matter of fact, 
the issue presented in bills introduced in this Congress—as to whether seamen 
should be included in the Fair Labor Standards Act—has been before the Con- 
gress frequently since enactment of the original statute in 1988, and every Con- 
gress that has considered this question has decided not to include seamen or ves- 
sel employees under this act. It is hoped that this committee and, in turn, 
this Congress, will give due consideration to the sound reasoning why these em- 
ployees have never been covered under the Fair Labor Standards Act, why they 
should not now or in the future be covered, and follow the precedent established 
by retaining exemption of such employees in the act. 

The members of this association are definitely opposed to the provisions of any 
of the bills introduced in this session of the Congress which, if enacted into law, 
will make all vessel employees on the inland rivers and waterways, including 
bays, sounds, and harbors, subject to the Fair Labor Standards Act of 1938. 
Basically, it is believed that—as is the case in many general statutes which, of 
necessity, must be written to fit industry generally in the United States—the 
provisions of these bills are not adaptable to the factual operating problems 
confronting the inland-vessel industry. I feel that I can demonstrate to the 
committee these practical difficulties. 

Further, it is axiomatic that the Congress not enact legislation without a pur- 
pose and, I believe, I can show that there would be no purpose served by includ- 
ing seamen under the coverage of the Inir Labor Standards Act of 1938, as 
amended. 

First, permit me to review, for the benefit of the committee, the functional 
aspects of inland-waterways transportation and the operating problems involved, 
many of which would be further complicated by including vessel employees in 
the Fair Labor Standards Act of 1938. 

By and large, the vessels operated by members of this association on the waters 
heretofore referred to are relatively small and, therefore, are limited in their 
carrying capacity insofar as vessel personnel is concerned. Furthermore, oper- 
ating conditions are variable within the industry. For example, many operators 
perform docking and undocking services; that is, they berth and assist in the 
departure of the great ocean liners and big cargo ships and tankers that ply 
our harbors. These harbor operators generally dispatch and crew their vessels 
in such manner that they return to their base at the end of a working day, and new 
crews take over if the vessel is needed for further service. Other operators are 
strictly in the towing business. Here you find the problem of integrating opera- 
tions involving tows of a few hours’ duration, or a few days’ duration, with those 
that require weeks to complete, such as a through movement from Brownsville, 
Tex., to the reaches of the upper Mississippi and Ohio Rivers. 

From an operational standpoint, it should be kept in mind that the industry, 
by and large, is Classified as ‘small business” and has been so treated by numer- 
ous agencies of the Federal Government. The majority of the companies are 
family owned, generally growing out of some ancestor’s personal operation of 
an oldtime tugboat. As such, they are not in a posittion to assume unnecessary 
burdens—even administrative burdens—that would be incurred by their inclu 
sion in the present bills, regardless of the substantive provisions having to do 
with minimum wages and overtime. 

Along these same lines, I wish to call attention to the fact that this privately 
financed industry has made great forward strides in providing needed transpor- 
tation services, beginning with World War IT to the present day, and, if not 
impeded, is prepared to go much further in adding services which are vital to 
our economy, both in peacetime and in case of a national emergency. Practically 
the entire industry is now dieselized, either through repowering of old vessels 
or the construction of new, modern vessels. An adequate fleet of all-steel barges, 
for general purposes and for many specialized purposes, has been built and is 
being expanded constantly. I do not know of any instance where this has been 
done with Government aid, although the Government has benefited directly from 
this free American enterprise. These are all factors that should be kept in mind 
in connection with the issue here presented. 
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Finally, it should be emphasized that transportation in the United Stateg ig 
highly competitive, one form as against the other; that is, the rails versus the 
water carriers versus the trucklines. The infant of these, of course, is the inland- 
waterways industry, as it is known today. It is the one that is struggling; it 
-annot carry any extra load, resulting from legislation or otherwise. 

Despite all of that, however, this industry has kept pace and, in most instances, 
outdistanced American business generally in tmprovement of conditions for its 
personnel. The vessels referred to provide small but excellent accommodations 
for the crew, and they are provisioned in such a way as to supply food far above 
the standard. Last, but not least, these personnel have been given increases 
since the time of the War Labor Board far in excess of industry generally, so 
that today vessel employees in this industry are relatively higher paid than in 
other industries, all factors considered. 

Masters and pilots, chief engineers and assistants on inland vessels today earn 
an average of about $1,000 per month. The unskilled labor—that is, the mess 
boys or mess girls who actually are waiters or waitresses, kitchen helpers, and 
unskilled deckhands—earn on the average more than $800 per month. In addi- 
tion, these employees are all furnished food, lodging, and full subsistence, as well 
as substantial other benefits in addition to their base pay. At present, the average 
cost of providing subsistence is at least $3 per day per employee, and it continues 
to increase. 

Some criticism has been addressed concerning the alleged long hours worked 
by employees on the vessels. Such criticism comes from those unfamiliar with 
the working conditions on such vessels. Due to the limited space available 
on these small vessels only two crews can be carried. They work what is known 
as a square watch, that is, 6 hours on duty and 6 hours off, or 12 hours per day, 


7 days per week. However, most of the employees on the vessels—even during 
this 12-hour “work period’—are not working in the sense that a factory em- 
ployee is working. Except for those actually operating the boat, most vessel 


employees are on standby during their work period. 
Those employed aboard a towing vessel on the inland waterways of the Nation 


work under what must be considered ideal conditions. I 


sy operation of collec- 
tive-bargaining agreements, which form the basis of the general pattern of the 
industry, they are given most substantial “time off’ with full pay. These “time 
off” allowances have steadily increased almost year by year, and are now ap- 
proaching one day off for each day worked. In fact, by June 1, 1958, that will 
be the actual situation. Very few, if any, other types or classes of personnel 
receive such liberal “time off’ with full pay provisions, and thus, it is not be- 
lieved that towing vessel employees need, or perhaps even desire coverage under 
the Fair Labor Standards Act. 

In view of the fact that the vessels are small, all personnel have a very close 
and intimate relationship; they live together and, for all intents and purposes, 
are excluded from the outside world for periods of someitmes thirty to sixty days. 
By individual bargaining or by bargaining between their unions and the com- 
panies, or between themselves and the companies, vessel employees have fared 
well, and the enactment of any legislation which would bring them under the 
coverage of the Fair Labor Standards Act of 1938 would—without a doubt 
disturb the existing relationships between employees and employers. It would 
also accomplish a most undesired general upheaval of the historically well-de- 
fined relationships between the various classes employed upon such craft. 





While all vessel personnel have fixed hours, nevertheless they are subject 


» the captain’s orders at times of emergency, whether they are asleep in their 
bunks, partaking of a meal, or actually on duty. In short, the captain of a 
vessel—even on the inland waterways—is “king”. When in his judgment the 
vessel, its cargo, or in our case, the tow is in danger, he can muster the entire 


crew to quarters for the duration of the emergency, be it for an hour, a day or a 
week. Under such circumstances, this provisiion would cause nothing but 
turmoil. 

Several of the bills pending before this subcommittee contain an amendment 
to subsection (m) of section 3 of the Fair Labor Standards Act of 1988, which is 
a proviso with resject to board, lodging, and other facilities furnished emplovees 
which would also bring about confusion that does not now exist In the event 
such an amendment should be enacted, it could possibly resuit to the detriment of 
the employee, which is not desired by the employer and surely would not be the 
wishes of the labor unions involved. I have reference to the fact that the enact 
ment of a bill of this nature might, of necessity, force the companies to cease 


and desist from providing food and establish on their vessels a cafeteria system 
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where the employees could purchase their meals. If this were necessitated, it 
should be obvious to all that in the final analysis, vessel employees would suffer 
a reduction rather than an increase in take-home pay and other benefits. 

This industry has shown itself to be an important transportation factor in 
wartime and in times of national emergency. During World War II, for exam- 
ple, the industry mustered itself, set up industry committees, coordinated its 
operations, and moved huge quantities of essential materials such as petroleum. 
coal, sulfur, iron and steel, and scrap to the consuming inland points. 

Prior to the war these points—particularly in the case of petroleum—had 
been served by oceangoing tankers moving via the east coast to refineries in 
northern areas, from whence the final product was distributed inland. As you 
gentlemen know, these tankers suffered many casualties because of enemy sub- 
marine action and were withdrawn from service; they were also withdrawn be- 
cause of offshore needs. In addition to filling this need to keep petroleum and 
other products moving, the industry floated down war vessels constructed on 
the Great Lakes to the open ocean, where they were put into operation against 
the enemy. 

In fulfilling the demands being constantly made for more and more tralis- 
portation services—both general and specialized—the inland waterways industry 
has also demonstrated that it has a necessary role to perform and tue capabilities 
to perform it in the peacetime economy of this Nation. In the 8 years im- 
mediately following World War II, cargoes transported by the industry increased 
more than 38 percent. In the same period, the ton-mile service rendered in- 
creased over 182 percent. Obviously, this industry could not have shown such 
growth except that it renders vitally needed services. 

It is the concensus of the barge and towing vessel industry that so-called 
wage and hour legislation is not adaptable to inland water transportation and 
its related services, Permit me to repeat that previous committees and previous 
Congresses have considered this matter and have always reached the conclusion 
that seamen should not be included in such legislation; and it is the unanimous 
hope of members of the barge and towing vessel industry of the United States 
that this committee continue the exemption now embodied in the Fair Labor 
Standards Act of 1938, as amended. 


H. F. PeLtPpurey & Son, 
Rogers, Ark., May 6, 1957. 
Mr. A. R. Kerry, 
Clerk, Subcommittee on Labor Standards, 
House Office Building, Washington, D. C. 


Deak Mr. Kev_itey: Thank you for your telephone call this date, explaining the 
current proposals being considered for amendment of the Fair Labor Standards 
Act. 

I would briefly like to outline our position in regard to the proper classifica- 
tion of “outside rabbit buyers” in relation to section 7 covering maximum 
hours, and also the need to properly define our industry under section 3 (f). 

Domestic farm-bred rabbits grown for meat should be classified as coming 
under “livestock,” and not under “fur-bearing animals.” For over 45 years 
we have been engaged in the buying, processing, and marketing of domestic 
rabbit meat, and at no time could we be considered as being in the fur-bearing 
industry. There are dozens of business firms today engaged in this same in- 
dustry, and it should be properly classified. 

Our outside rabbit buyers perform a selling job as well as a buying job. 
They sell the services of our firm to the hundreds of farmer producers in each 
area, and buy live rabbits from these farmers just the same as an outside 
buyer of poultry, eggs, cream, or milk, in their raw or natural state. 

The hours of work and actual performance of outside rabbit buyers are com- 
pletely uncontrollable. They work without any immediate supervision, and the 
time of going to work, or quitting are entirely up to the man. What they do 
during supposed work hours is unknown, as they are free to take off whatever 
time they might desire without the employer knowing anything about such 
time off. 

Under present law, the domestic meat-rabbit industry is discriminated against, 
since outside buyers of poultry are exempt from the provisions of section 7 
(maximum hours). Many of the buyers and processors of live rabbits are 
primarily engaged as poultry processors, thereby giving their outside buyers 
exemption from the overtime provisions of the act, whereas the outside buyers 
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of a firm primarily engaged in rabbit processing are subject to these overtime 
provisions. Under such conditions, there cannot be fair competitive conditions 
between firms in the same field of work. 

It is our understanding that the current proposals under consideration by 
your committee include the possible elimination of certain of the exemptions 
now a part of the act. This will not help correct all of the present injustices 
now imposed upon our industry by the act. If certain exemptions should be 
eliminated, for example, that on outside buyers of poultry, then the present dis- 
crimination between businesses as outlined in the last paragraph on page 1 
would be corrected. 

We feel, however, that the elimination of the exemption for outside buyers 
in the poultry industry, would unduly penalize that industry, and would not 
approach the subject constructively. The elimination of such present exemp- 
tions would not recognize the true nature of the work of outside buyers and 
would be very unfortunate if such an important matter is handled by a backdoor 
approach. 

It is true, that as far as our outside rabbit buyers are concerned, they would 
then be given the same considerations as outside poultry buyers, and a more 
equitable competitive condition created, but this would still not recognize the 
extreme need for relief due to the type work these employees perform. 

By elimination of a justifiable exemption for one industry, the committee 
will not be correcting the justifiable need for a similar exemption in another 
industry. Objective thinking is needed, and we pray that such an approach 
will be taken when the committee reviews this problem. 

Our industry appreciates the opportunity to outline its position on this im- 
portant matter. We once again request that exemption be granted to the pro- 
visions of secion 7 for outside buyers of rabbits grown for meat and that our 
industry be properly defined as being a part of the livestock industry and not 
a part of the fur-bearing animal industry, as outlined in section 3 (f). 


Respectfully submitted. 
R. W. DuBBELL, Manager. 


STATEMENT OF LLoyp W. KING, EXECUTIVE SECRETARY OF THE AMERICAN TEXTBOOK 


PUBLISHERS INSTITUTE, REFERENCE Book DIVISION 


The American Textbook Publishers Institute is made up of the 72 leading 


American publishers of school textbooks and reference books. The members of 
the institute publish and sell approximately 94 percent of the school and college 
textbooks sold in the United States. The members of the reference book divi- 
sion of the institute publish and sell approximately 97 percent of the reference 
books published and sold in the United States. 

Among the reference books produced by the members of the association are 
such well-known encyclopedias and reference books for adults and young peo- 
ple as Childeraft, Collier’s Encyclopedia, Compton’s Pictured Encyclopedia, En- 
cyclopaedia Brittanica, My Book House, the American People’s Encyclopedia, 
Encyclopedia Americana, American Educator Encyclopedia, Book of Knowledge, 
the Child’s World, the How and Why Program, the World Book, and the Volume 
Library. 

The method of the operation of the reference book industry is that of selling 
direct to the consumer by salesmen and saleswomen working on a purely com- 
mission basis. This has been the procedure for many, many years. Reference 
books are like life insurance in this respect. Everybody knows their value, but 
experience has shown that sales must be made by the direct personal contact of 
specialized sales personnel. Few would buy such books over the counter. Simi- 
larly, relatively few people would buy life insurance if it were not presented by 
informed sales people. Conscientious parents appreciate having the educational 
values of reference books presented by a trained reference book representative. 

The reference book sales people have heretofore been exempt from wage-hour 
legislation. This entire problem was explored at great length prior to the en- 
actment of the present law in 1938 and the unique position of outside salesmen 
in this industry was recognized by the framers of the Fair Labor Standards 
Act. 

Reference books are sold to families, schools, colleges, and libraries. Parents 
buy over 95 percent of the reference books sold each year. Schools and libraries 
account for less than 5 percent of the total sales. Therefore, if it were not for 
the home sales, there could be no encyclopedias as we know them. Without home 
sales the cost per reference set would be so high that virtually no school or 
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library would be able to afford them since the industry’s ability to sell reference 
pooks at prices which so many people can afford is directly dependent upon main- 
ining a large volume. 

artis aulie clean that if the sales people in this industry, who number between 
50,000 and 60,000 people, were placed under a maximum-hour and minimum- 
wage regulation, as has been proposed in certain of the bills before the sub- 
committee, the present method of doing business would have to be basically 
changed. Such a change would do a serious injury to many persons employed 
in the industry—particularly those who work on a part-time basis, who are by 
far the largest group. 

A major difficulty in the application of wage-hour legislation to the reference 
pook sales people stems from the fact that sales people in this industry cannot 
be supervised or controlled with respect to the hours they spend in making 
their calls. They necessarily work for such hours and at such times as they 
see fit or their necessities allow. Since the purchase of an encyclopedia is 
usually an important expenditure for a family, the sales person must often 
see the man of the family at night or over the weekend. A particular sales 
person nay make most of his calls over the weekend or at night. 

Reference book publishers would have no way of ascertaining whether the 
sales people really had worked 40 or 50 hours in a week, if they said they had. 
The publishers could maintain no records which would have any assurance of 
reasonable accuracy. The sales people do not report to anyone when they go 
out and when they return. Indeed, no such requirement would be possible inas- 
much as sales people are scattered about over a wide geographical area. 

The problem is further aggravated by the large number of part-time selling 
personnel who work for a number of companies in this indusrty. These part- 
time sales people are generally people who work in the field in their spare time 
to supplement income from other sources. Retired and elderly persons work 
at the times they wish. Schoolteachers often engage in selling during their 
summer vacations. Housewives undertake selling activities when their house- 
hold repsonsibilities permit. 

Most of these individuals could not undertake to work any fixed number of 
hours per week. In many instances the part-time people make calls in one week 
and make none at all for several weeks. In view of their irregularity of work 
this group could hardly be expected to be able to maintain records of their hours 
of work which would be at all reliable, or to reach the efficiency of a full-time 
worker in the few hours they can actually work in the field. However, this 
group, since it is a very large one, produces overall a substantial volume of busi- 
ness which contributes materially to the economies resulting from large-scale 
production. If the companies were required to pay minimum wages to this 
group based upon their own estimates of their working time, it would be nec- 
essary to limit or even to discontinue the employment of these people. Such 
a development would be very injurious to the part-time worker since the supple- 
menting of pensions or family incomes is for the most part of great assistance to 
them. 

Even so-called full-time sales people often work rather sporadically, since that 
is frequently the temperament of people who are capable at that type of work. 

Any formula for minimum wages and maximum hours, which is geared to ¢ 
regular place of business and regular working hours, cannot be applied in the 
reference book industry to sales people in the field. Since there is no very 
direct relationship between hours worked and amounts earned the general 
formula which is based upon such relationship is inappropriate to the point of 
being inequitable in this industry. 

It is obvious that the necessity of paying minimum wages based upon a given 
week’s reported but unverifiable hours and without regard to the hourly earnings 
of other weeks, would make the present method of operations impossible. The 
part-time salespeople would have to be limited in number or eliminated entirely. 
Those who are fully engaged in the business, on what might be termed “a profes- 
sional basis,” make an income far in excess of any minimum-wage requirement. 
As might be expected, those who engage in the business on a part-time basis (a 
group which constitutes a substantial part of the sales force) have so wide a 
variation in earnings from this source that any generalization is not particu- 
larly information even if one could be made. However, as to these individuals, 
the earnings are supplemental to other earnings or income. Their basic liveli- 
hood is not dependent upon their commissions. 
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In view of the importance of reference books to the educational and cultura] 
life of the people as a whole, it is submitted that the wage and hour law should 
not apply to the sales people in this industry because : 

1. Of the impossibility of control or supervision. 

2. A great majority are part-time workers whose earnings in this industry 
supplement other income. 

3. A general wage-hour formula, where there is no direct relationship between 
hours worked and commissions paid, is inequitable in this industry. 

This entire situation is, therefore, unlike that of the millions of employed 
persons with which the wage and hour legislation is concerned. 


ASSOCIATION OF AMERICAN SHIP OWNERS, 
New York, N. Y., March 28, 1957. 
Hon. GRAHAM A, BARDEN, 
Chairman, Committee on Education and Lahor. 


House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: This association wishes your committee to know its 
views with respect to certain of the amendments to the Fair Labor Standards 
Act that have been proposed and are under consideration by your committee. 
We would appreciate it if you would have this letter included in the record of 
the hearings. 

We wish to record our strong opposition to those provisions of various pend- 
ing bills that would bring seamen within the minimum-wage provisions of the 
Fair Labor Standards Act We refer particularly to H. R. 4696, H. R. 4708, 
H. R. 4844, H. R. 5770, H. R. 5773, and H. R. 5840. The provisions to which 
we object are common to all those bills. We base our objections upon the 
ground that the provisions proposed are discriminatory, unnecessary, and a 
duplication of provisions already contained in section 301 of the Merchant Marine 
Act, 1936. 

Our objections extend to the same language that appears in all of the bills 
mentioned above. For the sake of clarity we will, however, refer particularly 
to the text of H. R. 4696. 

The proposals with respect to the inclusion of seamen would be discriminatory 
since, contrary to the requirements as to other employees, the value of the board, 
lodging, and other facilities furnished them would be excluded from the computa- 
tion of their wages, in accordance with the proviso proposed to be added at page 
3, lines 19 through 23, of the bill. This proposal would mean that seamen would 
be treated differently than other classes of employees. As a result, the minimum 
wage prescribed for seamen would be higher than that applicable to other em- 
ployees in that their wages would be required to equal the cash value of their 
board, lodging, and other furnished facilities plus the minimum hourly wage 
required to be paid employees generally. Such a proposal seems unfair and we 
submit that if seamen are to be brought within the minimum-wage provision 
of the law, their inclusion should be accomplished only on a basis similar to that 
applicable to employees in industry generally. 

Another evidence of the discrimination that would result is the fact that 
shipowners are required to pay payroll taxes not only on the amount of wages 
paid to the seamen in his employ in cash, but also on “the cash value of all 
remuneration paid in any medium other than cash * * *.” (Internal Revenue 
Code of 1954, sec. 3301 and sec. 3306b.) We submit in all earnestness that it 
would be grossly unfair for the Government on the one hand to tax the ship- 
owner with respect to compensation paid in the form of subsistence and on the 
other hand to deny that the amounts upon which payroll taxes are collected are 
in fact payroll items for the purpose of the Fair Labor Standards Act. 

This inequitable result can be obviated by the following amendment: 

Page 3, strike out all beginning with the colon on line 18 through “employer” 
on line 23. 

It seems clear, however, that the exemption of seamen from the Fair Labor 
Standards Act should be continued. That exemption was founded on public 
recognition of the special conditions of work that necessarily prevail on ship- 
board and on recognition of the internationally accepted system of maintaining 
three standing watches at sea. Seamen are vigorously represented by maritime 
unions and a complicated but highly paid scale of basic wages, premium pay, 
overtime rates, and working rules—all of which amount to more than minimum 
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wage rates under the statute—has been agreed upon through years of collective 
bargaining. 

To superimpose the rigid formula requirements of the Fair Labor Standards 
Act on the complex wage pattern worked out in collective bargaining agree- 
ments between shipowners and maritime labor would not only be impractical 
put would require major revisions in the present wage pattern. 

The proposals with respect to coverage of seamen under the minimum-wage 
provisions would be a duplication of provisions now contained in section 301 of 
the Merchant Marine Act, 1936. That section authorizes the Maritime Adminis- 
tration to investigate and specify equitable wage and manning scales and working 
conditions with respect to subsidized ships. To be sure, the regulations under 
section 301 are enforceable only insofar as subsidized ships are concerned, but, as 
a practical matter, the scales adopted for that portion of the industry set a pat- 
tern for all. Shipowners who do not operate with subsidy aid are nevertheless 
obliged, through considerations of economic self-preservation, to observe the 
standards that are established for the subsidized companies. Since minimum 
wages are required under existing law to be established by the Maritime Admin- 
istration, confusion and duplication would result from establishment of sep- 
arate and additional wage standards through amendments to the Fair Labor 
Standards Act. 

In order to obviate the unnecessary inclusion of seamen and to avoid the con- 
fusion and duplication incident thereto, we respectfully recommend the follow- 
ing further amendments to H. R. 4696: 

Page 4, strike out all on line 20 through line 23; 

Page 9, strike out all after “seaman” on line 16 through “service)” on line 24; 

Page 10, strike out all after “Act” on line 10 through ‘vessel’ on line 11. 

We propose amendments identical in text to those recommended herein to each 
of the other bills referred to in the second paragraph of this letter. 

We respectfully urge your careful consideration of and favorable action upon 
these recommendations. 

Yours very truly, 
GrorGE W. MorGan, President. 


NATIONAL INSTITUTE OF DRYCLEANING, 
Silver Spring, Md., April 26, 1957. 
SUBCOMMITTEE ON LABOR STANDARDS OF THE HOUSE COMMITTEE ON EDUCATION 
AND LABOR, 
House of Representatives, Washington 25, D. C. 
GENTLEMEN: I respectfully request that the enclosed statement of the National 
Institute of Drycleaning, be included in the hearing record of the committee. 
Sincerely, 
FranK A. PRATHER, President. 


STATEMENT OF THE NATIONAL INSTITUTE OF DRYCLEANING ON PROPOSALS To 
CHANGE THE EXEMPTION OF Dry CLEANING ESTABLISHMENTS UNDER THE 
FatR LABOR STANDARDS AcT 


The National Institute of Drycleaning (NID) is the national trade association 
for approximately 8,000 dry cleaners located in all parts of the United States, 
Our headquarters are in Silver Spring, Md. NID submits this statement in 
opposition to pending proposals which would change the present tests contained 
in section 183 (a) (3) of the Fair Labor Standards Act for the exemption of dry- 
cleaning establishments from the act under limited conditions. 


NATURE OF THE DRYCLEANING INDUSTRY 


The Individual components of the dry cleaning industry are typical small 
businesses. It appears that the average dry-cleaning plant takes in only about 
$39,600 per year and has less than eight full-time employees. Indeed, as pointed 
out by the United States Department of Commerce, the dry cleaning industry, 
86 percent of whose units employ less than 20 persons, “is essentially small 


businesses.” ? 


1p, 20, Market Analysis Tools, County Business Patterns, U. 8. Department of Com- 
merece, 1957. 
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As of the end of 1954, there were 27,423 dry-cleaning plants in the United 
States. The average hourly earnings of production and nonsupervisory employ- 
ees in October 1956 was $1.28 per hour. Their average weekly earnings were 
$50.94 per week. During the week nearest November 15, 1954, there were 216,789 
employees in dry-cleaning plants and it appears that 17,740 of them were only 
employed part time. Labor costs constitute approximately 50 percent of the 
gross Sales of dry-cleaning establishments.’ 

While the dry cleaning industry may have some incidental effect on interstate 
commerce, it is essentially local in character. Business activities are inherently 
confined to each establishment's entirely local trading area. Dry cleaners, more- 
over do not produce any goods for shipment in interstate commerce as they sell 
services (dry cleaning) only. 


BRIEF HISTORY OF NEED FOR TILE PRESENT EXEMPTION 


The present test for exemption of dry-cleaning establishments (and laundries) 
from the wage-hour law was enacted about 8 years ago.* It provides that such 
an establishment shall be exempt from the act if (1) it is primarily engaged in 
serving customers within the State in which it is located—that is, if 50 percent 
of its annual dollar sales volume is done in the State—and (2) not more than 
25 percent of its services are rendered to customers engaged in the manufactur- 
ing, transportation, mining, or Communications business, 

A brief summary of the industry’s experience prior to adoption of the present 
exemption illustrates why dry cleaners are understandably wary of and opposed 
any change in the present exemption. The original act, among other things, 
exempted “service” establishments where the greater part of an establishment’s 
servicing is in intrastate commerce. At the time this provision was debated in 
the Senate, the then Senator (now Mr. Supreme Court Justice) Black explained 
to the Senate that, except to a small extent, this provision was limited to “goods 
which are actually manufactured for transportation and are transported in 
interstate commerce. We, therefore, eliminate in the beginning any idea that 
this is an effort to regulate wages and hours in the various service employments 
throughout the Nation.” 

He also stated: “Businesses of a purely local type which serve a particular 
community, and which do not send their products into the streams of interstate 
commerce, can be better regulated by the laws of the communities and of the 
States in which the business units operate” (95 Congressional Record, p. 12492). 

As pointed out by the chief sponsor of the present exemption (Senator Holland 
of Florida) : 

“It is plain from the history and language of the exemption that Congress in- 
tended to exempt two types of establishments. First, retail establishments, and 
second, service establishments. The retail establishment is the establishment 
selling goods. The service establishment is the one rendering service, such as 
the hotel, laundry, restaurant, the repair garage and the beauty parlor” (95 
Congressional Record, p. 12492). 

However, in 1940, the Wage-Hour Administrator announced that certain 
dry cleaners could not qualify for exemption as “service” establishments if they 
were substantially engaged in work for commercial customers such as manufac- 
turing plants, hotels, and restaurants. But in 1942, the Administrator was in- 
clined to reverse this view. He advised the then Congressman Hartley as follows: 

“T am very much inclined to the view that all laundries, regardless of whether 
they do so-called commercial work or not, were intended by the Congress to be 
exempt, as you definitely state, and regardless of the outcome of the litigation 
(then pending) I am inclined at the present time to think that our interpreta- 
tion should be revised in this regard” (95 Congressional Record, p, 12503). 

Shortly thereafter, an employee sued a so-called commercial laundry and the 
Sixth Federal Circuit Court of Appeals reversed the position taken by the Ad- 
ministrator in 1940 and held, in effect, that all laundries were “service” establish- 
ments and, therefore, exempt, regardless of the type of customer served.‘ The 
Supreme Court refused to disturb this decision, whereupon the Administrator 
withheld further action against laundries and dry cleaners. In 1946, however, 
the Administrator, on the strength of a case involving electrical equipment re- 


*Sources: Earnings. Monthly Labor Review, January 1957, p. 123; number of plants 
and employees, Bureau of Census: labor costs, NID 

8 Sec. 13 (a) (3), Public Law 736, 81st Cong., Oct. 26, 1949. 

* Jonas vy. Nat’l. Linen Supply Co., 136 F. 2d 433. 
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pair service, revived his earlier ruling and decided that commercial laundry 
service was subject to the act. 

During the debate on the present provision, Senator Holland referred to let- 
ters from the Administrator on this subject and stated : 

“I wish to place them in the record so that it may be clearly and conclusively 
shown, first, that laundries are in trouble and no one knows who is exempt and 
who is not; second, that the Administrator, after ruling one way, abandoned 
that ruling and went to another kind of administration, and then, after a case 
was decided, involving electrical machinery, and not laundries, came to a posi- 
tion announced by an earlier Administrator some years previously and notified 
the laundries that they were subject to a ruling made years ago. Can there be 
any question about the confusion which has prevailed in this industry?” (95 
Congressional Record, p. 12503). 

As a result of this confusion, and utter frustration on the part of the industry, 
the Senate adopted the present test for coverage of the dry cleaning (and laun- 
dry) industries in 1949 by a vote of 50 to 25. 

The dry-cleaning industry now urges the committee not to experiment with 
new coverage or exemption criteria. As demonstrated above, for many years 
prior to adoption of the present exemption the dry cleaning and laundry indus- 
tries were the innocent victims of conflicting administrative and judicial inter- 
pretations of coverage language. They should not be again further subjected 
to new uncertainty and confusion as to their status under this law. 

When the Secretary of Labor appeared before the subcommittee of the Senate 
Committee on Labor and Public Welfare on February 25, 1957, he recognized 
the importance of the point we make. There, in opposing extension of the cov- 
erage of the Fair Labor Standards Act into broader new fields not heretofore 
under the act, he mentioned as one of the reasons in support of his position the 
fact that: 

“Under the Fair Labor Standards Act, the line of coverage must be drawn as 
precisely and definitely as it can be so that employers and employees may under- 
stand its application from the facts that they know. Wages have to be paid each 
pay period, and if the law applies, it must be complied with at that time.” 

The present exemption test has not exempted every dry cleaner nor was that 
the intention at the time it was enacted. Those plants which are essentially 
engaged in interstate commerce are not exempt nor are those plants exempt 
which to a large degree serve the obvious instrumentalities of interstate com- 
merce such as transportation companies and large manufacturing concerns. Its 
application, nevertheless, is now, after 8 years, fairly well understood by the 
dry-cleaning industry. For this reason also, it should not be changed. 


UNEMPLOYMENT WILL RESULT IF MINIMUM WAGE AND OVERTIME WERE REQUIRED 
OF DRY CLEANERS 


The dry-cleaning industry, being made up of small-business units, is charac- 
terized by distinctly low profit margins. A low margin of profit plainly provides 
relatively no room for absorption by dry-cleaning plants of the increased wage 
costs which would result if they were made subject to the minimum wage and 
overtime requirements of the Fair Labor Standards Act. Should dry cleaners 
hy made subject to the act, their increased payroll costs would be very substantial 

Compliance with the minimum wage requirements would, of course, not merely 
involve increasing the hourly rates of those employees in the industry who are 
now paid less than $1 an hour. For experience shows that when the wage rates 
of employees in the lower paid job classifications are increased, proportionate 
increases must be effected in the higher paid job classification (i. e., those paid 
in excess of $1) as well. This is necessary in order to preserve the established 
differentials between wage rates for all job classifications. 

Thus, the necessity for complying with a minimum wage requirement would 
have a spiraling inflationary effect on the whole range of wage rates of all job 
classifications within the industry. It would not, of course, affect only these 
employees who may now be paid less than $1 an hour. A similar consequence 
in terms of applicability to all job classifications would, of course, flow from re- 
quiring our industry to comply with the overtime provisions of the act. For 
time and one-half would have to be paid to all covered employees working in 
excess of 40 hours per workweek. 

Since these added payroll costs cannot be absorbed by dry-cleaning plants, 
a tendency to curtail employment in the industry would certainly develop. This 
would defeat a basic policy objective of the Fair Labor Standards Act. For 
when the Congress enacted the wage-hour law, while it declared the congres- 
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sional policy to be the elimination of substandard wage conditions for workers 
it also prescribed that such an objective must be attained “without substantially 
curtailing employment or earning power.” Both results—curtailed employment 
and curtailed earning power of workers—would, we fear, follow in our industry 
if it were made subject to the act. 

President Eisenhower may well have had the dry-cleaning industry in mind 
when in his Economic Report to the Congress of January 28, 1954, he said: 

“A minimum does not protect the inadequately rewarded worker if it is too 
low. On the other hand, it may not benefit him if it is so high as to push up the 
whole scaffolding of wages and of costs of doing business thus leading either to 
inflation of prices and the worker’s own living costs, or to elimination of the 
less efficient employees and workers. Yet the ability of the employer to absorb 
a high minimum wage is limited. Indeed, the low-pay industries of today are 
eften those earning modest profits having limited opportunities to increase pro- 
ductivity and containing firms easily squeezed out of business by rising costs.” 


FAILURE OF PROPONENTS TO JUSTIFY CHANGE 


The sponsors of amendments which would have the effect of changing the 
present tests for exemption of dry-cleaning establishments have not presented 
any justification whatever to support such legislation. Pending proposals seek 
to add new coverage tests for all presently exempt industries with certain speci- 
fied exceptions. But those who advance them have failed to satisfy this burden 
of showing why they are necessary or what is wrong with the present exemption. 

What affect will such proposed new tests have on the dy-cleaning industry? 

Is there any basis for assuming that a substantial number of employees would 
be affected? How many may lose their jobs? And what would be the impact on 
the employers involved? 

Would it be fair for the Congress to order employers to pay such wage in- 
creases aS may result from such legislation out of their return on investment? 

What would be the probable impact on the prices of dry-cleaning services, 
which is an item in the Consumer Price Index, on unemployment? On collee- 
tive bargaining agreements and relationships? 

Would such tests be discriminatory from a competitive point of view? 

Are the proposed exemption provisions entirely clear? What is the mean- 
ing, for example, of Secretary Mitchell’s proposal to cover certain “enterprises” 
which he defines as: “related activities performed (either directly or indirectly 
through unified operation or common control or otherwise) by any person for a 
common business purpose of providing goods or services, or the products thereof, 
or a combination of them, to others, and * * * all such activities whether per- 
former in 1 or more establishments or by 1 or more corporate or other organiza- 
tional units.” 

The Secretary’s proposal would cover dry-cleaning employees “engaged in the 
activities of any enterprise in which an employer employs 100 or more em- 
ployees * * *.” What is the “employer?” How are the critical 100 employees 
measured and counted? 

In this connection it is of interest to compare a fairly recent NLRB deci- 
sion in which the Board declined to assert jurisdiction of a laundry and dry- 
cleaning establishment where control] of its policies and operations were “exer- 
cised on an essentially local basis’ * despite the fact that the establishment was 
one of several related establishments in different States under common owner- 
ship. 

In view of the history of coverage and exemption confusion in our industry 
the failure of the proponents of change to provide answers to such questions as 
the above should be fatal to their proposals. 

We submit, therefore, that the proponents of coverage amendments have failed 
to satisfy their fair burden of showing justification for changing the status of 
the dry-cleaning industry under the Fair Labor Standards Act. 


NID OPPOSES DISCRIMINATORY COVERAGE TESTS 


Any new test based upon such factors as unified control, sales volume, or niun- 
ber of employees necessarily discriminates against those required to pay the 
prescribed minimum hourly rate and overtime. It is obviously unfair, for exam 
ple, to require a dry cleaner with annual sales of $501,000 to pay higher rates 





5 Quoted from headnote, Modern Linen and Laundry Service, 35 LRRM 1224; 110 NLRB 
201 (12-10-54). 
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than his local competitor with sales of but $495,000. Similarly, if an employer 
is covered because he has 100 employees, he would be at a disadvantage if his 
competitor with 99 employees is permitted to operate without paying minimum 
wage rates. This point is so obvious, we submit, as not to require more extended 


discussion. 
COLLECTIVE BARGAINING AGREEMENTS PROVIDE FOR SUB MINIMUMS 


The research director for the Laundry Workers’ International Union, AFL-CIO, 
has testified before the subcommittee that his union represents 93,000 employees 
in the laundry and dry-cleaning industry and that a recent union survey indicates 
that about 25 percent of these organized workers are paid less than the minimum 
wage.° We assume that these wage rates were negotiated and accepted by the 
union and are embodied in collective-bargaining contracts. 

Is the Government to step in and order wage rates in excess of what this 
union has accepted and the parties have agreed upon? 

Should the Congress, in effect, cancel these wage agreements arrived at in col- 
lective bargaining by substituting statutory wage increases? 

Furthermore, should the Congress assume that the AFL-CIO needs—or should 
have—help by the Federal Government in obtaining a proper minimum wage 
for its members? Quite the contrary is the case. 

We respectfully submit that such rates represent the maximum that can rea- 
sonably be paid under all of the relevant circumstances in the various plants 
and localities involved and that the Congress should not interfere by statute 
with such privately negotiated collective-bargaining agreements. 


SUMMARY 


To briefly summarize our position: We oppose any change in the present 13 (a) 
(3) exemption of dry cleaners for the following reasons: 

1. The sponsors of such legislation have failed to satisfy their fair burden of 
demonstrating full justification in support of the need for any change. 

2. Narrowing or eliminating the dry-cleaning exemption would curtail em- 
ployment in our industry. 

3. Any exemption test based on such factors as unified operation, sales or pur- 
chases volume, or number of employees would be manifestly discriminatory. 

4. The present retail and service establishment exemptions of the Fair Labor 
Standards Act (including the dry-cleaning exemption) have been on the books for 
nearly 8 years. As a result of administrative interpretation, enforcement and 
court decisions, they are well understood. They are now readily applied by mem- 
bers of the industry. But new recommendations for legislative changes would 
once again impose on this frequently unsettled legal area, entirely new and un- 
certain conceptions, standards, and principles. They cannot fail to foster much 
new uncertainty and confusion for the small businesses to which they woyid 
apply. 

5. The Congress should not, in effect, cancel collective-bargaining agreements 
covering 25 percent of the membership of the laundry workers’ union by legislat- 


ing an increase in the wage rates agreed to by the parties. 





NATIONAL RETAIL Dry Goops ASSOCIATION, 
New York, N. Y., April 12, 1957. 
REPRESENTATIVE GRAHAM A, BARDEN, 
House Office Building, 
Washington, D. C. 

DEAR REPRESENTATIVE BARDEN: As you know, the House Labor Committee of 
which you are a member has before it proposals to extend the wage and hour 
provisions of the Fair Labor Standards Act to a large portion of the retail and 
service trades. 

We are sure that you, as a committee member, welcome objective information 
on some of the problems inherent in such extension of coverage. For this reason 
you will be interested in the enclosed copy of an article which appeared in the 
March issue of Stores, the monthly publication of the National Retail Dry Goods 


Association. 





® See statement of Herbert S. Shockney. 
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It delineates several of the most burdensome and costly aspects of coverage, 
should coverage be extended to retailing. By and large, they are aspects that 
have received too little attention and that go well beyond the basic wage and 
overtime pay requirements of the act. 

The association has testified before your Wage and House Subcommittee, setting 
forth its reasons for retaining the present retail exemption. Copies of the state. 
ment were provided to all committee members. 

We urge a careful review of this article and the association’s statement. We 
shall be glad to provide further information upon request. 

Respectfully submitted. 

J. GoRDON DAKINS, Executive Vice President. 


{Reprinted from the March 1957 issue of Stores, official publication of the National Retaj] 
Dry Goods Association] 


WHAT THE RETAIL EXEMPTION MEANS TO YOU 
(By George Plant, manager, store management and personnel groups) 


Every store owner should take a close look at the exemption retailing enjoys 
from the wage and hour provisions of the Fair Labor Standards Act. The re- 
tail exemption is in more serious danger of being lost than ever before. 

Retailers have had this exemption (by direct congressional action) since the 
initial passage of the act in 1938. Because they have always had the exemption, 
many merchants have forgotten or have never understood its full scope and 
significance. Generally, retailers think of it merely as freedom from paying 
the basic minimum Federal rate, with its overtime provisions, to their marginal 
rank and file employees. Some stores now paying the Federal minimum of $1 
or higher, and other stores whose current minimum is close to this rate, believe 
that the elimination of the exemption would have little impact on their opera- 
tions or costs. Of course, to a great many more merchants, particularly smaller 
stores in smaller communities, the imposition of this Federal minimum in itself 
would have a ruinous effect. 

3ut much more is involved in the retail exemption than the minimum starting 
rate for new or marginal employees. Red tape, recordkeeping and unrealistic 
and impractical administrative rulings are involved in coverage under the act. 
Overtime payments apply as well to employees earning more than the minimum 
and to executives and supervisory employees unless they meet special salary and 
work aualifications. 

Recordkeeping requirements greatly exceed normal business needs. They 
would be extremely burdensome and costly. Overtime hourly pay for any em- 
ployee or nonexempt executive working on other than a straight weekly salary 
would have to be specially computed for each individual in any and every week 
in which there was overtime beyond 40 hours per week. This would include the 
computation of PM’s, stims, any form of commissions and other special compen- 
sation common to retailing. 

CURRENT THREAT 


Before examining some of these administrative peculiarities, let’s look at the 
current situation. First, members are reminded that the Federal minimum was 
increased March 1, 1956 from 75 cents to $1 per hour against the President’s rec- 
ommendation of a 90-cent rate. It has had a definite inflationary effect on our 
economy. The attempts to extend coverage to retailing were not successful. 

During last fall’s election campaigning, proponents of extended coverage of 
FLSA—particularly many labor unions—made this a basic election issue. Many 
Congressmen, relying on labor’s support, committed themselves directly or in- 
directly to support fuller coverage including retail coverage. 

Now the long-heralded campaign of organized labor to extend coverage to re- 
tailing, is being demonstrated with rapidly gathering momentum. This was 
evidenced by the speed with which special Wage and Hour Subcommittees of the 
House and Senate Labor Commitees were organized and hearings called (Febru- 
ary 25 for the Senate and March 4 for the House). 

At least 50 bills have been introduced in both Houses of Congress proposing ex- 
tension of the FLSA to the retail industry in whole or in part. One or more of 
these bills propose, among other things: (1) Extended coverage to all retail 
establishments; (2) extended coverage to stores having 5 or more units or doing 
an annual sales volume of $500,000 or more; (3) premium overtime pay for work 
after 8 hours in any 1 day as well as after 40 hours per week; (4) increase of 
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the present $1 hour minimum to $1.25 or $1.50; (5) a minimum of $6,000 per year 
for executives and administrative employees if they are to be exempt from the 
overtime pay requirements after 40 hours per week. 

The President has again recommended extended coverage without specifying 
to which areas. The Secretary of Labor has indicated he will propose covering 
the larger retail establishments. It is apparent, too, that many Members of 
poth the House and Senate subcommittees favor the inclusion of retailing. 

So the retention of the retail exemption is most seriously challenged. Mem- 
bers should therefore immediately reevaluate their stake in it—not only as to 
minimum rates but even more because of the impractical and costly administra- 
tive requirements involved—and act. 

Following are some of the administrative regulations to which you as a covered 
retailer will be exposed if the retail exemption is eliminated, 


YOUR EXECUTIVES AND SUPERVISORS 


For covered industries, overtime pay beyond 40 hours per week applies to ex- 
ecutives, supervisory, administrative, and professional employees, unless they 
receive the required minimum weekly salary and meet other tests. The fact 
that an employer designates supervisory personnel as executives and carries them 
on his executive payroll does not necessarily exempt these people in the eyes 
of the Wage and Hour Administration, The nature of their work as well as their 
titles and salaries must also be considered. 

For example, executives in covered industries must not only receive a weekly 
minimum guaranteed salary of $55, but they must not spend 20 percent or more 
of their time on the nonexempt work activities of those whom they supervise. 
They must be the head of the store or a department or recognized subdivision 
thereof; supervise at least two people; exercise individual initiative and judg- 
ment and have the right to hire or fire those under their jurisdiction, or directly 
influence the same. All of these conditions must be met—not just one. 

Thus an assistant buyer or head of stock working under the department man 
ager may be an executive in the eyes of the employer but is not one under wage 
and hour interpretations, which recognize only one executive head of a depart- 
ment. To be exempt from the overtime pay the assistant buyers or comparable 
assistant managers in nonselling departments must qualify as administrative 
employees. 

An administrative employee must be paid a weekly salary of not less than $75; 
must spend less than 20 percent of time on nonexempt work; perform office or 
nonmanual field work related to management policies or business operations; 
regularly exercise discretion and independent judgment; and work under only 
general supervision. Again, all conditions must be met. 

Similar tests apply to professional employees, including the $75 minimum 
weekly salary. They also must have professional standing through knowledge 
of an advanced type in a field of science or learning. 

These are the present tests. They may be changed at the discretion of the 
Wage and Hour Administrator. Hearings were held by him over a year ago to 
consider the need for increasing the salary requirements covering these white- 
collar workers, following the increase of 75 cents to $1 per hour for rank and file 
workers. 

These ground rules may possibly be appropriate for industry, but they are un- 
realistic and unworkable for retailing if it is to intelligently manage and operate 
its business—or in fact stay in business. The requirement of paying assistant 
department managers $20 more per week than their department heads to ex- 
empt them from overtime payment speaks for itself. To prohibit an executive 
or administrative employee from spending more than 20 percent of his or her 
time selling or doing stock, display, or clerical work, as peak business requires, 
is not only inconsistent with the complex and public nature of the retail busi- 
ness, but also would drastically affect store operations and costs. 


HOW MANY MORE BOOK KEEPERS 


If the retail exemption is removed, stores will be subject to detailed record 
keeping, greater than their present requirements. Records must be ke}t for 
those employees exempted as well as for those covered. Basie records must 
be preserved for 3 years, auxiliary records for 2 years. Employers’ books must 
be open for inspection at any time upon request of representatives of the Wage 
and Hour Administration. It is not practical here to go into detail on all of the 
involved administrative rulings and interpretations to which covered employers 
subjected. However: 
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Each covered employer must maintain a 3-year period a basic record of name, 
address, date of birth, and job classification for each employee; his regular 
working hours and his regular rate which, if other than straight salary, may 
vary from week to week ; exclusions from the regular rate; hours he works each 
day and week; total straight-time earnings, overtime pay, and total wages paid 
including any additions and deductions, plus the date of payment and period 
covered. 

In addition he must keep records on union agreements covering special over- 
time provisions and welfare fund provisions evidencing exclusions from regular 
rate. 

For 2 years, each employer must keep among other records all basic com- 
putations on which overtime is based ; all scheduling of work hours, plus many 
other records covering reductions or additions to employee's pay. 

All of these records are to be open for Government inspection. It is obvious 
that a heavy and costly increase in record keeping would be imposed on large 
and small stores alike. Larger stores would have to add people to their office 
staffs. Smaller store owners, already swamped by Government paperwork, 
would be snowed under. 

COMPUTING OVERTIME PAY 


One of the most burdensome requirements under present administrative in- 
terpretations is the computation of overtime pay. If covered by the act, re- 
tailers would have to compute overtime by the regular rate rather than aver- 
age weekly rate of pay. It would have to be done individually for each em- 
ployee receiving earnings in addition to straight salary in any week in which 
he works more than 40 hours. “Regular rate” is a term whose definition is 
peculiar to the Fair Labor Standards Act and is not comparable to the base 
rate used in business. It is an hourly rate arrived at by dividing the total 
weekly earnings of an employee by the total number of hours worked. While 
certain earnings are excluded, such as discretionary bonuses, gifts and welfare 
contributions, “regular rate” includes not only base salary but any direct com- 
missions on sales, bonuses for sales over quota, stims, PM’s and other types 
of pay. Thus the regular hourly rate may vary weekly for each employee de- 
pending upon the number of hours worked and the total combined earnings 
received. 

As an example, Mary Jones who sells sportswear is now paid a base salary 
of $40 per week for a 40-hour week, plus a percentage commission on her dollar 
sales. Her hourly rate to the stores is $1 and when she works in excess of 
40 hours, she is paid—under the store’s present policy—time and one-half or 
$1.50 per hour. 

Assume that in a particular week she worked 46 hours and earned $8 in 
commissions. Under the store’s present method of computing overtime she 
would have earned $40 straight time pay plus $9 overtime pay plus commissions 
of $8, or a total of $57. 

Under the Fair Labor Standards Act her regular rate for overtime purposes 
would be different and would vary week to week depending upon commissions 
earned and the number of extra hours worked. Thus in the example above her 
straight time earnings would be $54 ($46 at $1 per hour and $8 commissions). 
Her regular rate would be $5446 hours=$1.17 per hour. Her overtime earn- 
ings over straight time rate would be $1.17 %X6 hours or $3.52. Her total 
earnings for the week would be $54, plus $3.52 or $57.52. 

This example illustrates the additional bookkeeping which would be required 
in computing overtime earnings under present Fair Labor Standards Act 
procedure. 

Remember also that unlike many State minimum wage regulations, the Federal 
overtime rate applies not only to employees earning the minimum rate but to all 
rank and file employees earning a higher hourly rate, and is based on their 
individual earnings. 

EFFECT ON PAY DIFFERENTIALS 


The imposition of a Federal minimum wage or any increase in its existing rate 
affects not only the marginal worker earning less than the minimum, but all 
workers, if existing wage differentials are to be maintained. Under sound per- 
sonnel administration an employer cannot raise the wage fioor for the minimum 
skilled employee without making comparable adjustments up the line for more 
highly skilled and more experienced workers. 
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SPLITTING THE INDUSTRY 


Comment must be made on the proposals to split the retail industry by placing 
the larger employer under the act and exempting the smaller employer. The 
alleged purpose here is that the larger employer can afford to pay and the smaller 
businessman should be protected by not paying. This compromises the principle 
of a minimum wage; namely, what the employee is entitled to as a fair hourly 
return for his labor rather than what his employer can afford to pay. 

Furthermore, all retail employers compete in the local market. If larger 
stores—by law—pay a higher starting rate than the exempt smaller employer, 
the submarginal worker will be the source upon which the smaller employers 
must then rely. The result would be to make the big firms bigger and the small 
employer extinct. 

Such an approach is legislatively discriminatory and against the interests of 
employers and employees alike. Perhaps its main rationalization is a political 
one—to take the pressure off some Congressmen from smaller employers and still 
preserve their mass constituent support. But the smaller retailer would not be 
benefited. Basically, this is a “foot in the door” approach, a base from which 
further coverage would soon be extended. 


INFLATIONARY EFFECTS 


Members should also carefully appraise the inflationary aspect of retail cov- 
erage. While higher wages increase purchasing power, no one benefits if prices 
rise proportionately. Wage increases, unless they are accompanied by com- 
parable increases in productivity, are necessarily inflationary. No general 
increase in retail employee productivity will result from merely increasing 
minimum wages. But it is quite probable that retail employment would be 
curtailed. Retailers would have to get along with fewer employees. Some full- 
time workers would be reduced to a short-hour basis. Many older part-time 
employees would lose their employment and earning opportunities. 


ACCURATE WAGE DATA NEEDED 


In the absence of accurate and representative statistics on the wage structure 
of retailing and its various segments, it is impossible to fully appraise the direct 
impact of the extension of coverage to our industry. The Bureau of Labor 
Statistics is now engaged in a survey of retail wages, for which Congress has 
appropriated $150,000. It is intended to reveal prevailing hourly wages related 
to hours worked for the industry as a whole and for its major segments, classified 
by geographic regions and by size of community. 

Since Congress authorized and requested this study as a guide in determining 
whether retailing should be subject to some Federal wage control, it seems both 
incongruous and improper that it should attempt to legislate on this issue until 
such factual data is collected and published. 


SEVEN-POINT CASE 


Any objective analysis of this issue must lead to these conclusions : 

L Retailing is a localized business. If and where control of retail employee 
wages and hours is really needed, the right to legislate rests with the States and 
should not be prempted by Congress. 

2. Imposition of a $1 Federal minimum wage will seriously affect, if not 
liquidate, many retailers throughout the country. 

8 Retailers, including those now paying the minimum or close to it, could not 
operate efficiently under the present act and its administrative regulations. 
Even the most conscientious retailer could not completely conform to such regu- 
lations. They are utterly unrealistic for retailing. 

{, Full and impartial enforcement would be impossible. ; 

5. Applying coverage to larger employers and not to others would be dis- 
criminatory, unworkable and in effect equally damaging to firms intended to be 
exempt. ; ; 

6. Extension to retailing in whole or part would greatly add to inflationary 
trends which the President has firmly stated must be halted. 

7. Retail employment would be adversely affected, depriving many employees 
of the welfare benefits extended coverage allegedly is intended to provide. 

Every store owner should reappraise this problem and all of its ramifications. 
He should decide whether the retention of the present retail exemption is proper 
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and vital to him and the industry. If he believes it is, as NRDG:, 
should strongly state his view to his Congressman and should 
of other merchants. The most persuasive force 
expressed views of his many constituents back home. 


A does, then he 
rally the support 
to any Congressman is the 


HAMMOND TELEPHONE Co., 
Hammond, Wis., March 11, 1957. 
Hon. Lester Jonnson. 
House of Representativ: 8, 
Washington. D.C. 

Dear Str: We note that the swi 
hour law is again up before Conegers 
sion asking this exemption be kept. 

Should a $1 per hour minimum be established it would cost our 
proximately $150 to $175 per month more to operate which would ji 
hecessary a rate increase of about 20 percent per subscriber 
in operation. 

We know you are interested in 
this exemption for them. 

Very truly yours, 


tchboard-operator exemption under the wage 


‘ss. We have written you during 


another ses- 


company ap- 
n turn make 
to keep our company 


small businesses and hope you will help keep 


MvrRIeEL RIney 


Mrs. Ted Riley, Secretary 


KAU CLAIRE TRANSPORT ATION Co., 


Eau Claire, Wis.. March 12, 1957. 
Hon. Lester Jon NSON, 


Member of Congress, House Office Building, 


Washington, D.C. 

DEAR CONGRESSMAN JOHNSON: It has come to our attention that the Labor 
Standards Subcommittee of the House Committee on Education and Labor will 
conduct hearings on a bill which proposes the « limination of th provisions now 
exempting transit employees from both minimum wage and maximum hours 
provision of the Fair Labo Standards Act of 1988, as amend. d. 

Although we realize you are not personally a member of this committee, we 
would appreciate your efforts on behalf of the defeat of such legislation. 

As you may know, the city bus business in Wisconsin, as well as the Nation, 
is generally showing deficits during these “boom” days of inflation. Under the 
proposed elimination of the maximum hours exemption for our industry, we may 
well be forced into insolvency. 

Our basic labor rates are purposely set 
must compete with rates paid to employe 
time hourly base rate because of the f 
one half for over 40 hours per we 

We enclose a statistical report 


high for cities of our size because we 
eS by industry. We havea high straight 
fact that we do not presently pay time and 
ek. 
showing our 1956 actual operations and a pro 
forma report showing the effect of the maximum hours provision on our two 
small operations in Eau Claire and La Crosse. As you can easily see, this in 
flationary provision, together with other general increases in the cost of providing 
our service to the public would indeed push us into insolvency. 
Respectfully submitted. 


FRED L. Fry, Vice President 
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1956 operating statement (actual) of Eau Claire Transportation Co., Eau Claire, 
Wis., and La Crosse Transit Co., La Crosse, Wis., each company operates city 
bus service in their respective Wisconsin cities 


1956 Eau 1956 La 

Claire oper Cross oper- 
ition ytion 

Total operating revenues $345, 451 $315, 396 
Operating expens 288, 9O3 292, 382 
Depreciation expense 10. 506 39, 115 
Operating taxes and licens¢ 14, 980 12,612 
otal, all expenses and ta 344, 389 i4, 109 
Net income to surplus for year 1,06 1, 287 
Operating ratio (reven le and expenses percent 99. 69 99 63 
Total payroll costs (actual 1956 $209, 258 $220, 599 
Percent payroll of total revenues percent 60. 58 63. 89 


Pro forma comparative operating statement for 1956—.with the elimination of 
the present provision cvempting city transit employees from the minimum 
wage and maximum hours provision of the Fair Labor Standards Act of 1938, 


as amended 


1956 Eau 1956 La 
Claire oper- | Crosse oper- 

ation ation 
Total operating revenues $345, 451 $345, 396 
Increase in payroll costs, due to time and one-half over 40 hours _. 3, 201 5, 368 
Total all expenses and taxes, with above added payroll costs__- 347, 590 349, 477 
Net operating loss 1956 ea 2, 139 1, O81 
Operating ratio (revenues and expenses percent 100. 62 101. 18 





1 Loss, 
BERGGREN JEWELERS, 
Van Nuys, Calif., April 6, 1957. 
Hon. JOSEPH F.. Hout, 
House Office Building, 
Washington, D. 0. 

Dear Sir: I would like to give you my opinion on the current Federal wage 
and hour law. 

It appears to me that this new control is being approached before the facts 
are available. I believe the matter should not be taken up now until the com- 
mittee for the Bureau of Labor Statistics has completed its survey of retail wages 
and hours, 

The businessmen or owner of any private enterprise is so tied up with redtape 
and bookwork that most of his profit is used up in bookwork to try and stay 
honest and send in the proper reports as required. 

I believe that it is slowly going to drive the small-business man out of business 
unless some relief is in sight. 

I know all my employees are well above the present wage and hour law. But 
we cannot stand any more reports and redtape to take away what little profit 
we have left. 


89327—57—pt. 1——_96 


Oa“ 
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Please vote to leave it alone as it is for the present. 

If you people in Congress and Senate want to help our industry take off the 
10 percent Federal excise tax that is so unfair against the jewelry industry. 
This is hurting our industry no end, and was a wartime measure that should be 
eliminated. 

Yours very truly, 
W. W. BINFORD, Owner. 


VAN Nvys, CALIF., 
April 6, 9156. 
Re wage hour law proposed increase minimum wage. 
Hon. JoserH F’. Hort, 
House Office Building, 
Washington, D. C. 


Dear Sir: Just a short note to advise that I’m against any change in regard 
to above subject for the following reasons: 

Inflationary effect, would hurt small business as well as big business, would 
create more paperwork and more bureaus in Government thereby causing more 
taxes and more spending. 

Please do your best to stop. Thank you. 

Sincerely, 
KNox L. FRANO, 
W. T. Grant. 


LEE HOTELS Co., 
Hollywood, Calif., April 3, 1957. 
Hon. Jor Horr, 
House of Representatives, Washington, D.C. 


My DEAR CONGRESSMAN: Business services out of Washington have reported 
that there is a possibility of field hearings by the House Subcommittee on Labor 
Standards in connection with its present study of expanded coverage of wage 
and hour code. 

We urge that California be included as one of the stops for these hearings. 

Respectfully yours, 
WALTER M. SCHROEDER, 
General Manager. 


LOWEeE’s GIFTS, JEWELRY, HOUSEWARES, GREETING CARDS, 
Reseda, Calif., March 21, 1957. 

DEAR CONGRESSMAN Hott: I understand there is legislation before your com- 
mittee that proposes to extend Federal control of wages to all business, even the 
retail store having only one employee, and doing no interstate commerce. 

At this time, I am not paying anybody less then the Federal minimum wage of 
$1 per hour, but I do not like the idea of one more regulation to comply with, 
more bookkeeping and more forms to be filled every month, and I think this is an 
unnecessary hardship on the small-store keeper, who cannot afford any full time 
office help, and has to sit up nights anyway, to do his paperwork. 

Also, we are now paying $1 per hour to a high school boy and to a high school 
girl, who work after school and on Saturdays. I think it is good training for 
them, and when they finish school they would be able to fill a regular job without 
any further education. 

However, we know how these things go, and if this law is passed now and is 
going to cover everybody and everything, before long there is going to be pressure 
to raise the minimum to $1.25, and then these students are going to be out of a 
job, without anything useful to do, juvenile delinquency is going to increase, and 
after finishing school they will need more training before they can fill a job. 

I do not know about the other implications of the law, but I hope you will not 
let it extend to retail business. 

Sincerely yours, 
FRED LOWE. 
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LESLIE’S YOUTH FASHIONS, 
Reseda, Calif., March 22, 1957. 
Hon. Josery F. Hout, 
Member of Congress, 
House Office Building, Washington, D. C. 


DEAR CONGRESSMAN HOoLt: With reference to the project of extending the 
minimum-wage law, please note that I feel that the Federal Government should 
leave this matter to be governed by the natural law of supply and demand and 
therefore avoid to put more handicaps or controls over the Nation’s business. 

Very truly yours, 
MAURICE E, CHAYO. 


STATEMENT OF GEORGE H. SHERMAN, CorTroN WAREHOUSEMAN 


My name is George H. Sherman, I live in Haynesville, La., in Claiborne 
Parish, about 4 miles south of the Arkansas line. 

I operate at Haynesville a cotton warehouse with a capacity of 24,000 bales. 
I don’t buy or sell cotton but store cotton owned by farmers and others. 

My operations at Haynesville are typical of country cotton warehouses across 
the Cotton Belt. There is only one other cotton warehouse in Claiborne Parish 
and that is at Homer, and is about the size of my own. 

Cotton bales weigh approximately 500 pounds each. Claiborne Parish grows 
between 5,000 and 10,000 bales of cotton a year and the surrounding parishes 
grow between 25,000 and 50,000 bales per year normally. I estimate that the 
cotton grown within 50 miles of Haynesville each year will run between 100,000 
and 125,000 bales. 

Practically all of the cotton is placed in the warehouse by the farmer who 
grew it. All of the charges made for warehouse services are borne by the farmer. 
Those charges which he does not pay directly are deducted by the cotton buyer in 
arriving at the price he pays the farmer for his cotton. 

I have to keep a crew on hand at the warehouse at all times, whether any cot- 
ton is actually received or shipped or not. During the peak of the harvesting 
season we have about 15 people on the payroll, including myself. During other 
parts of the year, except when shipments are unusually heavy, we maintain a 
minimum crew of about seven people, including myself. Depending upon the 
volume of receipts and shipments, we work from 40 to 48 hours per week. It 
is sometimes necessary for the weighers and me to work as long as 56 hours per 
week, 

In my community, and in Louisiana generally, farming is the principal occupa- 
tion and cotton is the principal crop. It is plain that Congress intended cotton 
warehouses and compress-warehouse plants to be exempt from both the minimum 
wage and overtime if they are located in the area of production of cotton. The 
act, however, authorizes the Wage-Hour Administrator or the Secretary of Labor 
to define the area of production of cotton and other agricultural commodities. 
Back in 1946 he defined the area of production of cotton by saying that a ware- 
house is not in the area of production if it is located in or close to a town of 2,500 
or more population or if during the previous month it received more than 5 percent 
of cotton receipts from points more than 20 airline-miles from the warehouse. 
He made the same definition for cotton compress-warehouse plants, except that 
the distance is 50 miles instead of 20, and the same definition for cotton gins, 
except that the distance is 10 miles instead of 20. Under that definition, until 
the census of 1950, when the population of Haynesville, for the first time, ex- 
ceeded 2,500 persons, our warehouse was exempt. Under the 1950 census, how- 
ever, the population of Haynesville was found to be 3,040, therefore, our ware- 
house was removed from the area of production of cotton and denied the mini- 
mum-wage and overtime exemption simply because the population was found 
to be more than 2,500 people for the first time. 

The Louisiana State courts and the Federal courts sitting in Louisiana have 
consistently held the Administrator's definition to be in violation of the law. 
During the past year, however, I understand that the United States Supreme 
Court, in a case involving the bulking of tobacco in Florida, held the Adminis- 
trator’s definition to be lawful in every respect. For that reason I am afraid 
to pay my warehouse labor less than the $1 minimum wage. 

There is another exemption in the law which says that a cotton warehouse does 
not have to pay overtime for the first 12 hours per day or for the first 56 hours per 
week for as many as 14 weeks out of each year. That would be quite a bit of 
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help in a case like mine, except for the fact that the kind of labor we hire (and 
is the same kind that works on the farms around Haynesville) can’t see why 
overtime isn’t paid all the time if it’s paid any of the time. Even without over- 
time, warehouse employees are paid more than they would receive for work 
on the farm and that’s where they would be employed if they were not working 
in the warehouse. 

We are in the actual area of production of cotton, of course, and ought to be 
entitled to the exemption from minimum wage and overtime which Congress 
granted for such operations in the area of production. I can’t see where the popu- 
lation of Haynesville has anything to do with the warehouse being in the area 
of production of cotton. For that matter, I don’t see where the location of farms 
that ship their cotton to my warehouse instead of somebody else’s warehouse has 
anything to do with it either. Farmers are still pretty independent people, and 
they are going to put their cotton in whatever warehouse they please, whether 
it is 5 miles away or 100 miles away from the farm. With good roads and motor- 
trucks, the distance doesn’t make much difference 

Actually there are a great many farms in Louisiana, and I am sure in a lot 
of other States that are not located as close as 20 miles to a warehouse, or as 
close as 50 miles to a compress-warehouse plant. There are still fewer that are 
located within those distances of warehouse and compress-warehouse plants, 
located in towns of less than 2,500 population. In fact, only 6 of the 28 ware- 
houses in Louisiana are located in towns of less than 2,500 population, and only 
2 of the 27 compress-warehouse plants in Louisiana are located in towns of less 
than 2,500. Those 6 warehouses and 2 compresses have a combined storage ca- 
pacity of only a little more than 105,000 bales. In the last complete crop year 
Louisiana farmers grew 569,836 bales of cotton. The combined capacity of all 
compresses and warehouses in the State is 1,107,600 bales. 

The only Louisiana compresses in towns under 2,500 population are at Delhi 
and Oak Grove, way over in the eastern end of the State. The 6 warehouses that 
are in towns of 2,500 population are pretty well scattered; but, all told, they 
couldn’t handle 10 percent of the State’s production, even if it was grown within 
20 miles of those warehouses. As a matter of fact, a very small proportion of 
the cotton grown in the State is grown within 20 miles of those 6 warehouses, 
You can see from that that only a smal! proportion of Louisiana farmers have 
any chance of putting their cotton in a warehouse or a compress-warehouse plant 
which the Administrator will agree is within the area of production of cotton 
and therefore exempt. Except for the plants in New Orleans, all the warehouses 
and compress-warehouse plants in the State were built as close as possible to 
the source of their business, that is, to the cotton farms and cotton gins. 

The storing and compressing of cotton is a pretty hazardous business anyhow, 
because the amount of cotton received varies widely from year to year. A study 
made of a large cross section of the cotton warehouse industry in the cotton- 
producing States showed that cotton warehousemen, for the 5-year period ending 
with the crop year 1955-56, realized earnings on their operations, after income 
taxes, of less than 214 percent of the conservative value of net worth. I believe 
my own operations for the same 5 years on the average would show about the 
same figure. Certainly any increase in warehouse-operating costs of any amount 
will have to be passed on in increased charges for warehouse services. Those 
increased charges will be borne by the cotton farmers who are already pinched 
as they have been for years between rising farm costs and falling cotton prices. 
On my own farm I quit raising cotton 4 years ago for that very reason. Will 
state here, that I am in the dairy business and have 95 head of registered Jer- 
seys, but can’t see how I will continue to operate if wage rates are increased and 
the price of milk is not. There has been no change in the base price of milk in 
5 years. 

With the present minimum of $1 and with the existing confusion about exemp- 
tions, cotton warehousemen and cotton farmers are already hurt. There should 
certainly be no further increase in the minimum wage. I do not mind paying 
the minimum wage if there was some way to pay the men that earn the $1 the 
minimum wage and the ones that don’t, pay them less: but under the law you 
have to pay them all the same. They know that the only thing left to do is fire 
them and let your work drag or keep the sorry ones with the good ones and make 
the good ones suffer. Because of the law and sorry work of some, this leaves 
the warehousemen and farmers in a bad fix. There should be some way a man 
could remedy this. Congress should not even consider repealing or restricting 
the exemptions now in the law for cotton warehouses and compress-warehouse 
plants. What should be done, and what I urge be done, is that the present ex- 
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emptions be clarified and strengthened so that nobody in the Labor Department 
or anywhere else can say that they do not apply. The most important of these 
is the one exempting cotton warehousing and compressing, and similar operations 
on other farm products from both minimum wage and overtime when the opera- 
tions are performed in the area of production. Experience in the last 20 years 
makes it pretty plain that the Labor Department is not going to make any 
reasonable definition of the area of production of any agricultural product. 
The Congress should simply amend the act to say that everybody employed in, 
about, or in, connection with the ginning, storing, or compressing of cotton, and 
similar operations on other farm products is exempt from overtime and from 
the minimum wage if he is employed in a county where the product handled is 
produced in commercial quantity. 

Senator Stennis, of Mississippi, has introduced a bill which would do this. It 
is known as 8. 1418. It would clarify the exemption for agricultural employees 
and would replace the ridiculous definition by the Labor Department with a 
definition providing that the area of production of any farm or orchard product 
includes all of each county in which that product is grown, except that it would 
not include the corporate limits of any city of 250,000 or more population. I 
strongly urge that the Stennis bill be adopted. 

The ginning, storing, and compressing of cotton, and the processing of cotton- 
seed ought to be exempt from overtime, no matter where they are performed. 
Such overtime exemption should apply to everybody employed in, about or in 
connection with such operations. I don’t think that there is any doubt that 
that was what the Cengress intended when it enacted these exemptions, but 
that is not the way they are applied by the Labor Department. 

If we could be sure of the application of the exemptions that are now in the 
law the statute of limitation wouldn’t be too important. With all the uncer- 
tainty and confusion created by the rulings and regulations of the Labor Depart- 
ment, the statute of limitation ought to be reduced from 2 years to 1 year. If 
the uncertainty is determined against the employer, the penalty now can be dou- 
bled. One year is certainly long enough to continue the development of a pos- 
sible liability of that kind. 

The increase of the minimum wage from 75 cents to $1 last year had the effect 
of increasing my labor costs and those of cotton warehousemen in similar sit- 
uations by approximately one-third. As is typical of other cotton warehouses, 
my labor costs run more than 60 percent of my total costs of operation. 

Cotton warehouse operating costs generally have already gone up over 51 per- 
cent in the last 6 years. <A very large part of that increase was caused by the 
$1 minimum wage and the uncertainty concerning application of exemptions. 
When I speak of percentages of increase, I mean increases in unit costs. Gross 
costs, of course, fluctuate with volume. 

Considering the fix the cotton farmer is already in, he will really be in a sorry 
plight if the storing, ginning, and handling exemptions are repealed or restricted 
in any away. To apply the wage-hour law to farming operations, as some are 
proposing, would just about finish off the farmer completely. Unless a cotton 
farming operation is high mechanized it takes so many man-hours to plant, culti- 
vate and harvest a bale of cotton that application of the $1 minimum to cotton 
farming operations would make the farmers’ labor costs alone of producing a bale 
of cotton be greater than the price he could hope to obtain from the sale of that 
bale 


MIDDLE STATES TELEPHONE COMPANY OF ILLINOIS, 
Park Ridge, Iul., March 29, 1957. 
Hon. MARGUERITE Stitrr CHURCH, 
House of Representatives, Washington, D. C. 

DEAR Mrs. CuurcH: It is my understanding that Congress is now consider- 
ing the minimum wage and hour bill and that serious consideration is being 
given to the changing or removing of the 750 station operator exemption. I 
would like to point out the various reasons why we do not feel that this exemp- 
tion should be removed from the wage and hour law. 

The principal reason against putting the exemption on a company basis is 
that it is entirely bereft of logic. The exemption was originally made to help 
the smaller exchange continue its existence by gearing operators’ wages to the 
economy of the community it serves, where it is common knowledge that wages, 
living costs, and telephone rates are lower than in larger communities. Who can 
say with logic that because a company has 2 or more small exchanges with a 
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total of over 750 stations, its ability to pay operators’ wages is equal to that 
of a company having 1 exchange of over 750 stations? 

The station exchange basis of providing the exemption is the basis recom- 
mended by the greatest number of State regulatory commissions when the 
exemption was first legislated by Congress in 1939. Those regulatory author- 
ities were and are familiar with the operations of our exchanges, with the local 
sentiment of subscribers, and with local economic conditions. Their views 
are entitled to weighty consideration. 

The station exchange basis of providing the exemption has received con- 
gressional scrutiny twice (1939 and again 1949) and received approval each time. 

To change from an exchange basis to a company basis would deprive a num- 
ber of independent companies of the needed benefit of the exemption merely 
because they happen to have more than one small exchange. 

A company basis would impose a genuine hardship on telephone subscribers 
because of the need for increasing subscriber rates in an amount sufficient to 
cushion the impact of increased wage costs. Such rate increases, varying 
in individual instances, would range from a low of about 10 percent to a high 
of 100 percent. Hundreds of thousands of subscribers in our opinion would 
choose to go without telephone service rather than pay the necessary increased 
charges. It should be remembered that 80 percent of the telephones in the 
independent industry are in residences. This class of subscribers has no way 
of passing increased charges along. Many of such telephone users are known 
in the industry as marginal subscribers. 

Changing the basis of the exemption would also be very harmful to the switch- 
board operators themselves for the reason that with telephones removed from 
residences because of higher subscriber charges, the telephone traffic calling 
volume would be reduced and the need for switchboard operators correspondingly 
diminished, The number of operators needed at any exchange always has a 
relationship to the number of telephones in service and the calling habits of 
subscribers. 

Putting the exemption on a company basis instead of an exchange basis would 
solve no problem but create many new ones. If a single company exchange in 
town A has the benefit of the exemption and there is another exchange in 
town B, 5 miles away, owned by a company which has more than 1 exchange 
without the benefit of the exemption, the subscriber rates in the latter would 
have to be on a substantially higher basis. The reasons for this would be diffi- 
cult to understand by the people in the latter community and a howl of terrific 
proportions would immediately develop because of the telephone charge differen- 
tial, to the very real embarrassment of the company owning the latter exchange. 
Increasing telephone rates in such a situation would introduce the hazard of 
loss of subscribers. This in turn would result in impairment of employment 
opportunities for switchboard operators, while at the same time creating serious 
financial problems for the company involved. 

It may be old fashioned but it is nonetheless true that wages paid by telephone 
companies have simply got to be geared to the economy of the particular com- 
munity in which they are paid and have a relationship to wages paid for com- 
parable skills by other business. If an exchange of company A which has here- 
tofore had the benefit of the exchange exemption should be obliged to increase 
its wages beyond the level paid for comparable skills elsewhere in the community, 
that exchange is going to suffer a serious case of bad public relations with the 
managements of other enterprise and with subscribers generally. 

It is no solution to the problem presented by a need for higher revenue to 
say, “Go to your State commissions and get your subscriber rates increased.” 
Some of the reasons this is no solution are referred to in this statement. It is 
becoming harder to obtain rate increases. Because of inflationary conditions 
many companies in recent years have already been before regulatory commissions 
from 2 to 5 times for higher rates. There may be such a thing as the well going 
dry. It must be remembered that although in individual instances permission to 
increase rates might be obtained, there is no regulatory commission anywhere 
with power broad enough to require a telephone subscriber to keep his telephone 
if the cost is beyond his ability to bear. 

To put the exemption on a company basis instead of an exchange basis would 
introduce complexities and vexation in administration. The Wage-Hour Di- 
vision has been administering the exemption on an exchange basis since 1939 
(500 stations from 1939-50 and 750 stations since 1950). New concepts would 
have to be provided and become familiar both within Government agency and 
within the industry if a change were made. This would not be easy. 
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It is hoped that the reasoning and the information included in this letter will 
help you to better understand why it is felt that any change or removing of 
the 750-station exemption in the wage and hour bill would be detrimental to 
the overall telephone service of this State and the Nation. 

Your support and cooperation would be greatly appreciated. 

Very truly yours, 
MIDDLE STATES TELEPHONE Co., 
W. R. McGrew, District Manager. 


AMERICAN BAKERS ASSOCIATION, 
Washington, D. C., June 12, 1957. 
Hon. AUGUSTINE B. KEtiey, 
Chairman, Subcommittee on Education and Labor, 
House Office Building, Washington 25, D. C. 

DreaR Mr. KEtteY: In view of the uncertain status of the committee hearings 
on the Fair Labor Standards Act which has made it difficult to schedule the 
personal appearance of our witness, Mr. Alexander M. Grean, Jr., we are sub- 
mitting herewith the statement which Mr, Grean would have made had he ap- 
peared personally before the committee. 

This statement sets forth the position of the American Bakers Association 
with respect to certain of the proposed amendments to the Fair Labor Stand- 
ards Act; namely, the extension of overall coverage to activities “affecting com- 
merce”: elimination of the exemptions for driver salesmen, those with respect 
to whom the ICC has jurisdiction for safety of operation of motor vehicles and 
the retail exemption. 

Should there be further hearings on this legislation in the next session of 
Congress and if it appears desirable at that time to amplify our views as set 
forth in the enclosed statement, we would appreciate having the opportunity to 
have a witness appear personally before the committee at such time. 

Sincerely, 
JOSEPH M. CREED, Counsel. 


STATEMENT OF A, M. GREAN, JR. ON BEHALF OF THE AMERICAN BAKERS ASSOCI- 
ATION AND THE PRIVATE TRUCK COUNCIL OF AMERICA, INC. 


My name is Alexander M. Grean, Jr. I am vice president of the Ward Baking 
Co. with principal offices in New York City. 

I am appearing here today on behalf of the American Bakers Association 
which is the national trade association of the wholesale and home-service baking 
industry. The membership of the association ranges from the small one-plant 
company to mulitiplant companies having establishments in several market areas. 
Also included among its members are many retail bakeries. 

The baking industry is the second largest food-processing industry in the 
country. Its products are bread, cake, pies, cookies, and biscuits—among others. 
The industry is essentially local in its operations. Its products are either perish- 
able or semiperishable; and immediately after production are distributed in the 
local marketing area for resale to consumers. As an industry, we provide steady, 
stable employment at good wages to some 300,000 employees. 

In addition, in order to conserve the time of the committee, I have been 
requested to speak on behalf also of the Private Truck Council of America, Inc., 
714 Sheraton Building, Washington, D. C., of which my company is a member. 

The Private Truck Council of America, Inc., is a national nonprofit organiza- 
tion of all types of businesses, which operate motortrucks, not for hire but in 
the incidental course of their own businesses—in moving or delivering their own 
materials or products, or performing their own services. Such businesses of 
course include manufacturing, mining, processing, wholesaling, retailing, and 
servicing. Typical of the businesses which use their own trucks are bakeries, 
dairies, and soft drink businesses. The private motor vehicles so employed com- 
prise about 87 percent of the total property carrying vehicles in the country, and 
this combined membership in the council represents the ownership of over 1 mil- 
lion vehicles. No for-hire transportation interest or activity is represented in or 
by the council. 

In this statement we wish to comment on those proposals to amend the Fair 
Labor Standards Act which would: 

1. Extend the coverage of the act to “activities affecting commerce.” 
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2. Eliminate the exemption from section 7 in section 13 (b) (1) of employees 
with respect to whom the Interstate Commerce Commission has power to estab- 
lish qualifications and maximum hours of service pursuant to the provisions of 
section 204 of the Motor Carrier Act, 1935. 

3. Eliminate the exemption from sections 6 and 7 in section 13 (a) (1) of 
employees in the capacity of outside salesmen. 

4. Eliminate the exemption from sections 6 and 7 for retail bakery employees 
under sections 13 (a) (2) and (4). 

The Private Truck Council's concern is primarily with regard to Nos. 2 and 3 
above. 

ACTIVITIES AFFECTING COMMERCE 


We are opposed to the general extension of this act to “activities affecting 
commerce.” No need has been shown for such extension of coverage. Most 
bakery operators would be uncertain as to whether they are covered or not, if 
such new Criteria are to be enacted. They would act at their peril while awaiting 
determination from the Department of Labor or the courts as to his actual status 
under the law which might not be forthcoming for several years. Even under 
the present law there has been considerable litigation to determine coverage 
yet uncertainty and disagreement still persist in some areas. 

The Secretary of Labor, Mr. Mitchell, cogently stated the case in his testimony 
of February 25 when he advised this committee, “under the Fair Labor Standards 
Act, the line of coverage must be drawn as precisely and definitely as it can be, 
so that employers and employees may understand its application from the facts 
that they know. Wages have to be paid each pay period, and if the law applies, 
it must be complied with at that time.” 

In the baking industry the minimum wages far exceed the existing statutory 
minimum of $1 per hour and the average wage is much closer to $2 per hour. 
The percentage increase in wages of our employees and the increase in fringe 
benefits have in the large majority of cases exceeded those of other industries, 
We believe further extension of Federal control is not necessary and cannot be 
justified to meet the declared objectives of the act. 


OUTSIDE SALESMAN EXEMPTION 


The baking industry has approximately 100,000 driver salesmen who would 
be affected should the exemption for outside salesmen be eliminated. As has 
been pointed out by our association in previous congressional hearings on similar 
proposed amendments to this act, this exemption was inserted at the time of the 
act’s original passage because Congress recognized that the nature of the work 
of outside salesmen was sufficiently different from production workers and other 
categories covered by the act to justify their exemption. The nature of their 
work has not changed materially and the reasons for exemption are still valid. 
Bakery driver salesmen, as any other outside salesmen, sell products away from 
the place where they are manufactured. They are assigned to specific territories 
or routes where they sell to grocers or household consumers and receive com- 
missions on their sales. 

The earnings of a driver salesman are determined by the degree of ability, 
imagination, effort, and time he puts into his work. From the time he leaves 
the plant until he returns, he is completely on his own to do all the things that 
a successful salesman should do to promote the sale of his products. Usually, 
he has no fixed operating schedule. Generally, his sales and relations with his 
customers depend on their convenience, not his. As a result, he cannot be under 
a time clock regulation because the buyer—his customer—determines the hours 
the salesman must follow. It is impracticable to subject the outside salesman 
to any fixed number of hours because frequent and substantial variation in hours 
is inherent in the nature of merchandising and distributing bakery products. 

The salesman must be alert to changes in outlets in the area he serves. He 
must establish accounts in new outlets. Today, more than ever, he is competing 
with other foods for a share of the consumers’ food dollar. He must have the 
salesmanship to sell enough of his products to get his fair share of that dollar. 
He must merchandise by displaying his products in the stores and push point of 
sale advertising to promote sales to the consumer. In short, he is required by 
his individual efforts with his customers to gain and retain an established posi- 
tion for the products he sells. It is apparent that one who is engaged in such 
sales endeavors cannot and should not be controlled by regulated hours. In rec- 
ognition of his efforts the outside salesman receives a substantial return in the 
form of commission and guaranteed minimum weekly wage on his sales. 
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In this connection may I read an excerpt from an opinion of the United States 
Court of Appeals for the 10th Circuit : * 

“The reasons for excluding an outside salesman are fairly apparent. Such 
salesman, to a great extent, works individually. There are no restrictions re- 
specting the time he shall work and he can earn as much or as little, within 
the range of his ability, as his ambition dictates. In lieu of overtime, he ordi- 
narily receives commissions as extra compensation. He works away from his 
employer’s place of business, is not subject to the personal supervision of his 
employer, and his employer has no way of knowing the number of hours he works 
per day. To apply hourly standards primarily devised for an employee on a 
fixed hourly wage is incompatible with the individual character of the work 
of an outside salesman.” 

In the baking industry various commission arrangements for outside salesmen 
are used. A common arrangement is a base amount plus commissions on all sales 
over a specified dollar amount with a weekly minimum amount guaranteed ; or 
it can be entirely on a commission basis. Most arrangements have been developed 
over long periods of time through collective bargaining between the baker and 
the employees’ unions. The unions with which the baking industry negotiates 
have recognized the impracticality of overtime payments for driver salesmen 
and have not insisted on such payments in their contracts. The imposition of 
inflexible and impractical Government regulations on the activities of driver- 
salesmen, such as overtime penalties, might impel the baking industry against 
its will to displace driver-salesmen and substitute individual independent dis- 
tributors who, not being employees, would be free from wage-and-hour control 
under the Fair Labor Standards Act and also from union organization. 

Approximately 75 percent of the driver-salesmen in the baking industry are 
covered by union contracts. Only about 10 percent of these contracts provide for 
overtime payments for these driver-salesmen and all of these contracts are on 
the west coast. It can readily be seen that the unions are not pressing for over- 
time payments for driver-salesmen in the baking industry. As a matter of fact 
in most cases driver-salesmen such as in the baking industry and dairy industry 
are not in the usual truckdrivers’ locals but are in separate driver-salesmen’s 
locals. 

Most driver-salesmen today receive in addition to direct wages various fringe 
benefits such as payments to pension funds and participation in health and wel- 
fare programs. Average weekly earnings are in excess of $100. Many earn far 
more than that. Because of the individual character of his work, it follows that 
any restrictions placed on the salesman’s hours of operation will necessarily cur- 
tail and reduce his earnings. This would assuredly happen if the exemption for 
outside salesmen from the application of sections 6 and 7 of the Fair Labor 
Standards Act as presently provided for under section 13 (a) (1) is eliminated. 
Additionally, elimination of this exemption would impose severe hardship and 
administrative difficulties on the employer. It would reduce the effectiveness of 
his sales organization by restricting his hours and produce morale problems by 
curtailing the salesmen’s income. We urge, therefore, that this exemption be 
retained. 

MOTOR CARRIER EXEMPTION 


The exemption provided in section 13 (b) (1) for employees subject to the pro- 
visions of the Motor Carrier Act was originally inserted to avoid any conflict with 
the safety program adopted by the Interstate Commerce Commission in carrying 
out its duties under that act. Certainly, today, with hazards of the highway in- 
creased one hundredfold since passage of the original act in 1938, such an exemp- 
tion would appear to be even more necessary and desirable than when originally 
established. The Interstate Commerce Commission has stringent requirements 
to be observed by individuals whose activities affect the safety of operation of 
motor vehicles. Particularly is this true with respect to driver-salesmen who are 
required to have a most detailed physical examination every 36 months. 

A motor vehicle becomes a dangerous weapon if its driver is not continually 
alert. Thus the ICC has requirements on the drivers’ hours for safety reasons. 
The Commission’s safety regulations have given a protection to all highway users 
which transcends the objectives of the Fair Labor Standards Act and at the same 
time does nothing to minimize the benefits for those who are exempt compared 
with those who are not exempt from the act. As this Committee knows, the 
exemption does not apply to the minimum wage but only to the hours worked. 





1 Jewel Tea Co. v. Williams et al., 118 F. (2d), 202, 207 (1941). 
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In the absence of any compelling reason it appears that the interest of the 
public as well as those who are now exempt under section 13 (b) (1) will best be 
served by continuing this exemption. 


RETAIL ESTABLISHMENT EXEMPTION 


Finally, we would urge that no change be made in the exemption provided for 
employees of retail bakeries. The reasons to retain this exemption have been 
covered at great length by other witnesses. To eliminate the exemption for this 
group from the overtime provisions of the act would only cause very serious 
problems for their handcraft bakeries. Efforts to extend further Federal Govern- 
ment control into operations which always have been and always should be con- 
sidered local operations are strongly deplored. 

The American Bakers Association and the Private Truck Council of America 
urge this committee to reject all of these proposed amendments to the Fair Labor 
Standards Act as unnecessary, unrealistic, and economically unsound. 


Davy, W. Va., April 17, 1957. 
Congresswoman ELIZABETH KEE, 
House Office Building, Washington, D. C. 

Dear Mrs. Kee. I would like very much to ask your cooperation and help in a 
matter which is of vital importance to me and to many others like myself who 
are employed here in Welch, W. Va 

I understand that the wage-and-hour bill is to come up for a vote in a very short 
time. I further understand that the Welch Chamber of Commerce is strongly 
protesting passage of the bill, and for that reason I would appreciate it very 
much if you would use your vote and influence to see that the bill is enacted. 

My position is this: I am a clerk in a Welch chainstore. My work is hard and 
my hours are from 9 to 5 each weekday and from 9 to 8 each Saturday. I have 
held this job for the past 13 years. My pay is very inadequate and raises are few 
and far between. Now, I ask you, Mrs. Kee, could you manage to live on $130 
per month? 

I and my family have been lifelong Democrats and have supported you and 
your late husband in all of your endeavors. 

I do not feel that I am asking too much because, with the standard of living 
as high as it is today, it is impossible for me to get along on the salary I receive, 
and I can assure you that there are many others here who feel just as I do. The 
merchants prosper because of the high wages paid the mine employees, while pay- 
ing us clerks substandard wages. For the above reasons, I assure you I would 
appreciate it very much if you would lend all your support to the passage of this 
bill. 

Thanking you in advance for your help and consideration, I am 

Sincerely yours, 
Mr. BuNpby Foy. 


Davy, W. VA., April 17, 1957. 
Congresswoman ELIzARETH KEE, 
House Office Building, Washington, D. C. 

Dear Mrs. Kee: I would like very much to ask your cooperation and help in 
a matter which is of vital importance to me and to many others like me here 
in Welch. 

I understand that the wage-and-hour bill is to come up for a vote in a very 
short time. I further understand that the local chamber of commerce is strongly 
protesting passage of the bill and for that reason I would appreciate it very much 
if you would use your vote and influence to see that the bill is enacted. 

I am a clerk in a local chainstore. My work is hard and my hours are from 
9 to 5 each weekday and from 9 to 8 each Saturday. My pay is very inadequate 
and raises are few and far between. 

I do not feel that I am asking too much because with the standard of living 
as high as it is today, it is impossible to get along on $35 per week. I can 
assure you that there many others here who feel just as I do. 

I and my family have been lifelong Democrats and have supported you and 
your late husband in all your endeavors. 
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I wish it were possible that I could speak with you personally. I enjoyed 
meeting you during the campaign. Hope you will make another trip to Davy in 
the near future. 

Thanking ,ou in advance for your help and consideration, I am 

Sincerely yours, 
Mrs. Boyp Lucapo. 


STATEMENT OF RALPH HELSTEIN, PRESIDENT OF THE UNITED PACKINGHOUSE 
WORKERS OF AMERICA, AFL—CIO, IN Support or H. R. 4575 AND S. 1267 


In this brief statement the discussion will be limited to indicating several im- 
portant areas of interest which afford persuasive evidence demonstrating why 
the United Packinghouse Workers of America, AFL-CIO strongly supports 8. 
1267 and H. R. 4575, identical bills to extend coverage of the Fair Labor Stand- 
ards Act. 

First, we support these bills because they extend coverage to an estimated 
1.5 million of hired agricultural workers. In such widely separated areas 
as Louisiana, Florida, Arizona, California, and Puerto Rico, our organization 
has encountered the kind of direct and firsthand experience which drives home 
to us the crying need for the kind of protection on behalf of farm workers which 
could be obtained at present only through an amended Fair Labor Standards Act. 
The dominant position of large growers—whether of sugarcane in Louisiana, 
Florida, and Puerto Rico, or of lettuce in California or melons in Arizona- 
historically has operated as a roadblock against any significant improvement of 
wages and conditions for the workers in large-scale and, frequently, corporate 
agriculture. Since the plantation system in growing sugarcane has continued 
to rule in the South, with most of the workers Negroes, the customary substand- 
ard wages and conditions have become firmly entrenched. 

In California and Arizona, where migratory labor is heavily relied upon, there 
also substandard conditions are perpetuated in a vicious circle. Prevailing wages 
are determined for workers whose bargaining power is extremely weak; in part 
because they are migrants and often because they are Spanish-Americans or 
members of some other minority group fearful of being victimized because of their 
racial or national origins. 

Substandard wages having been found as “prevailing,” “labor shortages” in 
respect to local labor can be “proven.” Whereupon the stage is set to make 
a superficially persuasive case for bringing workers from Mexico, or, in the 
case of Florida, from the British West Indies. 

This vicious circle, with its seeming plausible basis, can only be broken by the 
kind of remedial legislation that is embodied in the bills we are here supporting. 
We are frank in stating that the exemption proposed in these bills—as an ulti- 
mate goal—is too liberal. The language of the bills on this point provides cover- 
age for any employee employed in agriculture during any calendar quarter by 
a farm enterprise which used less than 400 man-days of hired farm labor during 
each of the preceding 4 quarters other than labor performed by members of 
the family of a farmer-operated enterprise. 

In time, we trust that coverage would be broader than that established by the 
language just quoted—making an exception, of course, for family labor as defined 
in the bills. But as a first long step in the right direction, the proposed exten- 
sion of coverage is much to be desired. To discriminate against farm workers in 
large-scale and typically highly profitable agriculture, as provided in the present 
act, is inequitable and inexcusable. The present double standard which operates 
to the great disadvantage of these workers should end at once. 

Next, we strongly urge the end of the 14-week exemption periods as to overtime 
for cannery workers. Existing law is a severe burden on these seasonal workers 
whose incomes are already entirely inadequate. Inasmuch as women provide 
the bulk of seasonal cannery workers, what amounts to the encouragement of 
overtime under the act as it is now written, is doubly objectionable. 

We also strongly favor the extension of coverage into the kinds of food and 
fiber processing which are now exempted because they are allegedly “in agri- 
culture.” 

These bills, themselves, do not seek to increase the minimum wage to $1.25 
an hour, an improvement whose benefits would have a great and beneficial im- 
pact, particularly in the South; and for local merchants as well as for great 
numbers of workers. But to the degree that workers not now covered are re- 
ceiving less than $1, it must be recognized that an abnormally large proportion 
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of them are in the South. And this sizable group is not by any means confined 
to agriculture. Therefore, we recognize that the proposed extensions of cov erage, 
as contained in these bills, have special meaning, in practical terms, for the 
South. To the degree, moreover, that such extensions of coverage would facilitate 
the transition to a legal minimum of $1.25, the bills here under consideration are 
entitled to wholehearted support. 

In conclusion, we must emphasize that the extensions of coverage that are con- 
tained in this bill, including those in clerical and related types of employment, 
are urgently needed in order to eliminate longstanding illogical and inequits ible 
mistreatment of millions of hard working but underpaid Americans. 


RESOLUTION 


The Independent Theatre Owners of Arkansas in an open meeting of its gen- 
eral membership at the annual convention in Hot Springs, Ark. unanimously 
passed the following resolution with reference to an extension of the Federal 
minimum wage regulation to include theaters : Therefore, be it 

Resolved, That the Independent Theatre Owners of Arkansas in its annual 
convention duly convened at Hot Springs, Ark. on April 1, 1957, unanimously 
voices its objection to any revision of the minimum wage regulation to include 
motion picture theaters. The motion picture Theater in its present distress and 
even in times of normal business cannot compete with large corporations who 
may absorb wage increases by raising the price of their product. 

The convention strongly feels that such a regulation of law to be unfair and 
unjust since the daily wage now paid to each employee is in keeping and in 
line with the salaries of those who are in position of management. It further 
states that the present wage scale is in keeping with the cost of living in the 
South and the average employee effected by such regulation is an unskilled 
worker. The turnover of employees in this group is tremendous throughout any 
1 year. The employee in this bracket in most theaters is a part-time employee, 
who, of necessity, can be replaced with no previous training; be it further 

Resolved, That a copy of this resolution be sent to both Senators and to each 
Congressman representing the various districts of Arkansas, 

(Signed) INDEPENDENT THEATRE OWNERS OF ARKANSAS, 
J. Frep Brown, President 
NONA WHITE, Necre tary Treasurer. 


luKA, Miss., June 
Mr. A. Regis KELLEY, 
Clerk, Subcommittee on Labor Standards, 
House Office Building, Washington 25, D.C. 
DeaR Sir: I am in the pulpwood business at Iuka, Miss., in Tishomingo County, 

It is 36 miles from one end of this county to the other and wood comes from 
all over, plus some adjoining counties. Within a year I may buy wood from 250 
individuals. Some come in rather regularly but others bring in wood just every 
few weeks, or months. 

I am concerned about the proposed removal of the 12-man exemption now 
provided under FLSA because mine is a one-man business and I could not keep 
up with the hours and wages of every man who looks to me as his market for 
selling pulpwood. To comply with such a law, I estimate I would have to hire 
12 supervisors and take care of their travel expenses. This I couldn’t afford and 
I would be left with these alternatives: 

Run the risk of breaking the law. I wouldn’t do this because I am a law- 
abiding citizen and I have never been in jail. 


2. Curtail my business and buy only from the larger operators who are already 
clearly operating within FLSA This would mean I would have to put out of 


business 90 percent of the oper rators who now cut and haul wood to me at Iuka. 

3. Go out of business completely. 

I do not believe it is the intent of any Member of Congress to put people out 
of work and penalize small-business men just because they are small. I respect- 
fully urge the committee members not to bring about a law that would do this. 

Very truly yours, 
JOE W. THOMPSON 
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STATE OF CONNECTICUT, 
LABOR DEPARTMENT, 
Hartford, Conn., June 4, 1957. 
Hon. AUGUSTINE B. KELLEy, 
Chairman, Subcommittee on Labor, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN KELLEY: My telegram to you expressing regret because of 
my inability to testify personally on proposed amendments to the Fair Labor 
Standards Act also mentioned that I would forward a complete statement of my 
position. I am enclosing a copy of my views for the consideration of yourself 
and members of your subcommittee. 

May I compliment you on your position in this matter and wish you success in 
your fight to improve the standards of our lower paid workers. 

Sincerely yours, 
RENATO E. Riccrvutt, 
Commissioner. 

It is my opinion that Congress should extend the coverage under the Fair 
Labor Standards Act and include as many employees as possible. The passage 
of such a bill would not affect the employees to a great extent in the State of 
Connecticut, unless it had an overtime provision. 

In the State of Connecticut, the minimum wage law is being increased to $1 
per hour on July 1, 1957. This includes most employees not covered by the 
Fair Labor Standards Act, with the exception of the hotel and restaurant in- 
dustries which have a minimum of 75 cents per hour. Those not covered by a 
minimum wage law are summer camps, resort hotels, domestic service in or 
about a private home, governmental employees, and agricultural employees. If 
the Federal law is extended to cover large agricultural concerns, it would affect 
the tobacco industry in the State of Connecticut, employing approximately 15,000 
to 18,000 workers during the season, and all restaurant and hotel workers. 

At the present time, only four industries in Connecticut have overtime provi- 
sions. These are the mercantile, laundry, cleaning and dyeing and beauty shop 
industries, and they provide for time and one-half the employee’s regular rate 
of pay for hours worked in excess of 44 per week in the mercantile and laundry 
industries, and time and one-half the employee’s regular rate of pay for all 
hours worked in excess of 45 per week in the cleaning and dyeing industry. It 
has been very difficult to obtain premium rates for overtime by the wage-board 
method, and the number of hours at which overtime starts was never considered 
to be satisfactory to this department. , 

It is my opinion that all industries in the State could be put on a 40-hour week 
with premium time in excess of the 40 hours without upsetting the economy. 
At the present time, the $1 per hour minimum in this State is barely enough to 
maintain a person. This must be true in other parts of the country, and there 
certainly is a great need for such legislation. 

At the present time, we receive complaints from employers, especially along 
our borders, that our minimum wage is higher and, therefore, it is difficult for 
them to compete with employers in neighboring States. This situation, in 
effect, penalizes the employers in our more progressive States. If this condition 
exists in Connecticut, it certainly must exist to a greater extent where States 
that have a minimum wage border on States which do not have a minimum wage. 
This is one of the disadvantages of having the minimum wage law administered 
by the States. 

We have found in Connecticut that it is time consuming and an expensive 
proposition to make surveys for wage boards or hearings in order to promulgate 
a wage order. After a wage order has been promulgated, there is always the 
risk of having it challenged due to some technicality as has happened in a couple 
of cases in this State. In one case, we were upheld in the courts and in another, 
it was necessary for us to vacate a wage order. This position is not unique in 
the State of Connecticut. If the records of the other States were examined, I 
believe such an examination would show that they also have had considerable 
litigation. 

In the interest of uniformity of the minimum wage, premium overtime, and 
enforcement, I am heartily in favor of extended coverage under the Fair Labor 
Standards Act. 
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STATEMENT OF ALBERT J. FITZGERALD, GENERAL PRESIDENT, UNITED ELEcrRicat, 
Rapio & MACHINE WORKERS OF AMERICA (UE) 


It is the view of the United Electrical, Radio and Machine Workers of America 
(UE) that Congress should move at once for widespread improvements in the 
Fair Labor Standards Act by (1) expanding its coverage to at least 10 million 
additional workers; (2) raising the minimum wage to $1.50 an hour; and (3) 
reducing the standard workweek from 40 to 35 hours per week. The UE vigor- 
ously supports the Kelley-Morse bills (H. R. 4575 and 8S. 1267) for the widespread 
extended coverage of the Fair Labor Standards Act, H. R. 556 and H. R. 3230 
introduced by Congressman Barrett (Democrat, Pennsylvania) and Congress- 
woman Green (Democrat, Oregon) to raise the minimum wage to $1.50 an hour, 
and S. 1217 and H. R. 4695 introduced by Senator McNamara (Democrat, Michi- 
gan) and Congressman Roosevelt (Democrat, California) which would reduce 
the standard workweek to 35 hours. 

At the outset, I want to state that the UE considers the proposals of Secretary 
of Labor Mitchell, for token extension of Fair Labor Standards Act coverage, as 
rank political deception. In repeated statements, President Eisenhower and 
other administration spokesmen have appealed to the worker voters of the coun- 
try on the basis of their alleged support of significant coverage improvement in 
the minimum wage-and-hour law. The recommendations of Secretary Mitchell— 
the administration’s proposed extension of coverage to less than 2 million addi- 
tional workers—is a puny peanut proposal. The scandalous aspect of the admin- 
istration’s program is its demand that even this meager coverage extension will 
convey only the minimum wage benefits and will not extend maximum hour pro- 
tection. In this proposal, the administration would introduce a dangerous 
precedent of cutting up the benefits of the Fair Labor Standards Act, and would 
put in a specific legislative proposal the proposition that millions of American 
workers should be working 60 to 70 hours a week at regular time provisions, 
This proposal by a presumed “modern Republican” is a throwback to the most 
reactionary corporate attacks aimed at minimum wage-and-hour legislation. 
Above all, this administration recommendation utterly betrays the promises it 
held out to the people in repeated election campaigns and is a classic example 
of political duplicity. 

The UE recognizes the fact that the Senate and House Labor Committees, in 
agreement with some supporters of wage-and-hour improvements, are limiting 
the current hearings to the question of extending coverage. The UE accepts this 
practical situation with the misgiving that such an arrangement may in actuality 
result in long deferment of congressional conideration of other areas of seriously 
needed improvement in the wage-and-hour legislation. In our view, the subject 
of the wage-and-hour improvements are of such importance that simultaneous 
consideration could practically and effectively be given to other major areas of 
the legislation, in addition to coverage. Consequently, before discussing the 
question of extended coverage, it is desired to emphasize to the committee the 
urgency of attention to improvements in the wage-and-hour provisions of the 
Fair Labor Standards Act. 





RAISE MINIMUM WAGE TO $1.50 PER HOUR 


If the Federal Fair Labor Standards Act is to have any genuine effectiveness 
in achieving its stated goal of eliminating “conditions detrimental to the main- 
tenance of the minimum standard of living necessary for the health, efficiency, 
and general well-being of workers,” it must move at once to raise the present 
minimum from $1 per hour to $1.50 per hour. On the assumption of 2,000 hours’ 
work in a year, an optimistic anticipation of work regularity, under the present 
standards a minimum-wage worker would have an annual gross income of $2,000 
per year. With the minimum raised to $1.50 an hour, such a regularly employed 
minimum-wage worker would have a gross annual income of $3,000 a year 

The present $1 an hour minimum is at the very best a starvation minimum 
wage. With today’s cost of living, a worker with a minimum of $1.50 an hour 
would have a most difficult time in maintaining even substandard conditions for 
his family. It is absolutely impossible to maintain a family on the basis of the 
present poverty-level minimum wage of $1 an hour 

These strong characterizations are irrefutable, if any attention whatsoever is 
paid to conservatively calculated minimum-worker budgets. The city worker's 
family budget of the Department of Labor requires about $4,500 a year income 
to maintain an average American family of four people. The moderate budget 
for such a family, calculated by the Heller Committee for Research in Social 
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Economics at the University of California, would require $5,600 a year gross 
jncome. 

Obviously, the present minimum wage does not establish the basis for a level 
of living equal even to 50 percent of that defined by the Federal Government 
itself as the minimum necessary to provide a “modest but adequate” standard of 
living. It provides barely 35 percent of the Heller budget for a city-worker 
family. The present $1 minimum level is a poverty level and the Congress should 
move as a matter of urgent priority to its improvement to at least $1.50 an 
hour. 

To the cries of alarm at such a proposal by marginal and substandard plants, 
it must be said that in our modern American advanced economy there should 
be no place for any industry that requires, as a condition of its existence, the 
maintenance of starvation wage levels. Whatever problems the establishment 
of a higher minimum level might create must be adjusted on some basis other 
than the perpetuation of poverty minimum-wage levels for American workers. 

It is the view of the UE that this matter cannot be further postponed. The 
question of raising the minimum wage needs to be handled not only as a matter 
of humanity within our economy, but as a matter of building the purchasing 
power foundations which are absolutely essential if our mass production indus 
tries are to continue to operate. 


THE °'5-HOUR WEEK 


Almost 20 years ago, when the Fair Labor Standards Act was passed, the 
standard 40-hour week was established. In this 20-year period, there has been 
widespread advance in productivity through increasing mechanization and au 
tomation of industry. There has been a rapid growth of our population. But 
over this entire period there has been no reduction in the standard work-week. 

The entire labor movement is now seeking the reduction in hours of labor as 
a major goal. This is made necessary to avoid unemployment in our increas 
ingly efficient economy and in order to spread the benefits of leisure to the work 
ing people. It is urgent that this committee turn its attention to this entire 
matter, and seek to match legislation governing the hours of work with both 
the advances in our economy and the trends well underway in collective-bargain 
ing agreements affecting hours of work. 

As Senator McNamara and Congressman Roosevelt said, in the joint state- 
ment they issued upon the introduction of their bills to reduce the workweek 
from 40 to 35 hours 

“We have joined in introducing legislation to reduce the maximum workweek 
in interstate industry from 40 to 35 hours because we believe that it is of the 
utmost importance for Congress to give early consideration to problems growing 
out of the increasing mechanization of industry on the one hand and the rapid 
growth of population on the other. * * * 

“At various times Congress has undertaken to review the minimum wage level 
prescribed in the wage and hour law, and it is currently engaged in the impor 
tant task of studying the possible extension of the law to as many as possible of 
the millions of wage earners who have thus far been denied its protection As 
the level of our economy has risen, however, and the productivity of industry has 
increased, according to Federal Reserve statistics, from 1947 to 1956, by almost 
50 percent, little attention has been paid to the maximum hours standard pro 
vided for in the Fair Labor Standards Act. It is high time that such a study was 
undertaken by Congress” (Congressional Record, Feb. 25, 1957, p. 2260) 

Since this committee is not actually considering shorter work-week legisla 
tion, I will not detail the arguments of the UF in support of such legislation at 
this time. I do wish to stress the urgency of your committee’s giving active 
consideration to this matter and, on behalf of the UF, I most strongly express 
the desire that the bills providing for a shorter workweek not be pigeonholed 
in this session of Congress. In our view, Congress will be derelict in its duties 
if it fails to seriously study this aspect of improvement in the minimum wage 
and hour law. 


EXTEND COVERAGE TO 10 MILLION MORE WORKERS 


Under the present terms of the Far Labor Standards Act, approximately 24 
million workers are covered, while 20 million who could be covered do not have 
the benefits of this protective legislation. The 20 million workers not covered 
by the present minimum wage and hour law include 45 percent of all wage and 
salary earners. The sections of our working population who most need such 
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legislative protection are the very workers not now covered by the law. It is 
widely recognized that workers in retail stores, laundries, hotels, and farm la. 
borers are relatively unprotected by collective bargaining agreements and are 
very widely exploited with low wages and bad working conditions, These are 
the -very workers who most need protection and who would be covered by the 
Kelley-Morse bills. 

Thus, in terms of actual and direct need, much less than 50 percent of Ameri- 
can workers are presently covered by the Fair Labor Standards Act. Moreover, 
it is perfectly clear that the various limited state wage and hour protective meas- 
ures do not provide any meaningful protection to these particular groups not now 
covered by Federal legislation. 

No major improvements in wage and hour law coverage have occurred during 
the life of the legislation. As a matter of fact, in 1949 when the minimum wage 
was raised from 40 cents to 75 cents, much of the advantage gained was nulli- 
fied by new coverage definitions that excluded several million workers from the 
protection they had formerly enjoyed. 

It is long overdue to extend the floor of our economy that is provided by the 
minimum wage and hour law. The ultimate goal must be universal application 
of minimum wage and hour standards to all wage and salary workers in the 
country. In the practical legislative situation, the UE emphasizes the following 
two recommendations: 

1. Adoption of the Kelley-Morse bill proposals for extending Fair Labor Stand- 
ards Act coverage to an additional 10 million workers, and 

2. Complete and unqualified opposition to any proposals to extend only partial 
benefits to newly covered groups of workers. 


CONCLUSION 


It is the view of the UE that the health and success of our economy is to be 
defined more by the standards of our minimum levels of our work and living 
than by the heights attained by the most fortunate sections of our population. 
This is true in terms of welfare consideration of the people. It is our conviction 
that it is also true in terms of the stability and security of our economy. We 
cannot secure full employment and a stable economy so long as millions of Ameri- 
can workers are employed at starvation levels of pay. Congress should turn 
to extensive improvements in the wage, hour, and coverage provisions of the 
Fair Labor Standards Act as a matter of urgency for the general welfare of our 
country. 


NATIONAL COUNCIL OF THE CHURCHES OF CHRIST 
IN THE UNITED STATES OF AMERICA, 
GENERAL DEPARTMENT OF UNITED CHURCH WOMEN, 
Washington, 16, D. C., June 17, 1957. 
My Dear Mr. KELLEY: I am enclosing copies of the testimony which I would 
like to have given on behalf of United Church Women in regard to the Fair Labor 
Standards bill. I am sorry I had to be out of the city on the day when I might 
have appeared. 
I will be grateful if this testimony can be included in the record. 
Sincerely yours, 
CYNTHIA C, WEDEL. 
Mrs. T. O. WEDEL. 


STATEMENT BY Mrs. T. O. WEDEL, PRESIDENT, UNITED CuuURCH WoMEN 


The General Department of United Church Women is a department of the 
National Council of the Churches of Christ in the United States of America. 

As church women we wish to express our great interest in H. R. 4575 and 
our earnest hope that it will be passed unanimously by your committee. Our 
great concern has been with the lack of coverage and protection of the present 
legislation to the millions of workers not now covered by the law. We have long 
been aware that these persons are not members of unions and are not protected 
by state minimum wage legislation although other workers have enjoyed better 
wages with which to offset the higher costs of living. To our certain knowledge 
there are large numbers of these employees who are earning less than a dollar 
an hour. 


des 


eal 
, 


to 

go 
vic 
er: 
fo 
vo 


H 


=< — — 


[t is 
1 la. 
are 
are 
the 


eri- 
ver, 
PaS- 
10W 


‘ing 
age 
li- 
the 


the 
ion 
the 


ing 
nd- 


ial 


be 
ng 
on. 
on 
Ve 
ri- 
rn 
he 
ur 


FAIR LABOR STANDARDS ACT 1509 


We are shocked that the Secretary of Labor in his proposals for the adminis- 
tration made no recommendation for the relief of agricultural workers who are 
in the greatest need due to seasonal and part-time employment. We are glad to 
note that H. R. 4575 does remove the exceptions against this and other groups. 
The categories of workers for which the legislation is proposed are in the most 
desperate need because many of them are paid far below a living wage and are, 
in fact, unable to live on their current income without incurring heavy debts. 
These are the persons who go without proper food, without medical and dental 
care, and yet are needed in our working force in this country. 

We, as church women, citizens, and consumers, do not wish goods and services 
to be supplied to us at the high social cost which these conditions imply. These 
goods and services are partially paid for through public assistance funds pro- 
vided by the taxpayer or through ill health and impaired family life of the work- 
ers who render the services and produce or sell the food, clothing, and other items 
for our daily needs. In order to right such unfair inequities, we urge a favorable 
yote on H. R. 4575. 





COMMONWEALTH OF PENNSYLVANTA, 

DEPARTMENT OF LABOR AND INDUSTRY, 

Harrisburg, June 18, 1957. 
Hon. AUGUSTINE KELLEY, 
Chairman, Subcommittee on Labor Standards of the 
Committee on Education and Labor, 
House of Representatives, Washington, D. C. 

DEAR CONGRESSMAN KELLEY: When I appeared before you on June 3, 1957, at 
the hearing on the extension of coverage of the Fair Labor Standards Act, you 
requested that I forward to you any studies which we have made concerning 
hours of labor. 

I regret to inform you that we have no such studies at present. 

I am, however, sending you two copies of a study on wage rates of women and 
minors in retail trade in Pennsylvania as of July 31, 1956. Should you desire 
additional copies, we shall be glad to forward as many as you may need. 

Sincerely yours, 
WiiiiAm L. Bart, Jr., 
Secretary of Labor and Industry. 


Wace RATES OF WOMEN AND MINORS IN ReTAIL TRADE IN PENNSYLVANIA AS OF 
JULY 31, 1956 


Act No, 248, May 27, 1987, Public Law 917, empowers the department of labor 
and industry to establish minimum fair wage schedules for women and children 
employed in the Commonwealth of Pennsylvania. This law, in effect, supple- 
ments all Federal legislation pertaining to minimum wages. It does not, how- 
ever, affect the minimum wages paid to male workers of the age of 21 and over 
in those occupations not covered by Federal enactment. 

This report is submitted pursuant to section 6, part 2 of the aforementioned 
act that “the department shall present to a wage board promptly on its organiza- 
tion all the evidence and information in its possession relating to the wages of 
women and minor workers in the occupation or occupations for which the wage 
hoard was appointed and all other information which is deemed relevant to the 
establishment of a minimum fair wage for such women and minors.” 

The department having received numerous complaints regarding wages paid 
women and minors in retail trade, it was decided that an investigation of this 
nonmanufacturing industry was in order. The results of this investigation are 
found in the following pages: 

PART I 


Retail trade is the most widely distributed industry in Pennsylvania. With 
the possible exception of one township in Bradford County, there is not a city, 
borough or township within its borders in which retailing in one form or another 
does not exist. 
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The Federal Security Agency in its Industrial Classification Code, which has 
been adopted in Pennsylvania, divides retail trade into the following categories: 





















































Group No. 

581 Department stores. 

532 Mail-order houses, general merchandise. 

533 Limited-price variety stores. 

534 Dry-goods stores. 

539 Retail general merchandise, not elsewhere classified. 

541 Grocery stores, with and without meat. 

542 Meat and fisk markets (including seafood). 

543 Fruit stores and vegetable markets. 

544 Candy, confectionery, and nut stores. 

545 Dairy-products stores and milk dealers. 

546 Liquor stores. 

D49 Miscellaneous retail food. 

551 Motor-vehicle dealers—new and used cars. 

552 Motor-vehicle dealers—used cars only. 

553 Accessory, tire, and battery dealers. 

554 Secondhand tires, accessories, and automotive parts dealers. 

559 Automotive dealers, not elsewhere classified. 

561 Men’s and boys’ clothing and furnishings stores. 

562 Women’s ready-to-wear stores. 

563 Women’s accessory and specialty stores. 

564 Children’s specialty and infants’-wear shops. 

565 Family clothing stores and clothing stores not further described. 

566 Shoestores. 

567 Custom tailors. 

568 Secondhand clothing and shoestores. 

569 Miscellaneous retail apparel and accessories. 

571 Furniture, home furnishings, and equipment. 

572 Drugstores. 

573 Hardware and farm implements. 

574 Paint, glass, and wallpaper stores. 

575 Electrical and gas household-appliance stores and radio dealers. 

576 Secondhand stores, not elsewhere classified. 

577 Farm and garden supply stores. 

578 Fuel and ice dealers. 

579 Retail trade, not eleswhere classified which includes: Book and stationery 
stores, sporting-goods stores, including bicycle shops, florists, cigarstores, 
newsdealers and newsstands, jewelry stores, aircraft, boat, and motor- 
cycle dealers, heating equipment dealers, and retail stores, not elsewhere 

classified. 


Industry 






This classification will be used throughout this report. 
Many of the above categories provide little or no employment for female 
workers except in a clerical capacity. The same is true for minor workers. 
Some seasonality exists in the employment of workers in this industry. This 
occurs mainly in the more populous areas during the Christmas season and is 
confined largely to the sales force. A few establishments also give some employ- 
ment to part-time workers. 


PART II 








That the Department might have first-hand information regarding wages paid 
to women and minors, it was decided that investigators from the Bureau of 
Women and Children should call on a certain group of employers in retail trade 
and ascertain the wages paid to each female or minor worker together with the 
hours worked and such other information as might be helpful in guiding a wage 
board in its formulation of a minimum wage. It was decided to use a 10-percent 
sample of all retail employers in each of the 67 counties with the exception of 
Allegheny and Philadelphia. In Allegheny a 5-percent sample and in Philadelphia 
21%4-percent sample would be used. This sample was taken at random from the 
employers listed with the Bureau of Employment Security. In addition, a select 
sample of 100 establishments was taken to insure a coverage of the larger chain 
outfits doing business within the State. These 100 establishments applied to che 
individual outlet rather than all outlets of any given corporation. The total 
sample includes only those retail categories where the employment of women 
and/or minors predominated. This eliminated automobile dealers, automobile 
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accessories and parts, service stations, pawnships, furniture and appliance stores, 
hardware and farm implement stores, fuel and ice dealers, feed stores, and 
similar establishments. 

The investigators were instructed to secure all their information for the pay 
period which ended July 31, 1956. 

Inasmuch as the list of employers from which the sample was taken contained 
no information regarding the number of women or minors employed, it was to be 
ext ‘cted that many of the employers contacted would be found to give employ- 
ment to adult males only. Furthermore, it was also anticipated that a number 
of employers would have ceased doing business in the short interim between the 
time the list was established and the date when the investigators called. The 
random sample totaled 2,150 employers. This, with the 100 establishments in i 
the select sample, made a total of 2,250 employers. Hach county was repre- 
sented but not all branches of retail trade were included among those estab- 
lishments in the less populous counties. It was found when the final returns 
were in from the investigators that approximately one-fourth of the employers 
gave no employment to women or minors and approximately 75 had ceased to do 
business or for other reasons were unsuited for this study. While the sample 
was small, it was adequate and the results as shown in the various tabulations 
proved that all branches of retail trade had been covered thoroughly. 

The average monthly employment in retail trade in Pennsylvania approxi- 
mates 500,000 persons. The total employers of those firms investigated in the 
survey were 13,991. Of these 49.7 percent were women; 8.3 were male minors, 
and 5.7 percent were female minors. 

The State was divided into six geographical sections, namely, northeast, 
southeast, north central, south central, northwest, and southwest. These sections 
were composed of the following counties: 

Northeast : Carbon, Columbia, Lackawanna, Luzerne, Monroe, Montour, North- 
umberland, Pike, Schuylkill, Susquehanna, Wayne, and Wyoming. 

Southeast: Berks, Bucks, Chester, Delaware, Lancaster, Lebanon, Lehigh, 

Montgomery, Northampton, and Philadelphia. 

North central: Bradford, Center, Clinton, Lycoming, Potter, Snyder, Sullivan, 
Tioga, and Union. 

South central: Adams, Bedford, Blair, Cumberland, Dauphin, Franklin, Fulton, 
Huntingdon, Juniata, Mifflin, Perry, and York. 

Northwest: Cameron, Clarion, Clearfield, Crawford, Elk, Erie, Forest, Jeffer- 
son, McKean, Mercer, Venango, and Warren. 

Southwest: Allegheny, Armstrong, Beaver, Butler, Cambria, Fayette, Greene, 

Indiana, Lawrence, Somerset, Washington, and Westmoreland. 




































PART III. DISTRIBUTION OF WAGE RATES 











A tabulation of the various wage rates at 5-cent intervals was made from 
the information furnished by the field investigators who visited the various 
employers in the sample. These results of this tabulation are set forth in charts 
1A and 1B. In this State, as a whole, it was found that 35.2 percent of the 
women and minors employed in retail trade were receiving 75 cents an hour 
or less, and 36 percent from 76 cents to $1 per hour. Another side of the picture 
shows 28.8 percent receiving an hourly wage in excess of $1, the amount estab- 
lished by Federal law. 

There is no definite pattern in the distribution of wages at 5-cent intervals. 
However, when the wage rates were grouped together at 25-cent intervals as 
shown in chart 1B, a definite pattern in the form of a skewed standard distri- 
bution emerges with the greatest concentration in the 76-cent to $1 group. It 
is interesting to note that only 5.2 percent were receiving 50 cents per hour or 
less while 28.8 percent were receiving an amount in excess of the Federal mini- 
mum, namely $1 per hour. 

A tabulation was also made of the wages paid in the various geographic areas. 
The results of these tabulations and the comparison of each geographic area 
with the State as a whole are set forth in charts 2A and 2B through charts 7A 
and 7B. From these charts it is seen that the lowest wages are paid in the north- 
eastern and north-central sections and the highest in the southeastern and the 
southwestern which contain the cities of Philadelphia and Pittsburgh, respec- 
tively. 

Tabulations were next made by class of county, and the results of these tabu- 
lations and a comparison of each class of county with the State as a whole are set 
forth in charts 8A and 8B through charts 15A and 15B. From these charts it 
is readily seen that high hourly rates are more prevalent in first-, second-, 
third-, and fourth-class counties. Conversely, the greater concentration of low 
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wage rates per hour occurs in the fifth-, sixth-, seventh-, and eighth-class counties, 

A further distribution of the wage rates was made for those counties which, 
according to the United States Bureau of Employment Security, had a substan- 
tial labor surplus at the time of the survey. Included in this group were the 
following counties: Blair, Cambria, Clearfield, Clinton, Columbia, Fayette, 
Juanita, Lackawanna, Luzerne, Mifflin, Montour, Northumberland, Schuylkill, 
Snyder, Somerset, and Union. 

In these counties approximately 3 out of every 5 were being paid on an hourly 
basis of 75 cents an hour or less, while 15.9 percent were receiving wages in excess 
of $1 per hour, the Federal minimum. These figures verify the old economic law 
that a heavy labor surplus will cause a depreciation of wages in the competition 
for jobs. The distribution of the wage rates in these counties with these substan- 
tial labor surpluses is shown in charts 16A and 16B. 

A further analysis of the returns showed that approximately 70 percent of 
the women and minors employed in retail trade in Pennsylvania were engaged 
in direct selling. The wage rates received by such persons are set forth in 
tables 17A and 17B to tables 21A and 21B. The industrial classifications previ- 
ously mentioned were consolidated into four two-digit groups. Group No. 58 
included those employers in general merchandising and ordinarily classified from 
531 through 539. Group 54 included all employers engaged in the sale of foods 
in their various forms and included all found in classifications from 541 through 
549. 

Group 56, which was devoted to apparel in all its forms, included the various 
employers classified from 561 through 569, while group 57 included miscellaneous 
stores such as drugstores, paint, glass, and wallpaper, and group 579 as previously 
described. 

Charts 17A and 17B show the distribution for all salespeople coming within 
the scope of this survey. Chart 17B shows that approximately 3 out of every 4 
salespeople received hourly wage rates ranging from 51 cents through $1 per 
hour. 

The other occupations in retail trade in which women and minors are employed 
in appreciable numbers include stock clerks, cashiers, office clerical, packagers 
and weighers, managerial and supervisory, fitting and alterations, and waitresses. 
Of these categories, the office clerical workers are the most numerous. 

There were a few other occupations found in this survey, but in these women 
and minors were not employed in sufficient numbers; hence, no conclusions could 
be drawn regarding these persons. These categories included butchers, errand 
and delivery boys, floral designers, bakers and confectionery workers, trimmers 
and decorators, photo workers, cooks and helpers, janitorial and maintenance 
workers, and pharmacists. 

The distribution of wage rates at 25-cent intervals of the more numerous 
categories is as follows: 


Office clerical: Percent Percent 
F $1.01 to $1.25 

$0.51 to $0.75 b Over $1.25 

$0.76 to Baggers, packagers, wrappers, and 

$1.01 to weighers: 

Over $1. $0.26 to $0.50 
Stock clerk: $0.51 to $0.75 

$0.25 to $0.76 to $1.00___ 

$0.51 to SU Qu ie ae Sale gi IS 

$0.76 to Over $1.25 

$1.01 to Managerial and supervisory: 

Over $1. $0.26 to $0.50 
Cashier : $0.51 to $0.75 

$0.26 to $0.50 $0.76 to $1.00_____ 

IE Ne a icratcecunptncetmrcneonoes i; $1.01 to $1.25__- 

$0.76 to $1. Over $1.25 

$1.01 to Ee ease eee Waitress: 

eth incoaprecsin 43. 5 | $0.26 to $0.50 
Alterations, ete.: $0.51 to $0.75_—- 

$0.26 to $0.50 .0| $0.76 to $1.00___ 

$0.51 to $0.75 9} $1.01 to $1.25 

LS oh ey cere 20.1! 

(Waitresses in retail trade, together with cooks and their helpers, are among 

the employees in some of the larger department stores, confectioneries, dairy 
stores, delicatessens, and pharmacies, or drugstores. ) 
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PART IV. LOW-PAID EMPLOYEES 


It was found that 66 employers were paying less than 50 cents per hour to 
some of their employees. A special analysis was made of these employees, ap- 
proximately 100 in number. It was found that 42.7 percent of these persons 
were adult females, 24 percent male minors, and 33.3 percent female minors. 
The hourly wage rates paid ranged from 25 cents an hour minimum for fe- 
male minors; 29 cents per hour for adult females, and 33 cents per hour for male 
minors. The largest number of these workers, approximately one-third, re- 
ceived 45 cents per hour, and the next largest number, approximately one-sixth, 
were receiving 40 cents per hour. It was thought, perhaps, that these workers 
were merely employed on a part-time basis. A distribution of the employees 
by the number of hours worked per week showed that this assumption was un- 
founded. 

Further analysis, however, showed that 20.8 percent of those receiving less 
than 50 cents per hour were employed for 15 hours or less each week. It was also 
found that an identical percentage, 20.8 percent, were employed from 16 to 30 
hours per week. The largest group, 32.3 percent, were employed from 30 to 40 
hours each week; while 26.1 percent were working in excess of 45 hours per 
week. In other words 58.4 percent, or more than one-half were working at what 
is now considered a normal working week. 

The employers paying such low rates were distributed throughout the State 
and in all county classifications. Nor were they confined to small villages or 
rural areas where employment opportunities are limited, but were found in 
highly industrialized counties such as Allegheny, Philadelphia, and others. 


PART V. LABOR ORGANIZATIONS AND RETAIL TRADE 


Very few of the Pennsylvania women and minors in retail trade, in relation 
to the total number, are members of bona fide labor organizations holding con- 
tracts with employers. Those who are members of such organizations are em- 
ployed principally by the larger department stores and chain supermarkets 
throughout the State. 

A number of the labor-organization locals which hold such contracts co- 
operated in giving information regarding wages received by their members under 
contract. In no case was it less than $1 per hour and, in many instances, 
beginners’ rates started at more than $1 per hour. The rates frequently went 
up to almost $2 per hour for certain occupations, although most persons in 
retail trade are not covered by the Federal law. 

It would seem that the various labor organizations holding contracts for 
their membership employed in retail trade, hold such contracts with employers 
who do a large volume of business per employee. In the supermarket where 
little actual selling is done by the employees, since the customer has no need 
for such services, the bulk of the work falls on such persons as stock clerks, 
meatcutters, packagers, and cashiers. 


PART VI. RECAPITULATION 


Tables 1 to 6, inclusive, are a recapitulation of the information which has 
been set forth in charts 1A through 16B. They are included as separate in- 
formation so that members of any wage board hereafter appointed may have 
them in such a form in which they may be easily studied. 
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TABLE I.—Percentage distributions of hourly wage rates in retail trade at 5-cent 
intervals by geographic area—Women and minors 




















Statewide Southwest | Northwest North South Northeast | Southeast 
} central central 
| 
ae | ee ee ee ee ee - oe 
Under— 

Ons. ik. (1) (1) (1) : 0.2 sad 
ORO cn (1) 0.1 (1) ree Pugs te 6.4 |.ctias 

eek entina 0.3 -- (1) 5.9 3 .2| (1) 
$0.40_..___. a 5 0.2 | 9 2 4 * 
$0.45__. 6 1.0 1.1 9 | .7 
$0.50... 4.0 5.1 | 5.2 3.7 6.8 8.0 12 
Te 2.2 3.5 1.2 2.3 1.8 | 3.4 | 1.0 
$0.60. _- 6.0 | 7.1 | 6.1 | 5.5 7.7 8.8 | 3.6 
$0.65_ 1.8 | 5.7 3.9 | 7.3 | 5.3 7.3 3.2 
$0.70. ...... 4.6 | 5.5 4.2 9.6 | 5.1 9.7 L7 
in osbo~ 12.4 | 11.6 | 20.5 | 18.2 | 16.5 15.0 7.2 
$0.80__- 5.0 | 5.5 4.4 | 6.4 6.2 6.1 4.0 
Sate. 2 9.2 | 5.7 5.2 | aT 6.9 8.3 14.5 
$0.90... -.-.._| 5.7 | 6.5 8.6 3.2 6.2 | 5.0 | 46 
$0.95... | 3.1 3.7 3.6 2.3 2.8 1.9 | 3.0 
$1.00__- .| 13.0 | 8.9 | 12.6 13.6 | 11.0 8.3 | 18.8 
OOO ates 1.6 | 1.2 1.2 1.8 2.0 | 9 | 2.1 
$1.10... 3.7 | 2.1 | 3.2 | 1.4} 4.3 | 2.0 5.6 
es te | 3.3 2.9 | 1.1] 5 2.5 2.9 | 4.8 
a eu 2.1 | 1.9 | 1.4 | 1.4 | 1.2 | 1.4 | 2.9 
GREET 4.5 | 3.6 | 5. 6 | 5.0 | 2.7 | 2.7 | 5.9 
Over $1.25......--| 13.6 | 17.8 10.7 | 7.3 9.5 | 6.9 | 15.7 


| 


1 Less than Mo of 1 percent. 


TABLE II.—Percentage distribution of hourly wage rates in retail trade at 25-cent 
intervals by geographic area—Women and minors 


| | | 
Statewide | Southwest | Northwest | North South | Northeast | Southeast 
| Central ventral | 
E } | | | 
Under | | 
$0.25... (a ios | 0.2 |-. Soul 
$0.50... a2 6.8 6.5 | 10.5 8.1 | 9.4 | 1.4 
$0.75__. .| 30.0 | 33.4 | 35.9 42.9 36. 4 | 44.2 | 16.7 
ap a 36. 0 30. 3 34.4 | 29.2 | 33.1 | 29. 6 | 44.9 
Ga oo 5. | 15.2 11.7 12.5 10. 1 12.7 9.9 21.3 
Over $1,25...._..-] 13. 6 17.8 10.7 7.3 | 9.5 | 6.9 | 15.7 
| ! 


! Less than Yo of 1 percent. 


TABLE IIlI.—Percentage distribution of hourly wage rates in retail trade at 5-cent 
intervals by class of county—Women and minors 


State- Ist | 2d | 3d | 4th | Sth | 6th | 7th | 8th 
wide | class | class class | class | class class | class class 
——— 2 — . o o - — ae unin * Basen a 
| | | | | } 
Under— | | | 
oe 1) tea oleae alice oe 0.2 | 
Se eer acien (t) aad 1 0.4 } 
amet. 0.3 0.1 0.1 0.1 0.1 | 1.4 | 1 | 0.5 | 0.9 
Pa ae ee 3 3 | | 4] 6 4) 5 | 9 
a 2 6 1 | 1 5 6 1.3 ae 2.2 
$0.50 4.0 7 3.0 3.4 3.3 5.4 | 7.2 11.5 13.2 
$0.55 2.2 2): (a6 71 21 1.2 2.2 2.7 | 2.8 
$0.60 6.0 43) 5.9 4.9 | 7.4) 6.9 5.6 | 6.4 | 4.7 
$0.65 4.8 Le) ohhl Beh eT... Os 5.2) 491 O94 
$0.70__. ee 4.6 4 | 2.6 | 4.6 7 | 7.9 4.8 | 5.2 11.4 
$0.75__.- : 12.4 3.4 8.1 | 9.9 14.2 15.1 16.6} 19.5] 11.4 
$0.80 oe 5. 0 1.3 | 5. 3 | 2.9 8.1 | 4.6 | 6.1 2.2 | 12.4 
$0.85 ‘ 9.2 33.0 | 4.7 | 3.8 7 | 7.6 | 6.7 | 6.7 | 4.7 
$0.90 5.7 6.8 8.5 4.3 | 49 4.6 7.7 4.0) 8 
$0.95 3.1 2.7 5.7 2.3 | 3.5 2.3 3.0 | 2.0 | 9 
$1.00__ 13.0 14.3 9.7 124] 14.7 12.5] 138] 114] 8.5 
$1.05 peti 1.6 2.8 | 1.1 | 1.5 | 1.6 | La 7 1.5 7 | 1.9 
$1.10 bee 3.7 2.3 1% 7.6 2.9 2.2 | 4.0 2.7 | 1.9 
$1.15_- 3.3 2.4 4.7 6.2 2.5 | 2.4 2.5 | 1.0 9 
$1.20 2.1 2.6 2.7 2.2 | 2.4 1.4 1.4 | 7 | a 
$1.25 4.5 5. 1 6.0 | 6.5 3. 6 1.5 3. 6 4.5 1.9 
Over $1.25 13.6 16.0 23.7 18. 6 10.1 13.9 6.5 | 10.7 | 2.8 


| 
} 
| 
| 
| 
| 
! 


1 Less than Mo of 1 percent. 
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TaBLe 1V.—Percentage distribution of hourly wage rates in retail trade at $0.25 
intervals by class of county—Women and minors 


State- Ist 2d 3d 4th 5th 6th 7th 8th 
wide class class class class class class class class 








Under— 
Dido hepubbachpenceka (') a Nn nine a otnodeee teaundies & 1) 2 RRM SS eerete sy: REP. 1 
bade vatosawliié 5.2 1.2 3.2 4.0 4.4 8.8 8.8 14.7 15 
Lie tnndneticnereode 30.0 9.5 22. 5 27.7 35. 6 36.9 34.4 38.7 39 
alien ntcitnninatincinoeel 36.0 58.1 33.9 25.7 36.9 31.6 37.3 26.3 35 
DP Sihnetsccasacvaenea 15. 2 15. 2 16.7 24.0 13.0 8.6 13.0 9.6 7 
Oe iio cies 13.6 16.0 23.7 18.6 10.1 13.9 6.5 10.7 2 





1 Less than Mo of 1 percent. 


TaBLE V.—Percentage distribution of hourly wage rates in retail trade at 5-cent 
intervals in counties with a substantial labor surplus—Women and minors 














Statewide 16 counties | Statewide 16 counties 
Under— | Under—Continued 
$0.25 () 0.1 | $0.80. F 5.0 | 4.4 
$0.30 (4) a $0.85 9.2 7.2 
$0.35 0.3 | .2 <P R ORE 5.7 | 4.2 
S040...5..... a 4 OG. 22. < é ecu. 3.1 1.9 
$0.45 6 | 1.4 || $1.00... | 13.0 8.1 
$0.50 4.0 | 7.0 | $1.05 1.6 | 9 
$0.55 2.2 | 4.0 | $1.10... ..- 3.7 1.7 
$0.60... ._- 6.0 10.9 | 98,16..3.+- 3.3 1.8 
$0.65 8 8.8 || $1.20__.. 2.1 c¥ 
$0.70 4.6 | 8.3 | $1.25 | 4.5 2.1 
$0.75... | 12.4 | 17.1 || Over $1.25._-. 13.6 8.6 
\t | 


| 
} 
| 





! Less than one-tenth of 1 percent. 


Tarte VI.—Percentage distribution of hourly wage rates in retail trade at $0.25 
intervals in counties with a substantial labor surplus—Women and minors 


Statewide | 16 counties | 


l 
Statewide | 16 counties 
| 
: | | . | eo 
$0.25 and under i 0.1 | $1.00 36.0 | 25.8 
$0.50 5.2 9.2 | $1.25 . | 15.2 | 7.3 
$0.75 30.0 49.1 | Over $1.25_. | 13. 6 8.6 
i 


! Less than Mo of 1 percent. 


THe Nortu CAROLINA FISHERIES ASSOCIATION, INC., 
Oriental, N. C., June 27, 1957. 
Hon. GRAHAM A. BARDEN, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN BArpEN: This association sends to you herewith a copy 
of a resolution unanimously passed by our board of directors in opposition to 
the amendments proposed to the Fair Labor Practice Act of 1988, as amended, 
by H. R. 4575 and H. R. 4696. We also send to you with this letter a transcript 
of testimony given before the Subcommitee on Labor Standards of the House 
by Mr. Ammon G. Dunton on behalf of several national fisheries groups. 

The passage of these bills would be a crippling blow to the commercial fishing 
industry of this country, particularly so to the smaller fishermen and fish 
dealers. It is not possible to operate the commercial fishing industry in the 
same manner as other industries such as manufacturing; you will understand 
this from your knowledge of the operation of the commercial fishing industry 
of North Carolina. 

We earnestly solicit your support and action against these two bills which 
would do so much harm to the commercial fishing industry in North Carolina, 
particularly at a time when it is moving forward under its own steam. 

Sincerely yours, 
GARLAND F.. Fu.cHer, President. 
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RESOLUTION IN OPPOSITION TO REMOVAL OF EXEMPTIONS IN FAIR LABOR STANDARDS 
Act or 1988, as AMENDED, ON COMMERCIAL FISHERIES 


Whereas H. R. 4575 and H. R. 4696 proposed to the Congress would eliminate 
the exemptions to the commercial fishing industry under the Fair Labor Stand- 
ards Act of 1938, as amended ; and 

Whereas the removal of these exemptions would be of such a crippling nature 
as to render inoperative great segments of the commercial fishing industry be 
eause of increased operational costs which could not and would not be absorbed 
by the American buying public; and 

Whereas commercial fishing cannot be operated in the same manner as other 
industries with regard to payment of wages and overtime because of the perish- 
able nature of the product it handles, and because of the nature of its produc- 
tion from its sources, and 

Whereas it would be impossible for the fishing industry to operate under the 
conditions of the act without the exemptions, because it is impossible to deter- 
mine cost of labor, or adopt any budget principal if labor must be paid for 
hours when it cannot work, or when it must be paid overtime because of fluctua- 
tion in the natural production; and 

Whereas the amendments of the Fair Labor Standards Act in 1949 whereby 
canners of fish products were put under the terms of the act, causing great 
confusion in interpretation in our courts, and bringing considerable litigation 
in the matter which is still unsettled : Now, therefore, be it 

Resolwed, That the board of directors of the North Carolina Fisheries Associa- 
tion in session at New Bern, N. C., June 24, 1957, does take a stand of unalter- 
able opposition to the amendment of the Fair Labor Standards Act of 1938, 
as amended, which would remove the exemptions now afforded to the commercial 
fishing industry, believing this would bring great damage to the commercial 
fishing industry throughout the Nation; and 

Further, this Association does respectfully petition the Subcommitee on Labor 
Standards of the National House of Representatives to give deep and thoughtful 
consideration to the defeat of the aforementioned House resolutions. 

Unanimously voted June 24, 1957. 

Freep A. WHITAKER, Executive Secretary. 


DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 16, 1957. 
Hon. AUGUSTINE B. KELLEY, 
House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN KELLEY: The Department has developed a new estimate 
of the number of workers brought under the Fair Labor Standards Act by the 
administration proposal who are paid less than $1 an hour. The new estimate, 
which is based for the most part on new information from the survey of 
employee earnings in retail trade just released by the Department’s Bureau of 
Labor Statistics, is 650,000. This is an increase of 250,000 over the 400,000 
figures previously submitted to the committee. Over 600,000 of the 650,000 
workers are in retail trade. 

Sincerely yours, 
JAMES T. O'CONNELL, 
Acting Secretary of Labor. 


MARYLAND COUNCIL OF RETAIL MERCHANTS, INC., 
Baltimore, Md., June 18, 1957. 
Re Fair Labor Standards Act. 


Hon. Epwarp A. GARMATZ, 
House Office Building, Washington, D.C. 


Dear CONGRESSMAN GARMATZ: The retail industry is most concerned over 
repeated attempts in Congress to remove the retail exemption from the Fair 
Labor Standards Act. As you are aware, efforts are being made, under pres- 
sures of organized labor, to have Congress amend the Federal law to broaden its 
coverage to include local businesses, particularly retailing, not presently covered. 

We are strongly of the opinion that any extension of the coverage of the Fair 
Labor Standards Act would harm the whole American people. Instead of 
benefiting those employees of retail and service industries as claimed, the in- 
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flationary impact induced by a legislated minimum wage would wipe out the 
illusory gains. 

Most important of all, in our opinion, extended coverage would be unfair to 
small businesses operating in the smaller towns and rural areas of the country. 
Even if Congress should extend legislative coverage only to the larger retail estab- 
lishments, nevertheless small businesses operating competitively in the outlying 
sections in the thinly populated areas would be forced to compete with them 
in supplying their personnel needs. The net affect of this would be to force such 
smaller businesses to increase their costs of doing business. Under these cir- 
cumstances, many of our smaller establishments, which are the backbone of our 
free American competitive economy, would be pushed to the walls. 

Historically and traditionally, retail and service businesses have been re- 
garded as local operations subject to varying local conditions and therefore 
should not be subject to inflexible, uniform Federal wage-hour controls. 

These and other equally valid factors confirm the fundamental soundness of 
the 19-year-old retail exemption which Congress in its wisdom has consistently 
retained. 

We urge you to do all in your power to keep the retail and service exemption 
intact. 

Very truly yours, 
ATLEE W. WAMPLER, Jr., President. 


TEXTILE WORKERS UNION OF AMERICA, 
Washington, D. C., April 17, 1957. 
Hon. AUGUSTINE B. KELLEY, 
House Office Building, Washington, D. C. 

Deak Mr. ConeressMAN: Solomon Barkin, research director of the Textile 
Workers Union of America, has compiled the enclosed tabulation of leading 
retailing corporations which issue public reports from Moody’s reports. 

No doubt you will realize at once that these data are of the utmost importance 
and pertinence in connection with the current hearings on the extension of 
coverage of the Fair Labor Standards Act. 

Over a million and a half persons are employed by this group of employers 
for which we give net sales and profit figures. The corporations included in 
this survey embrace some of the largest in the United States. Among them, the 
following exceed $1 billion in annual sales: 


Billions 

of dollars 

IS | ET 0 Ta ste hn ctcie tp cts ccngcn nated Side bs dain creole pain eeengeilieieaie 4.1 
NRE | UNE cle ee ap diithbeadsies dibbibl vida men ccihasdbiitonsen ipa diaesadapians-avilanlbineiaiaalpids 3.3 
ON aga Sa ts Signage taht de icin ven all is ics ha cate eg does aces aniline tale 1.9 
Bie Salle. ae NIE csatecacretdiee'ws hcdpachc itp eesaulenity sm enn aareniclenpigals ed dereteandinidintatnteirenia ligule da tacpepeagiaaen gust emmeads 1.2 
2 


I GN isn pect cists cont etic ccna mn sieliiiclenin tu wtces ee aig sta eh agtininemnninelaalabaelie 


It is at once apparent that these great concerns, which dominate the entire 
retail and service industries of the United States, are fully capable of paying at 
least the dollar-per-hour minimum now required by the Fair Labor Standards 
Act. 

A mere glance at this tabulation will show that the profits are at a high level. 
The Dobbs House restaurant chain, you will note, reports profits of 18 percent. 
Another has profits of 14.9 percent. In the light of these figures, it is simply 
inexplicable that the American Retail Federation should be carrying on a ruth- 
less and widespread campaign against a modest effort to correct a persistent 
social injustice. 

The majority of these corporations operate in several States. J. C. Penney, 
Woolworth, and Sears, Roebuck have stores in all 48 States. Sears, Roebuck 
some weeks ago announced that it would at once install a $1-per-hour minimum 
for all its stores. According to figures herewith, the giant concern has 205,000 
employees and 707 stores. 

The opponents of the Morse-Kelley bills are well aware of the fact that these 
bills do not attempt to extend the wage-and-hour law to the small store, the 
genuinely local business. 

Moreover, it is quite clear that it would be to the advantage of the individ- 
ually owned corner-store type of establishment (as well as to the community 
at large) to have the larger concerns pay at least a bare subsistence wage to 
their help. 
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I am sure the Members of Congress will understand that we do not offer this 
tabulation of retail corporations as being complete. Nevertheless, it is suf- 
ficiently representative to give an authoritative picture of the larger concerns in 
the retailing industry. It would seem to us that figures demonstrate beyond all 
question the dominance in the field of the mammoth corporation and the evident 
ability of these concerns to pay the dollar minimum for all those in their 
employ. 

Very truly yours, 


JOHN W. EDELMAN, 
Washington Representative. 





Leading retailing corporations which issue public reports—Selected statistics, 












1955 
| | | 
| | } | Profits | Profits 
} | Number | | | before | before 
| Number | of estab- | Num- | Net sales} taxes taxes 
Company ofem- |  lish- ber of | Year ended | (in thou- ; (in as per 
| ployees | ments | States | | sands) | thou- | cent of 






| | | | sands) net 
| 
| sales 


penis oat 7 













RESTAURANTS AND CONFEC- | 
TIONARIES | | | | 



























American News Co... 4, 7 . Dec. 31,1955 | $171,323 | $3, 309 1.9 
B/G Foods, Inc.._-. 1,000 43 do 6, 501 | 395 6.1 
Bickfords, Inc 2, 590 90 | do } 31, 245 | 820 2.6 
Dobbs Houses, Inc | 1, 100 | 161 | ll Aug. 31,1956 | 10,075 | 1,815 18.0 
Fanny Farmer Candy Shops. - --} 2, 987 | 1400 | 18 | Dec. 31, 1955 18,109 | 1,165 6.4 
Horn & Hardart Baking Co-_-_-__| 5, 100 | 84 --| Sept. 30, | 29,930} 1,448 | 4.8 
Horn & Hardart Co___ bhokat 6, 500 | 90 |_... | Dec. 31, | 43,793 | 3,228 7.4 
Hot Shoppes, Inc. -- . | 3, 350 | 155 | 9} July 31,1955 | | 1,839 }.. 
Hotel Corporation of America 3, 250 44 | 13 os | 28, 687 547 1.9 
Interstate Co a 1, 656 126 27 | Dec. 31,1955 | | 479 

Loft Candy Co L | 2, 250 | 26 li do__. |} 17,024 | 490 | 29 
Prophet (Fred B.) Co 3, 625 198 25 do... | 23,389 1, 784 | 7.6 
Shattuck (F. G.) Co__-- | 8, 008 51 nas | 48,272] 1,626 | 3.4 
Steak ’N Shake, Inc_____ j 32 5 | Oct. 2,1955| 6,468) 961] 149 
Stouffer Corp_. a 2 2, 500 20 6 | July 31,1955 | 23, 587 | 2, 168 9.2 
Thompson (John R.) Co 2, 650 59 15 | Dec. 31, 1955 17, 624 386 22 
Waldorf System, Inc canine a 4, 000 97 7 sil acpn cas, Sa a 893 4.6 












RETAIL 






STORES—APPAREL 


AND 
CLOTHING | 





































Arnold Constable Corp. 2, 500 7 2| Jar 1, 1956 29. 038 1. 259 43 
Best & Co., Inc- 2, 200 17 9 | do | 38,071 4,079 10.7 
Bond Stores, Inc 10, 000 1 8] 22 | July 31,1955 85 7.7 
Brooks Bros., Inc_-_- | 1, 300 5 lo 8.4 
City Specialty Store 2, 341 23 10 | Jan. 28, 1956 3.0 
Diana Stores Corp-- 2, 000 175 July 31, 1955 | 6.0 
Franklin Stores Corp. _-- 2, 500 155 10 | June 30,1955 | | 5.1 
Grayson-Robinson Stores, Ine 5, 000 74 20 | July 31, 1955 | ‘ 1.3 
Hoving Corp ea 1, 800 s 6 | Jan. 31, 31, 62% 2,175 | 6.9 
Howard Stores, Corp-_-- 3, 200 73 13 | Dee. 31,1 30, 95¢ 1,114 | 3.6 
Lane Bryant, Inc_- ; 4,000 | 1 64 Jan. 31,1 64, 569 | 3, 723 | 5.8 
Lerner Stores Corp___.__. 9, 000 230 40) | do 161 5, 047 81 
Mange] Stores Corp_.- 1, 50K 118 24 do 2 1, 643 5.6 
Mays (J. W.), Ine.. . 2, 000 3 July 31, 1955 | 1, 989 5.5 
Miller-Wohl Co., Ine : | 3, 235 139 do 746 2.1 
Neiman-Marcus Co 1, 500 Jan. 31, 1956 | 1, 243 3.9 
Penney (J. C.) Co_... deri né 50, 000 1, 666 48 | Dec. 31, 1955 1, 2: 96, 945 | 7.9 
Richman Bros. Co = 3, OO 1 93 fe... 3, 231 10. 2 
Timely Clothes, Inc : 1, 25 111 Oct. 31, 1955 155 3.8 











RETAIL STORES—DEPARTMENT 













Allied Stores Corp... 28, 900 79 25 Jan. 31,1956 581, 901 29, 172 5.0 
Associated Dry Goods Corp |} 13,800 22 10 do | 189, 864 | 11,969 3 
Ayres (L. 8.) & Co | 2, 700 2 Jan. 28, 1956 47,006 | 2,717 | 5.8 
Broadway-Hale Stores, Inc | 5, 871 18 | Jan. 31,1956 | 106,572 | 5,770 5.4 
Bullock’s, Inc : ; | 7, 682 13 2 | Jan. 28,1956 126, 483 | 11,391 9.0 
Burdine’s, Inc 3, 500 4 July 30,1955 | 40,082 | 2,442 6.1 
Carson Pirie Scott & Co 7 5, 558 | 6 2| Jam. 28,1956 |} 87,511 | 2,327 2.6 
City Stores Co - j 14, 000 53 15 | do 251, 882 | 11,877 | 4,7 
Crowley, Milner & Co-_-_-_--_--- 1, 800 I Jan. 31,1956 | 26, 736 | 701 | 2.6 
Davidson Bros., Inc é 5, 000 22 2 | July 31,1955 64, 899 2, 905 4.5 
Emporium Capwell Co-_-.----- -| 3, 845 5 | ...| Jam. 31,1956 | 79,843 | 8,072 10.1 
Fair (The) - sails 2, 500 4 | ...| Jan, 28, 1956 2,175 956 | 2.3 
Federated Department Stores__- 39, 100 36 . do. 537, 722 | 46,214 8.6 
Field (Marshall) & Co___.. é 15, 000 8 2 | Jan. 31,1956 201, 257 | 15, 439 7.7 
Gilchrist Co 1, 350 5 July 31,1955 22, 081 285 | 1.3 
Giinbel Bros., Inc a 19, 000 19 8 | Jan. 31,1956 | 325,025 | 13,803 4.2 
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Stix, Baer & Fuller Co 
Strawbridge & Clothier_. | 
Thalhimer Bros., Inc | 
Weill (Raphael) & Co 
Western Department Stores 
Wieboldt Stores, Inc-_--._--. 
Wolf & Dessauer Co... 
Woodward & Lothrop, Inc 
Younker Bros., Inc. 
Zion’s Cooperative Mercantile | 
Institute ~s Pech ih 





00 ee OT et DD OO 





_ 


100 








STORES—DRUG 





RETAIL 





RETAIL STORES—FURNITURE 





RETAIL STORES—GROCERY 


AC F-Wrigley Stores, Inc. .. 


See footnotes at end of table. 
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Number | 
Company of em- 

ployees 

RETAIL STORES—EEPARTMENT 
—continued 

Joldblatt Bros., Inc. -.......-.-- 7, 500 
Halle Bros. Co.._.........-....- 3, 350 
Hecht Co- Spuatinaeteuaieinin 6, 100 
eS a RL I as 2, 800 
Horne (Joseph) Co 2, 796 
Interstz me Department ‘Stores. - 3, 000 
Ivey (J. B.) & Co | 1, 600 
rece Stores, Inc | 1, 780 
Lincoln Stores, Inc a , 500 
Macy (R, H.) & Co., Ine__-- a4 000 
May Department Stores, Ine | 27.000 
Meier & Frank Co., Inc | 2, 750 
Mercantile Stores Co., Inc... 
Miller & Rhoads, Inc. - 2, 000 
Outlet Co 1, 159 
Rich’s, Ine } 3, 815 
Rike-Kumler Cc 2. 550 | 
Schuster (Ed.) & Co., Inc 3, 550 | 
Scruggs - Vandervoort - Barney, 


Crown Drug Co..-.- ; 1, 
Cunningham Drug Stores, Inc. . 3, 800 
Gallagher Drug Co 1, 182 | 
Gray Drug Stores, Inc... 1, 700 
Hook Drugs, Inc-- 1, 550 
Katz Drug Co 2, 500 
Peoples Drug Stores, Inc. 4. 700 
Rexall Drug Co | 9, 500 
Sun Ray Drig Co-_-.. j 2, 100 
Thrifty Drug Stores Co., Ine 5, 000 
Walgreen Co. | 16, 500 


Barker Bros. Corp... 1, 659 
Reliable Stores Corp. 1, 487 
Sloane (W. & J.) 1, 200 | 





Alpha Beta Food Markets- - } 1,118 | 
American Stores Co | | 
Big Bear Stores Co------ } 1, 800 
Bohack (H. C.) Co., Inc. 3, 735 
Colonial Stores, Inc. ‘ 9, 800 
First National Stores, Ine. .-_-- 15, 000 | 
Fisher Bros. Co ‘ 2, 975 
Food Fair Stores, Inc. -- --| 18,600 | 
Food Mart, Inc- 1, 041 
Great Atlantic & Pacific Tea Co | 135,000 
Grand Union Co 10, 000 | 
Jewel Tea Co., Inc. --- ‘ ‘ me 7, 745 | 
Kroger Co ad | 31,022 
Loblaw, Inc... | 7, 456 
Lucky Stores, Inc.............- 1, 180 
Market Basket__.........- 1, 780 


Number 
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Year ended 


Jan. 28,1956 | 
do. 


Jan. 31,1955 
Jan. 28,1956 | 





Jan. 31, 1956 | 
do | 
do 

| Dee. 31, 1955 | 

July 30, 1955 

Jan. 31, 1956 | 

Jan. 31.1955 | 

Jan. 31, 1956 | 

Jan. 28, 1956 | 

| Jan. 31, 1956 | 
| Jan. 28, 1956 | 
do 

Jan. 31, 1956 | 

| July 31, 1955 | 
| Jan. 28, 1956 | 
do 
do | 

Jan. 31, 1956 | 
do 

Jan. 28, 1956 | 

| do | 

| July 31, 1955 
do 

| Jan. 31, 1956 


— 
non sb 


> 
oo 


to 


nor 








| Dee 


“Sey t. 


| Dee 





do | 
30, 1955 | 
June 30, 1955 | 

OE ti 
Dec. 31, 1954 
31, 1955 

do... 

an 
Jan. 31, 1956 | 
Aug. 31, 1955 | 
Sept. 30, 1955 | 


31, 1955 | 
Dee. 31, 1954 | 
Feb. 28, 1955 






Dec. 31, 1955 
July 31, 1955 
Apr. 2, 1955 | 
Feb. 26, 1955 
Jan. 28, 1956 @ 
Dee. 31, 1955 | 
Apr. 2,1955 | 
Jam. 1,1955 | 
Apr. 30,1955 | 
Mar, 31, 1956 | 
Feb. 28,1955 | 
Mar. 3, 1956 
Dee. 3,1955 | 
Dec. 31,1 
Feb. 26, 1955 | 
Jan. 1,1956 | 
Dec. 31,1955 
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Leading retailing corporations which issue public reports—Selected statistics, 
1955—Continued 


Net sales 


(in thou- 


sands) 


106, 640 
49, 836 
113, 245 
45, 866 
60, 235 
66, 359 
21, 608 
30, 614 
12, 685 
376, 
494, 366 
44, 209 
138, 786 
28, 852 


15, 038 





573 
, 650 
, 390 
2) 988 


, 465 
762 
. 760 
2, 735 


245, 455 
, 5 59 
, 626 
, 381 
, 236 
‘009 
629 
5, 970 
, 053 
, 387 
4, 139, 966 
283, 003 
307, 786 


11, 219, 474 


189, 741 
44, 842 
66, 296 





_ 


Profits 


before 
taxes 
(in 
thou- 
sands) 


| 


> > St 
© Se < 
SH 


we ac 
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o Nw 


3 
;= 
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518 | 
648 
954 





515 | 
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Leading retailing corporations which issue public reports—Selected statistics, 
1955—Continued 


a 






































. - a 
a | Profits | Profits He 
| Number | before | before 

Number | of estab- | Num- | Net sales} taxes taxes 

Company of em- lish- ber of | Yearended | (in thou- (in as per 

ployees | ments | States sands) thou- | cent of 
sands) net co! 
sales es 
eee ire tren ccreemneeteemeny eereree — — ———— ~~ ———~-—--— ~ ——_——_— | —__——_-|-— fo 

RETAIL STORES—GROCERY—Con. 

Mayfair Markets.............| 2,150 | 35 |........|.---.do...-.-.| 66,945 | 1,186 1.8 7: 
National Tea Co__._..__-- Pee 19, 559 744 12 |.....do. _| 575,585 | 15, 237 2.6 is: 
Penn Fruit Co., Inc._.....-...-- 3, 800 35 2 | Aug. 27,1955 | 108,583 | 3,968 3.7 la 
Red Owl Stores, Inc........_... 3, 800 143 9 | Feb. 25, 1956 95, 074 2, 593 2.7 of 

Safeway Stores, Inc__.........-- 54, 000 1, 837 24 | Dec. 31,1955 |1, 932,243 | 27, 704 1.4 
Shopping Bag Food Stores......| 2, 050 Oi... 1. tian |’ 63,604 | 1,602 2.5 th 
Stop & Shop, Inc. ___._...__--- 2, 985 er Bia ica | July 2,1955 82,430 | 1,698 2.1 fi 

Thorofare. Markets, Inc. .__.._-- 1, 400 58 3 | Dee. 31, 1955 81,660 | 3,123 3.8 

Weingarten (J.), Inc.........--- 2, 100 30 | 2 July 2,1955 | 77,796 2, 540 3.3 
Winn-Dixie Stores, Inc......_.- 6, 650 390 | 18 June 25, 1955 260, 814 | 10, 435 4.0 th 
ir 
RETAIL STORES—SHOES H 
Beck (A. 8.) Shoe Corp... 4,700 | 1188 | 17 | Dec. 31,1955 | 68,252 | 2,007 2.9 ti 
Edison Bros. Stores, Inc. _..__- 5, 200 | 267 38 do | 87,204] 5,026 5.8 mw 
Endicott Johnson Corp..-.-..._-- 20, 307 1 540 | X Nov. 30, 1955 143, 058 5, 494 3.8 7 
Mellville Shoe Corp__. me 7, 906 S86 43 | Dec. 31,1955 | 114,496 | 11,880 10.4 J 
Nunn-Bush Shoe Co 1, 594 | 118 |_. | Oct. 31, 1955 14, 947 994 6.7 r 

Shoe Corporation of America-.-_| 3, 900 | 591 | 40 | Dee. 31, 1955 | 89, 506 6, 067 6.8 

i | | 
RETAIL STORES—SPECIALITY 
| | | 

Dohrmann Commercial Co--- 1, 507 | 115 | | Jan, 31,1956 | 20,316 916 3.1 s 

Gamble-Skogmo, Inc..___- 3, 664 | 330 21 | Dee. 31,1955 | 104, 163 6, 122 5.9 

United Cigar-Whelan____ 3, 500 | 770 | eR 56, 557 1, 215 2.1 

Western Auto Supply Co... 7, 057 | 365 | 37 |-~..:00-... 197, 734 | 10,876 5.5 ‘ 

RETAIL STORES—VARIETY | | f 
Eagle Stores Co., Inc... 1, 315 53 7 ect ds 7, 932 371 4.7 u 
Fishman (M. H.) Co., Inc- - 1, 500 44 | 8 | do-.. } 14,870] 974 6.6 
Grant (W. T.) Co__..--.- 27, 800 | 574 | 42 | Jan. 31,1956 | 351,849 | 20, 305 5.8 \ 
Green (H. L.) Co., Inc- 11, 000 1142 30 | do 111, 725 6, 877 6.2 
Kresge (S. S.) Co., Ine. 35, 000 | 506 | 26 | Dec. 31, 1955 354, 651 | 27,083 7.6 f 
Kress (S. H.) Co.. : | 26,433 | 262 29 do. | 167,896 | 18,307 10.9 : 
Lamston (M. H.), Ine__ -| 1,075 | we... | Jan. 31, 1956 6, 925 316 4.6 ] 
McCrory Stores Corp wi 13, 500 214 | 29 Dee. 31,1955 | 109,705 | 6,875 6.3 { 
McClellan Stores Co_._______- 7, 500 232 | 29 | Jan. 31,1956 | 61, 408 | 3, 471 5.7 
Murphy (G. ©.) Co__...__..-.-.| 28,000 303 | 12 | Dee. 31,1955 | 196,423 | 18, 451 9.4 ‘ 
Neisner Bros., Inc_.._.-_- : 10, 700 | 139 | 19 |-....do........} 68,820 | 2,716 3.9 1 
Newberry (J. J.) Co... | 16,000 | 476 | 45 | do | 190,690 } 11, 755 6.2 
Rose’s 5-, 10-, & 25-cent Stores... 4, 196 | 138 7 | do... 25, 344 | 2,059 8.1 ; 
Sprouse-Reitz Co., Inc. __- 2,000 | 180 | 9 | Dec. 31, 1954 24,014 | 1,885 7.8 
T. G. & Y. Stores Co........... 1,000 | 62 | Jan. 31, 1955 8, 956 693 7.7 
Webb’s City, Inc___.__- 4 1, 340 | 1 | Aug. 31.1955 | 21, 990 799 3.6 ) 
Woolworth (F. W.) Co. 91,000} 1, 867 | 48 | Dec. 31,1955 | 767,779 | 59,006 | 7.7 

! 

RETAIL—MAIL ORDER | 
Alden’s, Ine._____._- _..| 5,000 | 116 | 6 | Jan. 31,1956 | 97,352] 2,720 2.8 
Montgomery Ward & Co. 53, 000 | 566 46 do_..- 969, 947 | 73, 701 7.6 
National Bellas Hess, Inc. _____.} 1, 400 | 22 | | July 31,1955 } 40, 600 1, 611 4.0 
Sears, Roebuck & Co _..-..| 205,000 707 | 48 | Jan. 31, 1956 |3, 306, 826 |334, 667 10. 1 
Spiegel, Inc_- -| 6, 500 112 | i | Dec. 31,1955 | 130, 434 8, 872 6.8 

LAUNDRY AND DRY CLEANING | 

| | 
Chicago Towel Co__-_ 2, 644 1 430 | 6:51.50 23,655 | 3,502 14.8 
Consolidated Laundries Corp- -.| 3, 200 | 34 | 3 oI ins | 18,377 2, 025 11.0 

HOTELS 
| | | | | 

Commodore Hotel, Inc. 1, 400 | S ies | Dec. 31,1954 | 2 11, 607 1, 146 } 9.9 

Hilton Hotels Corp... | 120,000 23 11 do 2 120, 609 | 11, 490 5 

Sheraton Corporation of Amer- | | | 

ERS EY eae ee 14,000 | 30 10 | Apr. 30, 1955 | 7 89,376 13, 153 14.7 
1 Plus. 


2 Total income. 


Sources: Moody’s Industrial Manual, 1956, and Moody’s Bank and Financial Manual, 1956 
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AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D. C., June 19, 1957. 
Hon. AUGUSTINE B. KELLEY, 
Chairman, Subcommittee on Labor Standards, Committee on Education 
and Labor, House of Representatives, Washington, D. C. 


DEAR CONGRESSSMAN KELLEY: Out of a desire to be of assistance to your sub- 
committee on the important subject matter relating to Fair Labor Standards and 
especially affecting the maritime industry, I am submitting a detailed statement 
for inclusion in the record. 

It had been our hope that an opportunity would be given us to appear as a 
witness before you and to emphasize the particular reasons which distinguish the 
issue affecting the merchant marine from the other phases of this general legis- 
lation. It is our definite belief that most adverse effects will result from adoption 
of provisions removing the exemption of seamen from the Minimum Wage Act and 
that the seamen in question would be the principal sufferers if any such course is 
finally adopted. 

Because of your staggering burden entailed in the study and consideration of 
the various proposals of this many-sided question, we can understand that it is 
impossible for you to hear in person all the persons who have desired to be heard. 
However, it would be most gratifying to us if you would give your personal atten- 
tion to the matters set forth in the statement which I am submitting. Further- 
more, if there is any additional data or information desired by you or members of 
your subcommittee, we would consider it a privilege to submit the same at your 
request. 

Sincerely yours, 
HERBERT R. O’Conor. 


STATEMENT IN BEHALF OF THE AMERICAN MERCHANT MARINE INSTITUTE, INC. 


My name is Herbert R. O’Conor. I am Washington counsel of the American 
Merchant Marine Institute, Inc., a trade association comprised of the majority of 
American-flag steamship companies operating all types of vessels in the foreign 
and domestic trades. 

The institute wishes to register its opposition to those provisions of H. R. 4575 
which would amend the Fair Labor Standards Act of 1938, as amended, so as to 
(1) eliminate the exemption of seamen from the minimum wage provisions of the 
act: (2) exclude the cost of board and lodging furnished seamen by their em- 
ployers in connection with the computation of the minimum wage; and (3) define 
the term ‘American vessel” to include “any vessel which is defined as a ‘vessel 
of the United States’ in title 18, United States Code, section 9, or which is docu- 
mented or numbered under the laws of the United States.” 

When the Fair Labor Standards Act was first enacted in 1938, Congress real- 
ized that the unique character of the shipping industry made it impossible to apply 
the same rules and regulations applicable to shoreside employment, and deter- 
mined that seamen should be exempted from the wage and hour provisions of the 
act. Subsequent Congresses have continued to recognize the essential difference 
in employment conditions and have refused to enact legislation which would bring 
seamen within the scope of the act. There are no new circumstances which would 
require or justify the departure from the policy of exempting seamen from the 
provisions of the act. 


EARNINGS OF AMERICAN SEAMEN 


When in port, seamen now work on a 40-hour weekly schedule and, at sea, 
where operating conditions require a 56-hour week, seamen receive overtime com- 
pensation for the additional work. 

The following table shows the average current monthly basic wages and over- 
time compensation paid to the crew of a United States-flag C-2 type, dry cargo 
vessel operating from Atlantic and gulf coast ports. This table is based on the 
earnings of crews of C—2 type vessels on 57 different voyages of such vessels. The 
figures were computed on February 18, 1957, before the 6-percent increase just 
granted, and are representative of the earnings of crews on most American-flag 
vessels. 
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Monthly | Overtime Subtotal | | 

base wage | |} Pension | Vacation 

and wel- plans 
i 


| l 
| | Monthly contributions | 
| 
i 
| 


fare plans | 
| 
Master $1, 2 | $1, 208. | $48. 00 
Chief mate ; | 48. 00 | 
2d mate | 591. : 283. 3 74. 68 | 48. 00 
3d mate 545. 50 | 259. 81 | 5.31 | 8.00 | 
4th mate ‘ 286. 84 | 7. . 00 | 
Radio officer 536. 83 | 271. 57 | 3. 00 | 
Boatswain 5. 92 | 51.37 29 | 37. 50 | 
Carpenter 8.18 | 36 2% 37. 50 
Deck maintenance 375. 22 | 27. 52 | . 37. 50 
Able seaman 333. 27 | 97.16 : 37. 50 | 
Ordinary seaman_ - 258. | 9. 46 37. 50 
Chief engineer | , 108. 5¢ , 108. 8. 00 
Ist assistant engineer 785. 82 7 l, 5 . 00 
2d assistant engineer. _- | 5 oT: ‘ 00 | 
3d assistant engineer 546.37. | 36 | 73 00 
4th assistant engineer 93 , 2. 9% 00 
Electrician__- 529. 7 37. 50 
2d electrician _._- , 93 5 | 37. 50 | 
Oiler. _- 333. 2 36 525. 66 | 37. 50 | 
Fireman/watertender 333. 27 | : 533. 61 | 37. 50 | 
Wiper. 311. § 2. 49 | 354. 25 | 50 i 
Chief steward__- | 34. § 221. 33 2 37 26. 09 
Chief cook { 393. 4! 35 579. | 37. 50 23. 61 
Cook/baker 382. 5.7 568. 55 37. 0 22. 97 
3d cook. 3 ] 513 : 19. 74 
Messman/utilityman _- ----| 256 5 37 15. 41 | 











The basic wage of American seamen continues to be about four times the 
average paid on vessels of other leading maritime nations. 

An examination of the earnings of seamen, as shown in the preceding table, 
indicates that none of the seamen listed thereon would be directly affected by the 
proposed changes in the law so long as the minimum wage prescribed in the law 
remains at $1 per hour. For example, the unskilled ordinary seaman has a basic 
wage of $258.84 although he averages more than $400 per month. Moreover, 
as shown by the preceding table, he benefits from additional monthly contri- 
butions of $53.03 for pension and welfare and vacation plans, or an overall total 
of $461.33 per month. In the event the minimum wage should be increased in 
the future, an increase in the basic wage of such workers, for a theoretical 
work month of 240 hours, might well be required although his actual earnings 
might go considerably beyond the minimum wage established in the law. This 
situation would affect many seamen on dry-cargo vessels whose actual earnings 
would far exceed any proposed minimum. 

It is very likely that any increases for lower ratings would result in a demand 
for similar adjustments for higher ratings in order to maintain the established 
differentials between ratings. 

The inevitable result, in the light of the developments of recent years, would 
be to add to the wage costs which are already such a problem to the American 
merchant marine. 


EXEMPTION FROM MINIMUM WAGE PROVISIONS 


The proposed change in the law which would remove the exemption of seamen 
from the minimum-wage provisions and provide a special method of calculation 
for determining conformity with the minimum wage appears even less necessary 
or desirable. Regardless of the Fair Labor Standards Act, and regardless of 
the fact that they have never been covered by that act, seagoing personnel have 
been able to make substantial advances in earnings and working conditions 
which go well beyond those gained by most other classes of American workers 
despite the fact that they have never been covered by the Fair Labor Standards 
Act. Accordingly, we see no need for the proposed change in the law which 
would remove the exemption of seamen from the minimum-wage provisions. 

In addition to the two industrywide programs being operated for unlicensed 
seamen, which were referred to in our prior statement, there now exist industry- 
wide pension programs for licensed deck and engine officers and radio officers 
on both coasts. Furthermore, a number of companies operate private pension 
plans for seamen. 
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EXCLUSION OF COST OF BOARD AND LODGING FROM COMPUTATION OF SEAMEN’S WAGES 


H. R. 4575 would amend section 3 (m) of the act to provide that for the purpose 
of computing the proposed minimum wage, insofar as seamen are concerned, 
the cost of board, lodging, and other facilities furnished to any employee by 
his employer shall not be included in such wage. The exclusion of the value 
of board and lodging from such computation would be unfair and discriminatory 
with respect to steamship companies which have always furnished lodging and 
subsistence to seamen on board ship without making any deduction therefor 
from wages. The act, as proposed to be amended by H. R. 4575, would authorize 
the inclusion of the cost of board and lodging in the computation of the minimum 
wage in most other industries. 











APPLICATION TO “AMERICAN” VESSELS 





It is respectfully submitted that proposed changes in the act with respect to 
the application of the minimum-wage provisions so as to include seamen on 
vessels not documented by the United States have very serious implications. 
It is proposed that “American” vessels subject to the law include all vessels 
defined as a “vessel of the United States” under section 9 of title 18 of the 
United States Code. This would mean that a vessel documented under and 
fully subject to the laws of another country would be subject to the provisions 
of the act if it were wholly or partly owned by a citizen or corporation of the 
United States. 

It is unnecessary to point out the clear-cut impropriety of legislation which 
would attempt to regulate within the jurisdiction of another sovereign govern- 
ment. Beyond that, it is easy to visualize the complications which would ensue 
if other governments attempted to dictate the wage scale of American workers 
merely because one of their nationals happened to have an investment in the 
United States. 

It is recommended that, if any changes are to be made in the act, this com- 
mittee should scrupulously avoid action which would impinge on the authority 
of another nation. We recognize that the wage differentials in America and other 
countries create a problem for American shipping, but it cannot be solved here. 

















CONCLUSION 





Accordingly, we respectfully urge that you not approve any amendments to 
the Fair Labor Standards Act of 1938, as amended, which would alter the present 
exemption of seamen from the minimum wage and maximum hours provisions 
of the law or change the extent of the application of the law with respect to 
seamen. 













NATIONAL ASSOCIATION OF DiRECcT SELLING COMPANIES, 
Winona, Minn., July 1, 1957. 





Mr. FREep HUSSEY, 
Chief Clerk, House Education and Labor Committee, 
Washington, D. C. 

Dear Mr. Hussey: You will recall that I requested time for personal appear- 
ance before the subcommittee of your committee handling proposed amendments 
to the Fair Labor Standards Act. 

I have just heard that these hearings have been closed. 

I am enclosing a written statement hoping that you will be able to have it 
included in the record of the hearings. 

With best wishes, I am 

Sincerely, 














J. M. Greorar, President and General Counsel. 





STATEMENT BY J. M. GEORGE, PRESIDENT, NATIONAL ASSOCIATION oF Direct SELLING 
COMPANIES, WINONA, MINN, 












Gentlemen, I am J. M. George, president of the National Association of Direct 
Selling Companies, which has its headquarters at 165 Center Street, Winona, 
Minn. 

This is an incorporated trade association consisting of member companies 
whose merchandise reaches the consumer through house-to-house or door-to- 
door distribution. 
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There are somewhere between 2,500 and 3,000 of such companies in the United 
States, and their problems are the same as those of our member companies. 

In this statement I am coevring and supporting the exemptions for outside 
salesmen and executive and administrative employees, from the standpoint of 
door-to-door or house-to-house selling strictly at the retail level—particularly 
not including commercial travelers or others selling to wholesalers or retailers, 


LEGISLATIVE HISTORY 


The original Fair Labor Standards Act was the result of the enactment of 
Senate bill 2475 in the 75th Congress. Legislative proceedings started in 1937 
and were concluded in 1938 

On May 24, 1937, President Roosevelt sent a message to Congress requesting 
the passage of a Fair Labor Standards Act, and on the next day identical bills 
on the subject were introduced in the Senate and in the House. The President's 
message is contained in Senate Report No. 884 of July 6, 1937. This refers to 
the committee report of the Senate Committee on Education and Labor, which 
accompanied Senate bill 2475. 

On page 3 of this report the President is quoted as follows: 

“Even in the treatment of national problems there are geographical and indus- 
trial diversities which practical statesmanship cannot wholly ignore.” 

He said further: 

“As we move resolutely to extend the frontiers of social progress, we must be 
guided by practical reason and not by barren formulas. We must ever bear in 
mind that our objective is to improve and not to impair the standard of living 
of those who are now undernourished, poorly clad, and ill housed.” 

This Senate committee report, which contained the above message from Presi- 
dent Roosevelt to the Congress, at various places referred to the necessity of 
giving consideration to industrial and geographical diversities so as to avoid 
producing “serious economic disclocations.” The report shows that the com- 
mittee very definitely had before it the idea of doing nothing toward “curtailing 
opportunity for employment or dislocating industry.” 

Extensive hearings were held in the Senate committee and the bill was given 
very careful consideration on the floor of the Senate whereupon it passed and 
was sent over to the House of Representatives. 

The House had been considering its own bill, but promptly upon receipt of 
pany this Senate bill (Rept. No. 1452 of the 75th Cong., 1st sess.). 

The House has been considering its own bill, but promptly upon receipt of 
the Senate bill, consideration of the House bill was dropped and the amendments 
which had been made to the House bill were transferred over to and made a part 
of the Senate bill. 

One of the House amendments was to insert the exemption of those engaged in 
the capacity of outside salespersons. 

The bill went to conference after it had passed the House, and the exemptions 
which I have referred to in this statement were in the bill as it came back from 
conference to both branches of the Congress. It happens that further consider- 
ation was given in both branches of the Congress, for under date of April 21, 
1938, the House Committee on Labor issued its Report No. 2182, and on June 11, 
19388 (Rept. No. 2738), Mrs. Morton from the Committee on Labor submitted a 
conference report to accompany the Senate bill. 

Before final enactment the exemptions were taken out of the definition of 
employee and were placed in a separate exemption section. 

These House committee reports show the same due care and regard for avoid- 
ing the enactment of provisions which would curtail opportunities for employment 
or dislocate industry. 

It was this consideration and care which led the Congress to provide certain 
exemptions, and those two exemptions in which our people are primarily inter- 
ested have seemed to work .without bringing about any conditions inconsistent 
with the purpose for which the legislation was adopted. 

It is believed that those exemptions then constituted wise and thoughtful 
legislation and that nothing has since occurred to indicate the desirability of 
their elimination or modification. 


PART I. OUTSIDE SALESPERSON EXEMPTION 
This exemption is based upon practical considerations. It may be said that 


without any exception an outside salesperson operation affords no possibility 
of control or regulation of the efforts or of time put in by the salesperson. His 
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ited or her activities are performed away from any observation or chance of obser- 
vation or supervision by the concern with whom connected. The salesperson 
Side may carry on sales activities as little or as much as he may desire. He may 
t of take a vacation when he wants to and he is in complete control of all matters 
arly which on an inside occupation are subject to control and to records of time put in. 
ers, Time put in is the crux of this situation. If in this form of distribution time 
put in was controllable there would have been no reason for this exemption. 
There are no maximum, minimum, or regular working hours involved and no 
question of overtime under such conditions can exist. 
: of The absence of possibility of control and the absence of other elements of 
987 employment have been the reason why in all legislation of this kind outside 
. salespersons have been omitted from coverage. 
Ang Since the beginning of this form of distribution in America back in the 17th 
ills century the method of compensation has been on the basis of volume of sales 
at's achieved and upon that basis only. This method came into being not by design, 
3 to but by reason of economic necessity. No other method is realistically applicable. 
‘ich No other method will work. 
When the worker determines for himself the amount of his activity and the 
time when he chooses to be active, wage standards cannot be applied. 
lus- When bonuses are paid to salespersons, and this is a common practice, they are 
not predicated on the basis of time put in, but upon volume of business produced. 
Economically, it should be self-evident that a selling company cannot pay for 
| be effort not made or for sales results not achieved. 
— Selling is a distinct function of distribution and there can be allocated to 
ing that function only a portion of money received from sales, therefore, where a 
saa: salesperson does not earn the established minimum wage, the company would be 
' compelled by economic necessity to drop the connection. 
of Putting marginal producers out of selling by application of artificial standards, 
oid merely shifts such persons out of gainful activities and into the labor pool, part 
cs of which is always unemployed. oe 
We hear of no demand on the part of salespersons in this field for wage and 
ia hour controls. . ' ! 
This act has been extensively amended on two separate occasions and in neither 
nd of these occasions when this legislation was thoroughly gone over, was any change 
made in this exemption. 
of Since the adoption of this act, Idaho, New Mexico, Rhode Island, and Wyoming 
‘ have adopted quite similar wage and hour laws and in all four of these State laws, 
m outside salespersons were specifically exempted. 
¥: Also, since adoption of this act various States have adopted or amended their 
it minimum wage acts for the purpose of extending them beyond coverage of women 
in and children to coverage of all workers and in none of these amended acts are 
there provisions to include nor have provisions been interpreted to include outside 
ns salespersons, Bas ; 2 \ 
va ; Under some of these State statutes provision is made for the administrative 
ve issuance of wage orders and in those States where wage orders have been adopted 
1 they have been written or interpreted so as not to apply to outside salespersons. 
4 In practically every State and several times in most of these States since the 
2 adoption of this Federal act, bills have been introduced for the establishment of 
. wage and hour acts at the State level. Few of these acts have become law, but 
of in the legislative procedure leading toward enactment the bills for these laws 
either contained the outside salesperson exemption or were amended to contain it. 
a In some States there have been | attorney general opinions where the 
a State act contained no specific exemption and none of these opinions have held 
that outside salespersons are to be covered. 
™ Now there must be some potent reason for this consistent State legislative 
az and adininistrative history and that reason is the very reason which caused 
nt the Congress to include the outside salesperson exemption in the original Fair 
Labor Standards Act. 
1] Nothing has occurred since, which in any way invalidates this reasoning. In- 
f elusion of this type of gainful activity would simply be bad legislation. It 
would decimate the ranks o fthose who want this means of gainful activity, 
most of whom are part-timers. 
It is the purpose of the Fair Labor Standards Act to set up fair rules of em- 
ployment, not to reduce gainful opportunities. 
it It is submitted that if the outside salesperson exemption were stricken the 
principal purpose of the legislation as a whole would in this area be defeated. 
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Definitions in other Federal social legislation establish the master-and- 
servant doctrine as the yardstick to determine whether or not an individpg) 
is an employee or a self-employed person. This yardstick was put into this 
other Federal legislation by way of amendments because for some reason or 
other the United States Supreme Court conceived the idea that some other 
than the common-law doctrine of master and servant be applied in determining 
coverage under those acts. 

The Congress very specifically and with reference to such Supreme Court de 
cisions added specific language to such legislation, saying in effect that the 
common and usual meaning of the word “employee” was intended at the time 
of the original enactment of such legislation. 

In this act now before you there is no language which is equivalent to the 
definitive language in these other Federal acts which compels the use of the 
common-law doctrine as to who is or who is not an employee. 

As long as the outside salesperson exemption is contained in this act the ques- 
tion of who is or who is not an employee in a selling capacity is not a matter 
of dispute or determination. If this exemption were repealed there would occur 
a multiplicity of administrative and court procedures to determine whether or 
not the act which is an employer-employee act applies to outside salespersons 
who under the common law are not employees, but who under certain Supreme 
Court decisions discredited by Congress by amendment of other Federal social 
legislation might very well be controlling in this particular legislative and 
administrative area. 

Repeal of this exemption might ffud salespersons of any given direct selling 
company held to be self-employed under the other social legislation and employ- 
ees under this legislation. 

Even though this difficult question may not be involved in respect to any 
given company it is still quite obvious that the inherent difficulties and prob- 
lems of an employee status would exist without regard to whether the in- 
dividual is employed or self-employed. 

A feature of direct selling which may not have occurred to Members of Con- 
gress or persons supporting elimination of this exemption from this act. is 
that approximately 90 percent of all selling by outside salespersons is On a part- 
time basis. 

A nationwide survey of this method of distribution taken some time ago 
showed that not more than 10 percent of all outside salesmen put in as much 
as 20 hours per week. 

The other 90 percent put in hours ranging from 20 hours per week down to 
a dozen or so sales transactions per year. 

Another factor which runs hand in glove with this condition is that a, very 
considerable number of salespersons handle lines of merchandise which are 
furnished by a multiplicity of companies. I personally have run into a sales- 
person situation where the salesperson was at the same time handling 12 differ- 
ent lines. This condition is the product and the absolute proof of impossibility 
of control of time put in. 

In all of my years of connection with this association I have never heard of 
a salesperson working overtime. The important factor in the relationship of 
an outside salesperson with a supply of merchandise is not the number of hours 
worked, but the volume of sales produced and compensation for selling activities 
is traditionally based upon a profit or a commission. 

Compelling a direct selling concern in its relation with outside salespersons to 
follow a fixed or artificial wage standard would actually wreck this type of 
distribution. Neither the salesperson nor the company is interested in the 
question of hours put in. Both are interested in the volume of sales. 

Salespersons, to the extent of approximately 90 percent of such personnel, are 
recruited from the following categories: 

Housewives seeking on a part-time basis to augment family income; 
Employed men seeking the same augmentation ; 
Farmers who at various periods have free time; 
Men or women who for some cause or another are not available for full-time 
employment ; 
Young men and women selling mostly during vacation-time to pay their way 
through college ; 
Young men and women selling throughout the college year as a limited part- 
time activity and paying their way through college in this manner; 
Temporarily unemployed persons ; 
Seasonal workers; 
Unemployables. 
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Only in the case of the professional salesperson is there anything approaching 
a full-time work level and this type of salesperson is by far in the minority of 
all salespersons. 

Elimination of the outside salesperson exemption or the placing of a $60 or 
any other artificial floor under the exemption would put an end to practically all 
of this part-time selling activity and it cannot be said that such a result would 
be beneficial to these persons, 

In setting up the outside salesman exemption in this act, Congress necessarily 
found that outside salesmen, because of the nature of their occupation were not 
within the class of workers who required the kind of protection which the act 
sought to afford. 

Let us revert to what the President of the United States said at the time that 
this act was originally recommended to the Congress: 

“As we move resolutely to extend the frontiers of social progress, we must 
be guided by practical reason and not by barren formulas. We must ever bear 
in mind that our objective is to improve and not to impair the standard of living 
of those who are not undernourished, poorly-clad, and illhoused. * * * Even 
in the treatment of national problems there are geographical and industrial 
diviersities which practical statesmanship cannot wholly ignore.” 

We submit, therefore, that no good could come to anyone from the elimination 
of this exemption which was subjected to very extensive and careful thinking 
at the time of its adoption and the logic of which carried through for a period 
of over 10 years during which time this act was overhauled and amended twice 
by the Congress. 


PART If. EXEMPTION FOR EXECUTIVE AND ADMINISTRATIVE EMPLOYEES 





Through action specifically required by this act, the Administrator of the Wage 
and Hour Division, Department of Labor, has set up criteria for the purpose 
of differentiating between workers exempt under this statutory exemption and 
those who are not exempt. 

A bona fide exemptee must meet the requirements of 6 criteria as an executive 
employee and 7 criteria as an administrative employee. In each case of these 
several criteria is the wage test. The exclusive purpose of this test is to aid 
the Administrator in determining whether given individuals are or are not bona 
tide executive and administrative type employees. 

Presently the wage test is $55 per week for executive employees and $75 per 
week for administrative employees, 

Converting this test onto a 40-hour week basis the hourly rate is $1.37 for 
executive employees and $1.87 for administrative employees. 

This test, therefore, is sufficiently above the minimum hourly rate of $1 for 
nonexempt employees to discourage efforts that might be made by some employers 
to forget the question of bona fides. 

The wage-test level has been changed twice (1940 and 1949) since the act 
was passed and administrative hearings and proceedings were held in recent 
months to consider whether or not the present levels should be changed on ac- 
count of an upgrading of wages for nonexempt persons during the past few years. 
It is logical that an appreciable spread be obtained between the hourly mini- 
mum of nonexempt persons and the wage-test level for exempted employees. 

The wage test is probably of less importance than the tests based upon the 
character of the work, duties, discretion, and responsibilities of those exempted. 

It cannot be conceived that Congress intended these exemptions to be used as 
a tool to establish minimum wages for the exempted classifications. 

In passing the act, the Congress turning over the definitive powers to the 
administrative department, must have concluded that test criteria could best be 
set up in that manner. The act itself does not mention or require a wage test. 

Logically, where numerous administrative tests are involved, all of them 
should be left to administrative action. They are necessarily corelative. 

It may be readily admitted that the procurement of changes in administrative 
regulations is less difficult and can be more easily accomplished than changing 
a statutory requirement. The time period factor in the case of changing of regu- 
lations is a matter of months where in the case of a legislative change the fac- 
tor is a matter of years, hardly possible short of a 2-year period. 

A radical change in the economic situation generally, could come speedily and 
tests or controls which are set up administratively can be promptly changed to 
meet the change in the economic situation. 
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The administrative department has from the beginning found that it is prefer. 
able to express the salary test in terms of dollars per week rather than per month 
or per year. 

It is difficult to anticipate what dislocations and problems might very well be 
raised if a bill were enacted to set up a test on the basis of dollars per year, 
A salary test to be workable should be reasonable under average conditions 
throughout the country. The salary rate is applied to many thousands of differ- 
ent situations in all parts of the Nation. Salaries vary industry by industry, by 
size of establishments and in different parts of the country. Furthermore, the 
importance and value of the work given to these exempt persons may vary widely 
or more widely than the variation in situations just referred to. 

For these reasons the salary test should not be applied as a minimum wage 
control. It only is intended as one of the criteria to separate the exempt from 
the unexempt employees. Having this in mind, the salary test should merely 
maintain a spread between it and the hourly minimum wage sufficient to dis- 
courage any false classifications into an exempt category. 

No salary test should be applied which in itself will operate generally to deny 
exemptions to persons entitled to them. This would constitute a dislocation 
which would be contrary to the purpose for which the Congress set up the 
exemption. 

The establishment of a realistic salary test would not in any manner interfere 
with the proper selection of those who are bona fide entitled to the exemption. 

These are all matters which should be considered in any determination as to 
whether or not a salary test should be legislative or administrative. There is 
nothing to indicate that it would be an advantage to anyone for the Congress 
to select one of the demarcation criteria for legislative action where that subject 
matter can be so much more easily and efficiently handled through administra- 
tive action. 

In our field of business operations we have two breakdowns in exempt em- 
ployees; i. e., those who perform their services at the place of business of the 
employer and those executive and administrative employees who perform their 
functions entirely away from the place of business of the employer. 

These outside exempted workers are engaged in sales promotion. They are a 
direct cost load on the selling function. An unrealistic wage test would require 
discontinuance of the connection with these workers if the result of the efforts 
which they perform did not pay its way. Workers who are now able to produce 
business sufficient to pay the cost load and who are marginal producers, would 
under any wage test as proposed in several of the bills pending be economically 
impossible of maintenance in their present positions. This would be harmful to 
these persons and to the concerns with whom they are connected, bringing about 
a dislocation of the kinds warned about at the inception of the legislation which 
resulted in the present act. 

CONCLUSION 





It is respectfully submitted that the Congress take no action to repeal or 
modify the existing exemption for outside salesmen or the exemption for execu- 
tive and administrative employees. It is also further respectfully submitted 
that out of the some 2,500 to 3,000 companies in this field less than 100 of them 
would fall outside of the classification of “small business,” under any definition of 
that term. It is also further respectfully submitted that since 1948 there has 
been a reduction in number of direct-selling companies of approximately 80 per 
cent. This 30 percent were small business concerns which couldn't stand the 
business pace. 
I offer this statement for entry into the record of these hearings. 

I thank you. 






AMERICAN TAXICAB ASSOCIATION, ING., 
Chicago, IN., July 1, 1957. 
Hon. AUGUSTINE B, KELLEY, 
House Office Building, Washington, D. C. 

DEAR REPRESENTATIVE KELLEY: The taxicab industry is very concerned about 
the possibility of losing its present exemption from the minimum wage provisions 
of the Federal Fair Labor Standards Act. 

It is well known that all urban transit operations are in a precarious situation 
today. Even if it were practicable to have a minimum wage in taxi operations, 
our industry could not afford it. But a minimum wage cannot work in taxi op 
erations because the companies have no way of controlling their drivers. 
























































If 
staD 


B 


—- —— 





age 
rom 
rely 
dis- 


eny 
‘ion 
the 


ere 
on, 
| to 
» is 
@SS 
ect 
ra- 


m- 
he 
eir 








FAIR LABOR STANDARDS ACT 1529 









If you will please read the 1-page memorandum enclosed, you will under- 
stand our need for continued exemption. Thank you. 
Very truly yours, 






JOHN S. Rouse, President. 





MEMORANDUM 









In the present Fair Wage Standards Act the employees of taxicab companies 
are exempted from its provisions. This has applied since 1948. The action was 
not taken hurriedly or without full consideration by the Congress. It was in- 
cluded in the amendments to the act at the instance of Senator Taft of Ohio 
and Senator Pepper of Florida, who might be assumed to represent the two 
extremes of the Committee on Labor and Education of the Senate. 

It was taken because of the fact that the taxicab industry is an altogether 
peculiar and different industry from others that might be included in the act. 
Particularly that applies to the matter of drivers of taxicab companies. They 
are on a commission basis and the company itself has no control over the drivers 
after the cab leaves the garage. 

In addition, there are innumerable cases—in fact, almost universal practice— 
where there are two drivers for each cab. The second or supplemental drivers 
are as a rule college students or men employed in other industries who want to 
inerease their weekly stipend by working on taxicabs. 

In the legislation now pending before Congress there is no exemption of the 
employees of taxicab companies. Your attention is directed to the fact that the 
same reasons which applied to the exemption as made in 1948 even more strik- 
ingly apply at the present time. 

The taxicab industry has become an increasingly important factor in urban 
transportation. The taxicab industry is today on a basis of higher efficiency 
than at any time in the past, but the taxicab industry, no matter how efficiently 
managed, is at a very small margin of profit and will be seriously curtailed in 
its usefulness and, in many cases, entirely destroyed unless it is granted the 
exemption herein outlined. 

To that end the entire industry, including the National Association of Taxicab 
Owners and the American Taxicab Association, representing every phase of the 
business, most respectfully request a very definite consideration of the continu- 
ance of the exemption above outlined. It also desires respectfully to go on record 
as sending to you this resolution of protest and request for earnest consideration 
in the hope that any bill that may be reported by either of the branches of the 
Congress will continue the exemption of taxicab companies as now embodied in 
the act. 




































UNITED TEXTILE WORKERS OF AMERICA, 
Washington, D. C., June 25, 1957. 





Hon. AUGUSTINE B. KELLEY, 
Chairman, House Subcommittee on Labor Standards, 
House Office Building, Washington, D. C. 

DeaR CONGRESSMAN KELLEY: In accordance with a recent decision of our 
executive council, we urge the House Subcommittee on Fair Labor Standards 
to recommend a substantial extension of coverage for millions of workers still 
employed at miserable wages in a period of rising living costs. This constant 
price increase creates a pitiful existence for workers receiving less than $1 an 
hour. In fact, the dollar minimum is inadequate but would give some relief to 
the underpaid. 

While the administration in its position recognizes the principle and the 
necessity for extended coverage, our union contends that the limited proposals 
do not meet the requirements of our economy in raising low minimum and in- 
creasing purchasing power. Legislation patterned along the lines of the Morse- 
Kelley bill is more desirable and necessary. 

With the uncertainties and mixed opinions of future business prospects, a 
substantial coverage of the dollar minimum would be helpful to many industries 
including textiles. This industry is now in a slump, with mill closings and cur- 
tailments causing widespread unemployment. Many of our former members, 
affected by these mill closings, are now “trapped” in these uncovered jobs and they 
are the family breadwinners. Favorable action would create, in its true sense, 
“A Fair Labor Standards Act.” 

Sincerely yours, 



















INTERNATIONAL EXECUTIVE COUNCIL, 
ANTHONY VALENTE, President. 
Lioyp KieNnert, Secretary-Treasurer. 
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PACKAGE MACHINERY Co., 
East Longmeadow, Mass., June 25, 1957. 
Hon. AUGUSTINE B. KELLEy, 
Chairman, Subcommittee on Labor Standards, 
House Office Building, Washington, D.C. 


DEAR CONGRESSMAN KELLEY: I appreciate the opportunity to make a statement 
in behalf of your bill H. R. 4575. I am a manufacturer and have been for many 
years, president and am now chairman of the Package Machinery Co., Spring- 
field, Mass. In 1952, I was Economic Stabilization Administrator. 

I notice that many opponents of your bill stress the inflationary aspect of it, 
That is a rather threadbare argument which has been used for a long time by 
those who want to continue sweatshop wages in certain occupations. It is even 
used as an argument to prevent wage raises in higher brackets. 

The figures from the Bureau of Labor Statistics that have been recently pub- 
lished completely refute this. They show that productivity has risen faster 
than wage rates have risen, and whenever this happens, the wage raises are not 
inflationary. It is only when rising wages outstrip rising productivity that the 
raises can become inflationary. In the occupations to be covered by your bill, 
productivity, thanks to all sorts of mechanization, has risen tremendously. To 
feel that the inclusion of those groups under our present minimum wage um- 
brella is inflationary is most truly farfetched. 

It is hard for most people, whether they be employers or employees, to realize 
what the wage conditions are in the groups that H. R. 4575 is designed to pro- 
tect. People who work 13 hours a day, 7 days a week, during the rush season 
are certainly entitled to a fair minimum wage. 

Because of my former position, I felt especially qualified to point out that the 
inflation argument is not a good one against your bill. There are others better 
qualified that I am to stress the humanitarian and the social needs for this 
legislation. I most definitely hope that it can get favorable consideration by 
the Congress. 

Sincerely yours, 
Rocer L. PutNaAmM. 





VEGETABLE GROWERS ASSOCIATION OF AMERICA, 
Washington, D. C., Jame 27, 1957. 
Mr. A. Reets KELLry, 
Clerk, Subcommittee on Labor Standards, House Committee on Education 
and Labor, House Office Building, Washington, D.C. 

DeaR Mr. KELLEY: I am enclosing three copies of the Vegetable Growers 
Association of America statement to be filed in the record regarding the pro- 
posed amendments to the Fair Labor Standards Act. 

I understand there is a possibility of the committee holding hearings in the 
field after Congress adjourns. I would appreciate knowing if and when such 
hearings will be held and where. We possibly will have some vegetable growers 
who will want to make appearances, particularly in the State of Florida. 

Very truly yours, 
JosePu 8. SHELLY, Hxecutive Secretary. 


STATEMENT OF THE VEGETABLE GROWERS ASSOCIATION OF AMERICA 





The Vegetable Growers Association of America is the only national organiza- 
tion of vegetable growers with 42 affiliate organizations with membership in 30 
States. This statement is based upon the policies adopted by the voting delegates 
at our last annual meeting. 

This association is opposed to the extension of the exemption provisions of the 
Fair Labor Standards Act of 1938 to agricultural workers, including those 
engaged in the handling and processing of fresh or processed vegetables. To 
include agricultural workers under the minimum wage and overtime provisions 
or restrict the existing exemptions would create additional hardships and impose 
additional burdensome recordkeeping upon a group of individuals already in a 
disadvantageous economic position. The enactment of some of the proposed 
provisions will literally liquidate many of our family-sized vegetable-farm 
operations. It is very doubtful that exemptions and restrictions would end 
with the current proposals. Bureaucracy always has a tendency to increase 
rather than decrease. Increased regulations and record-keeping, with declining 
income, are a detriment to young men entering the vegetable-growing business 
and an inducement for older farmers to quit the business or sell out. 
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THE NATURE OF AGRICULTURAL LABOR 







Labor operations on vegetable farms are seasonal with frequent peak opera- 
tions. Labor operations on a vegetable farm cannot be confined to a 40-hour 
week nor an 8-hour-day time-clock schedule. Vegetables are highly perishable 
and must be harvested when mature. A difference of 1 day may make the 
difference between top grade and second grade, difference between a profit or a 
loss. Expeditious movement is important from the quality and price point of 
view. 

It is essential to bear in mind that the Fair Labor Standards Act was pri- 
marily designed as an industrial act. The operation of a vegetable farm, 
whether large or small, is considerably different from that of an industrial plant. 
In numerous instances the farm employee is furnished with produce, housing, 
electricity, fuel, transportation, or other products or services of value. Cer- 
tainly these items must be considered when determining compliance with the 
minimum-wage requirements. The question immediately arises as to who shall 
deterine the rate of compliance. Many of these items will vary from farm to 
farm, from one geographical region to another. I can visualize considerable con- 
fusion and frustration in an attempt to meet these requirements. 

Many of the labor operations on a vegetable farm are paid for on a piecework 
basis. In many instances the workers request payment at the end of each row. 
Many of the more skilled workers will earn amounts far in excess of the 
minimum wage. Others who are less skilled, women, and children, welcome 
the opportunity of vegetable farm employment in jobs adaptable to such labor. 
Packing-shed operations, washing, sorting, typing, wrapping, packaging, and 
crating are some of the jobs acceptable to women, children, and less skilled 
workers. 

I should like to enumerate briefly the different kinds of workers one might 
find on a single owner-operator vegetable farm which might hire as many as 
50 to 100 workers during peak seasons. This would include the farm manager, 
a field foreman, with weeding or harvesting crews, shop foreman, a mechanic or 
two, packing-shed foreman and his crews, trucks and tractor drivers, machinery 
operators, and an office secretary. This is not a hypothetical case but an actual 
fact among many of our members. The facts are the same whether it be on a 
50-acre farm or 500 acres. 

To calculate work schedules and wage-rate conversions to the minimum wage 
for all such operations would be utterly impossible. Piecework rates in harvest- 
ing operations vary as widely as the price of a hamper of beans. They vary from 
area to area, crop to crop, and according to the time and number of pickings. It 
is this multiplicity of local, State, and Federal regulations which drives farmers 
to distraction and destroys the family farm, with which so many are concerned 
in maintaining. The Vegetable Growers Association is proud of its many fine 
and outstanding family farm operations. 

We are opposed to any proposals to classify farms according to size of opera- 
tion or on a basis of man-day units. The economic difficulties on a small family 
farm are no different from those on a larger family-sized operation. All too 
soon whatever regulation might be established for large farms will eventually 
be the same pattern for small farms. 



















































HANDLING AND PROCESSING EXEMPTIONS 








This association recommends that Congress consider the proposals offered in 
H. R. 6087. The fact that the Fair Labor Standards Act was passed in the 
interests of industrial and interstate commerce employment, certain definitions 
for agriculture, the area of production, and first processing were inserted to dis- 
tinguish agriculture for interstate commerce. 

H. R. GOS87 in our opinion will clearly define the original intent of Congress. 
These terms in the past have been subjected to question and timely and costly 
litigation during the intervening years. 

We believe the proposed amendment would clearly define the term, “agricul- 
ture.” 

Even of greater importance is the definition of “the area of production,” han- 
dling, and processing exemptions. 

The original definition based on the population test of 2,500 has not been ade- 
quate. It has been subjected to considerable litigation and different interpreta- 
tions in different parts of the country. There are numerous instances among 
our membership where certain types of vegetable production were on the out- 
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skirts of town which now have become cities, almost completely surrounding the 
vegetable production operation. Land values have increased with resulting tax 
increases. Production costs have increased as well. However, the price the 
farmer receives has not kept pace with these rising costs. Increased costs of 
production on the farm cannot be passed on as in the case of many industria] 
products. The economic factors of operation are basically the same as they 
were when the act was originally passed but considerably aggravated. To deny 
present exemptions will only result in further liquidation of these family-oper- 
ated farms. 

The cost of processing and distributing vegetables are of primary concern to 
the vegetable grower. They are as important as if they were one of his own 
production costs. Labor costs represent a large share of the processing costs, 
These costs must be passed on to the consumer or be reflected in the price the 
farmer receives for his raw product. Government-imposed regulation of wages 
which will increase the cost of a product deprives agriculture of its full income, 
transferring it to another group. 

The exemption in the Fair Labor Standards Act, referred to as the 14-week 
exemption, is very important to the vegetable handling und processing industry. 
Vegetable production and vegetable processing are seasonal. The commodities 
are highly perishable and must be handled immediately. To require adherence 
to the 40-hour week and overtime payments would be financially impossible for 
most small processing plants. To acquire a second- or third-shift crew would 
be impossible because of a lack of sufficient labor in the small communities in 
which many of these plants are located. To halt production at the end of 40 
hours would deprive many of the income they derive from the seasonal employ- 
ment and large quantities of vegetables would have to spoil. These losses and 
costs have to be covered by higher prices to the consumer. 

We believe that Congress dealt wisely when these exemptions were originally 
written into the law. The situation has not changed that much during the inter- 
vening years to warrant the removal of these exemptions. However, as progress 
is made, some adjustments and clarifications often become necessary. 

For instance, many of the operations and activities formerly conducted on the 
farm by the farmers have had to be transferred to the market place. Today the 
market demands high-quality vegetables in large quantities from a steady source 
of supply. This has required vegetable growers to form marketing agencies 
to conduct many of the market functions off the farm. These operations have 
been established close to transportation facilities or in the market place. This 
has produced a better quality pack, made it more attractive to the consumer, and 
materially enhanced the small operators’ competitive advantages. Certainly 
this has enhanced the yalue of the vegetables but not without an additional cost 
to the grower. Just because this function is conducted off the farm does not 
necessarily classify this as an industrial operation nor warrant the removal of 
the exemptions so essential to efficient and economic operation of the Nation’s 
vegetable farms. We sincerely believe that the recommendations in H. R. 6087 
would correct some of the concerns which have developed. 

It is not our intention to see wages reduced or depressed, nor should any claim 
be made that because agricultural wages are unregulated, the agricultural worker 
has been exploited. In numerous instances rates higher than the minimum are 
being paid to compete with and acquire high-quality labor. Government regula- 
tion of agricultural labor does not by itself guarantee higher purchasing power 
for the worker. If this were the case, certainly the European worker today 
would be enjoying a higher standard of living. 

We do, however, view with alarm the ever-increasing encroachment of the 
Federal Government into the affairs of the American farmer and denying him 
the freedom of making his own managerial decisions as they fit into his family- 
operated farm. The record of Government intervention in agriculture all too 
often has merely tended to accelerate the effects of the law of diminishing returns. 

We believe that our opposition to the narrowing of exemptions now enjoyed 
by agriculture is not unreasonable or selfish. The vegetable industry is proud 
of its record of accomplishments. It wants to continue supplying the Amer- 
ican public with nutritious, healthful vegetables so essential to their diet and 
well-being and without the aid of huge Government subsidies and thwarting 
regulations. 
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STATEMENT OF JOVETT SHOUSE AND JEREMIAH COURTNEY ON BEHALF OF THE 
NATIONAL ASSOCIATION OF TAXICABS OPERATORS AND THE AMERICAN TAXICAB 
ASSOCIATION 













My name is Jeremiah Courtney. I am general counsel of the American Taxi- 
eab Association, Inc. This statement, however, is presented on behalf of the 
National Association of Taxicab Operators as well as the American Taxicab 
Association. These are the two national trade associations of the taxicab indus- 
try. Mr. Jouett Shouse is counsel for the National Association of Taxicab 
Operators. Mr. Shouse and I have collaborated in the preparation of this 
statement and he has graciously consented to my presentation of the statement 
on behalf of both our organizations with a view to saving the time of your 
committee. This statement is therefore for the entire taxicab industry which 
employs, at the present time, in excess of 200,000 drivers with necessary crews 
for maintenance. 

Taxicab operations are now expressly exempt from both the minimum wage 
and maximum hours provisions of the Fair Labor Standards Act by section 
13 (a) (12) which exempts “any employee of an employer engaged in the busi- 
ness of operating taxicabs.” The membership of both our organizations is greatly 
alarmed by a proposal before your subcommittee to abolish this exemption en- 
tirely and by the advocacy of partial abolition on the part of the Secretary of 
Labor in his statement before you on February 25, 1957. Our members are 
alarmed because an extension of the coverage of the act’s minimum wage and 
maximum hour provisions, as contained in 8. 1267, to taxicab operations, or an 
extension in the form envisioned by the Secretary of Labor, would be ruinous 
to their businesses, 

It is our view that any such extension of the minimum wage and maximum 
hour law to taxicab operations is unnecessary; impractical of enforcement ; 
contrary to the declared policy of the Fair Labor Standards Act and the very 
legislative proposal which seeks such extension; and the general economic 
objectives of the administration. 

The exemption of the taxicab business was established by Congress because, 
in general, these conditions peculiar to taxicab operations justified this special 
treatment : 

(1) Taxicabs are small and local businesses whose activities have little or 
no impact on interstate commerce. 

(2) Taxicab employees—drivers—are engaged in work of a kind which makes 
it impossible for the employer to know or have control over the number of hours 
which they actually work. 

(3) The work of a taxicab driver is, by its very nature, seasonal in character, 
subject to peaks and slumps, depending on the time of day, weather, etc. 
Furthermore, the taxicab industry has become increasingly dependent on part- 
time drivers to man their fleets, the percentage of part-time drivers used reaching 
as high as 50 percent in some cities. 

These considerations remain entirely relevant today. By and large taxicab 
operators are small-business men. Even those employing 100 or more per- 
sons, to whom the Secretary of Labor wants to extend the coverage of the 
minimum-wage law are, in today’s economy, small-, or comparatively small- 
business men. Their operations are certainly local in nature, almost invariably 
confined to a single town or city under whose franchise they operate. Their effect 
on interstate commerce is negligible. Unfortunately, the definition of “activity 
affecting commerce” in 8. 1267 appears to be so broad as to extend coverage 
to the limit of constitutional power ; perhaps, a bit beyond. 

The taxicab business cannot be operated successfully on the basis of a 40-hour 
week and &-hour day. By the very nature of his occupation, a taxicab driver is 
not subject to close control or supervision by his employer. If he has a guaran- 
teed minimum wage, he may be tempted to “soldier” on the job. At present, a 
driver gets a commission varying between 35 and 45 percent of his revenue. 
The more he takes in, the more he makes. In some cases, the driver may get 35 
percent on the first $30 of fares, after which he is a full partner receiving 50 
percent of all his bookins over $30. These arrangements create an incentive 
for the driver to be on the alert and to seek out and exploit business oppor- 
turnities. A guaranteed minimum wage will in many cases cut down this in- 
centive. This will be particularly true in the case of a part-time driver who 
drives a cab to supplement the income from other regular employment. If he 
knows that by working 4 hours he will earn $4 whether he picks up 1 or 10 

passengers, that incentive is there for him to look for fares? The driver will 
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earn what he feels he needs because the Government has so decreed. But what 
of his employer—owner of the cab. He will clearly lose money—with what 
results, I will show later. 

Taxicabs must operate 7 days a week, 24 hours a day. Many drivers work 
more than 5 days a week, and usually more than 8 hours a day. Some days 
and some periods during a day are more profitable than others. An ambitious 
and resourceful driver knows how to benefit from these variations. A guaran- 
teed minimum wage will award the unresourceful and deprive the resourceful 
one of the incentive he now has. It is obvious that no operater will be able to 
afford to keep a cab on the streets 24 hours a day, which will include the un- 
profitable hours and runs, if he will have to pay his drivers a minimum wage 
regardless of the revenue they bring; plus a penalty pay for overtime. Nothing 
will quicker ruin the taxicab business than such application of the minimum- 
wage and overtime provisions. The result will be less cabs, which in turn will 
result in less employment not only for the drivers, but also less business for cab 
manufacturers and the various service industries serving taxicabs, with the con- 
sequent diminution of employment for the workers they employ, to say nothing 
of the loss of service to the taxi-riding public. 

In some taxi operations, as much as 60 percent of the customers may be de- 
pendent on taxi service to satisfy their transportation needs—persons afflicted 
with arthritis, heart conditions, etc. If the driver is operating on a guaranteed 
wage, service to the home calls of such dependent persons will invariably suffer, 
if for no other reason than that the drivers would then concentrate on the down- 
town business, where they do not have to move off their stand to get a fare. 

The fact that the taxicab business is exempt from the minimum wage and 
maximum hours provisions of the act does not mean that its employees have 
been exploited. Compensation of drivers—who constitute the mapjority of the 
personnel employed by the taxicab industry— is, as it must be, based on results 
rather than on the number of hours worked. And results, as already shown, 
depend on the individual drivers. Moreover, the compensation of drivers which 
is based on commissions of 35 to 45 percent of revenue taken, the percentage 
depending on the local scale, is substantially augmented by tips from passengers, 
Tips may vary in amount; but it is a rare passenger indeed who doves not tip. 
Tips, therefore, are a recognized and substantial source of income of every cab 
driver, in addition to the basic commission rate paid by his ultimate employer. 

The key to wages and wage increases is productivity. In the taxicab industry, 
the productivity has not, and cannot, increase as rapidly as it has in other in- 
dustries. Nevertheless, by virtue of the commission system of compensation, 
augmented by tips, the failure to increase their productivity has not barred 
these drivers from the means of earning a living. But if the minimum wage 
law is extended to these drivers, many of them will be denied their jobs be- 
cause their productivity will be insufficient to enable them to earn the legal 
minimum wage. If they are retained in spite of that and paid a set minimum 
wage, those payments will operate only to increase the already serious infla- 
tionary trend. Inflation always follows whenever a rise of wages is not ac- 
companied by increased productivity. This committee, I am sure, is well aware 
of the untimeliness of any legislation which would result in worsening the pres- 
ent dangers of inflation, about which the administration is presently and rightly 
so greatly concerned. 

Thus far, we have endeavored to show why a legal minimum wage is imprac- 
ticable, unsuitable, and unnecessary in the taxicab industry because of its unique 
nature and method of operation. Now, let us discuss the devastating effect that 
it would have on the employers in this industry. 

The taxicab industry is a regulated industry. Its rates are set by the local 
authorities and cannot be increased at will. Moreover, the rates are adjusted 
to local conditions. A federally imposed minimum wage may, in many areas, be 
incompatible with the prevailing local wages for the type of work involved. 
Hence an increase in rates to compensate for such increased cost would be im- 
possible to obtain. And in a tight local labor market any federally imposed 
wage increase in one industry may carry in its wake a general increase in areas 
not intended by the law—and thus contribute to the inflationary spiral. But, in 
any event, no cab fare rate could offset the ruinous effects of having to pay an 
hourly minimum wage during slack hours or seasons, which this industry must 
take into account, as already pointed out. 

The taxicab industry must compete for drivers in today’s tight labor market. 
The result of this is that taxicab operators have to rely more and more on part- 
time drivers who drive a few hours a day to supplement their regular income 
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from other jobs. During many parts of a 24-hour period, such part-time drivers 
may not earn in commission the equivalent of the legal minimum wage (even 
though with tips they may actually earn more, or at least as much as they need 
to supplement their regular income). If the difference had to be supplied by the 
employer the cab would be operated at a deficit. No taxicab operator can afford 
to absorb such a deficit and remain in business. As a result, therefore, either the 
operator would go out of business and all his employees lose their jobs, or the 
operator would have to cut down on the hours of operation and his part-time 
employees would lose their jobs. In either event, the objective of the act, and 
S. 1267, to eliminate conditions detrimental to the maintenance of a minimum 
standard of living “without substantially curtailing employment or earning 
power,” would be frustrated. 

This would be the effect of extending the minimum wage to both small and 
large operators, since both operate on an extremely narrow profit margin. In 
recent years the profits of the taxicab business have been sharply cut down by 
the rapid increase in the number of private cars; movements to the suburbs, and 
the decrease in the number of people, because of the movement to the suburbs 
and the advent of television, seeking entertainment in the downtown areas during 
evening hours. 

A typical taxicab operation employing 100 persons (this example has been 
selected because the Secretary of Labor advocates the extension of the coverage 
of the minimum law to such operators) earns approximately 2.3 percent on gross 
revenues. Forty-five percent of this gross revenue goes to the driver (with fringe 
benefits, such as hospitalization insurance, paid vacations, etc., which all large 
taxicab operators provide for their employees, the commission received by the 
driver reaches the 45 percent level) ; 53 percent minus to expenses of operation ; 
and the balance of 2 percent plus to the operator. It is estimated that during an 
8-hour period a driver, at the above rate, earns $7 in commissions; the operator 
receives $8.50, of which approximately 36 cents is profit. If the operator had to 
pay the driver even an additional $1 a day to meet the legal minimum wage, he 
would be losing 64 cents on each cab during an 8-hour period. This loss would 
in many cases be even greater where a part-time driver is employed during 
slow hours, as already shown above; and, of course, it would further increase 
if the legal minimum wage is raised. Obviously, no operator could long stay 
in business under these circumstances. 

The above example takes into account only the most direct effect of the ap- 
plication of the minimum wage to the taxicab business. There would be indirect 
effects, also. The imposition of a minimum wage and/or hour law on taxicab 
operators would involve a heavy burden of recordkeeping, with all the added 
clerical expense that goes with it. Under the present regulations, employers 
covered must maintain the following records, which must be preserved for in- 
spection by wage and hour enforcement personnel : 

(1) Name, address, date of birth, and type of work for each employee. 

(2) Basis for wage payments, per hour, or per unit. 

(3) Time work starts and stops each day for each employee. 

(4) Amount earned for straight time each pay period for each employee. 

(5) Amount earned for overtime each pay period for each employee. 

(6) Value of perquisites provided each employee each day. 

(7) Amount and nature of each deduction from wages paid each employee. 

This burden would be greater for the taxicab industry than most other indus- 
tries because the taxicab business is operated on a 24-hour day, 7-day week 
basis. This added burden would further contribute to transforming many taxi- 
cab operations, big and small, into loss operations. 

These would be the ruinous effects of the proposed legislation on the entire 
taxicab industry. But, even the proposal of the Secretary of Labor to extend 
the minimum wage law only to taxicab operators employing 100 or more persons 
would be equally ruinous as shown in the above example. What is more, any 
imposition of a minimum wage on the large operators will affect the small one, 
too, because the latter will have to compete with the larger operator for drivers. 
This would financially weaken the smaller operator, who would have to do with 
fewer drivers or substandard drivers. 

All of the foregoing shows the disastrous effect that an elimination of the taxi- 
cab exemption would have on this industry and how impractical, unnecessary, 
and contrary to the declared policy of the act, as well as the anti-inflation objec- 
tives of the administration, it would be. The taxicab business is a perfect ex- 
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ample of a local business, to which the act was not intended and should not be 
made toapply. As one of the sponsors of the original act aptly said: 

“Businesses of a purely local type which serve a particular local community, 
and which do not send their products into the streams of interstate commerce, 
ean be better regulated by the laws of communities and of the States in which 
the business units operate.” 

The taxicab business is precisely that. 

The entire taxicab industry, large and small, therefore vigorously opposes the 
enactment of any proposal which would extend the coverage of the present act 
to the local taxicab business, and respectfully urges that the present exemption 
in section 13 (a) (12) be retained, without change. 


MEMORANDUM 


In the present Fair Wage Standards Act the employees of taxicab companies 
are exempted from its provisions. This has applied since 1948. The action was 
not taken hurriedly or without full consideration by the Congress. It was in- 
cluded in the amendments to the act at the instance of Senator Taft of Ohio and 
Senator Pepper of Florida, who might be assumed to represent the two extremes 
of the Committee on Labor and Education of the Senate. 

It was taken because of the fact that the taxicab industry is an altogether 
peculiar and different industry from others that might be included in the act. 
Particularly that applies to the matter of drivers of taxicab companies. They 
are on a commission basis and the company itself has no control over the drivers 
after the cab leaves the garage. 

In addition, there are innumerable cases—in fact, almost universal practice— 
where there are two drivers for each cab. The supplemental drivers are fre- 
quently college students or men employed in other industries who want to in- 
crease their weekly stipend by working on taxicabs. 

In the legislation now pending before Congress there is no exemption of the 
employees of taxicab companies. Your attention is directed to the fact that the 
same reasons which applied to the exemption as made in 1948 even sore strik- 
ingly apply at the present time. 

The taxicab industry has become an increasingly important factor in urban 
transportation. The taxicab industry is today on a basis of higher efficiency than 
at any time in the past, but the taxicab industry, no matter how efficiently 
managed, is at a very small margin of profit and will be seriously curtailed in 
its usefulness and, in many cases, entirely destroyed unless it is granted the 
exemption herein outlined. 

To that end the entire industry, including the National Association of Taxi- 
cab Owners and the American Taxicab Association, representing every phase of 
the business, most respectfully requests a very definite consideration of the con- 
tinuance of the exemption above outlined. It also desires respectfully to go on 
record as sending to you this resolution of protest and request for earnest con- 
sideration in the hope that any bill that may be reported by either of the branches 
of the Congress will continue the exemption of taxicab companies as now em- 
bodied in the act. 


GREATER PATERSON CHAMBER OF COMMERCE, 


Paterson, N. J., June 26, 1957. 
Hon. PETER FRELINGHUYSEN, Jr., 
House Office Building, Washington, D. C. 


DeAR CONGRESSMAN: Our attention has just been called to testimony given 
before a subcommittee of the House Committee on Labor June 8 by Deputy 
Commissioner George 8S. Pfaus, of New Jersey Department of Labor and 
Industry. 

Mr. Pfaus testified in support of measures to extend minimum-wage coverage. 
We disagree with the premises and conclusions contained in his testimony, but 
we address you at this time, as a member of the Committee on Labor, to request 
that a portion of Mr.Pfaus’ testimony be clarified in the records of the committee. 

Our report shows that Mr. Pfaus testified that his department has issued 
minimum-wage orders in certain fields, such as laundry and dry cleaning, restau- 
rants, and mercantile operations. That is true. Then our record quotes him 
as saying: 
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“The facts are that not a single enterprise in New Jersey has closed its doors 
or given any visible evidence of being hurt in any way as the result of the new 
wage orders. But there is evidence that thousands of New Jersey workers and 
their families are enjoying a better living standard from the increased earnings 
under them.” 

We respectfully challenge that statement. The mercantile operations wage 
order issued in March 1956, by the New Jersey Department of Labor and In- 
dustry, effective in October 1956, has been challenged in the State courts, and 
injunctive relief has been granted by the courts, so that the minimum-wage 
regulation for mercantile workers has not gone into statewide operation, and 
has not been finally passed on by the courts. 

We believe that this fact should be appended to Mr. Pfaus’ testimony. 

Respectfully yours, 
Epwin J. MacEwan, 
Executive Vice President. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D. C., June 26, 1957. 
A. Reets KELLEY, 
Clerk, Subcommittee on Labor Standards, House Committee on Education 
and Labor, House Office Building, Washington, D. C. 

Dear Mr. KELLEY: Since your subcommittee denied the Chamber of Commerce 
of the United States our request to testify on the Fair Labor Standards Act, 
we are glad to accept your invitation to submit a statement of the chamber’s 
views for insertion in the subcommittee hearings. 

I am attaching our statement. 

Your letter of June 18 says hearings on proposed amendments were scheduled 
to terminate, insofar as the city of Washington is concerned, on June 20, 1957. 
Should the subcommittee change its mind and reopen the hearings at any time, I 
know you will reinstate our request of March 1, 1957, and March 20, 1957, to 
present a witness on this subject. 


Sincerely yours, 
DONALD A, YOuNG. 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES ON PROPOSALS 
To AMEND THE Farr LABOR STANDARDS ACT 


The national chamber believes the Fair Labor Standards Act should be limited 
in coverage to employees engaged in interstate commerce, or in the production of 
goods for interstate commerce. The act also should specifically exempt those 
industries:and retail and service businesses which are essentially local in char- 
acter, and any others to which application of the act would be inequitable and 
unjust. 

On the basis of those principles, the chamber opposes proposals (1) to broaden 
the basic coverage of the act, and (2) to narrow or remove certain exemptions 
now in the act, such as those for retail and service employees. 

Adoption of either of these changes would. work against the very humanitarian 
aims they are intended to further. Some of the more important reasons justi- 
fying opposition to the proposed changes are these: 

Higher real wages come from higher productivity—not from legislation. 

Broader coverage of the law will multiply enforcement problems and 
expenses. 

Retail and service businesses are local operations and should not be subject 
to Federal wage-hour controls. 

Retail profits are too low to absorb higher wage costs not accompanied 
by higher productivity. 

Extension of coverage will add to existing inflationary pressure. 

Extension of coverage will weaken the competitive position of small 
business. 





HIGHER REAL WAGES COME FROM HIGHER PRODUCTIVITY—NOT FROM LEGISLATION 





Some people think the cause for low wages is the unwillingness of management 
and proprietors to pay higher wages. They think management is able to pay 
higher wages, but will not pay them as a matter of choice. 
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Accordingly, they propose what seems to be a simple solution: Have Congress 
pass a law making these businessmen pay higher wages. This thinking over- 
looks the real facts of the situation. 

The real cause of low pay is low productivity. The solution is not to be found 
in legislation, but rather in efforts to raise productivity—through better technica] 
training in selling, display, knowledge of merchandise, etc.—by efforts to find 
better techniques of store operation, of handling customer flow and merchandise 
so that stores can produce a larger volume of business per employee, 

The productivity of workers has increased in the past, and it will continue 
to increase in the future—paving the way for higher wages. Meanwhile, though, 
the person of low productivity continues to work for what he can earn. He is 
not barred from a job because he may not be able to produce the higher income 
necessary to pay him a higher wage. Minimum wage laws can deny job oppor- 
tunities to workers who cannot earn the legal minimum wage. 


BROADER COVERAGE OF THE LAW WOULD MULTIPLY ENFORCEMENT PROBLEMS AND 
EXPENSES 


The basic coverage of the Fair Labor Standards Act appears to be consistent 
with our Federal system of government. 

If the law is broadened to cover all employees of employers whose businesses 
affect interstate commerce, (which means all employees) it will mean extension 
of Federal power to the full limit permitted by the Constitution. It will rep- 
resent invasion by Federal authority into an area heretofore left to the States. 

Coverage of the law under such terminology would compare to the jurisdiction 
encompassed by the National Labor Relations Act, and would carry with it 
the same difficulties that have been experienced by the National Labor Rela- 
tions Board in its attempt to administer that act. After 22 years, the Board is 
still undecided as to exactly what limits it should impose on itself in the exercise 
of its jurisdiction. The only consistency throughout the 22 years has been the 
Board’s forthright admission of the impossibility of administering the act in this 
vast area. 

The probability that extension of coverage would create similar difficulties 
in the wage-hour field is very real. The 1955 Annual Report of the Wage and 
Hour and Public Contracts Division of the Department of Labor points to the 
difficulties even now encountered in investigating establishments that already 
are covered by the Fair Labor Standards Act. In fiscal 1955, the Division was 
able to investigate less than 5 percent of the estimated 800,000 covered estab- 
lishments. In more than 55 percent of those establishments investigated, viola- 
tions were found—mostly violations concerned with overtime requirements. 

These facts prompt two questions: 

1. If coverage of the law is extended to the limits of constitutional power— 
to all employees—is the Wage and Hour Administrator to be given authority 
to set arbitrary standards as to where the law will be enforced and where it 
will not be enforced? 

2. Will the 800 investigators now authorized for the Wage and Hour Division 
be raised to several thousand, increasing Federal expenditures still more? 

The large percentage of violations now found during investigations by the 
Wage and Hour Division points to the need for more stability in the law, rather 
than drastic changes in coverage and resultant problems that will take years to 
settle. 

CURRENT EXEMPTIONS IN THE LAW SHOULD BE RETAINED 


The exemptions contained in the act were established by Congress because of 
the conditions peculiar to each group exempted. Those special conditions, most 
of which were recognized in 1938—even before we had any experience with a 
general minimum wage law—and all of which were reaffirmed in 1949, remain 
entirely relevant today. 

The national chamber favors all of the exemptions, and also believes— 

1. That the “area of production” exemption—section 13 (a) (10)—should 
be broadened to include all agricultural processing. 

2. That all workers represented by a collective bargaining representative 
should be excluded from coverage. 

3. That there should be a specific exemption for rural homeworkers, such 
as that proposed by Representative McIntire in H. R. 2818. 
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RETAIL AND SERVICE BUSINESSES ARE LOCAL OPERATIONS AND SHOULD NOT BE SUBJECT 
TO FEDERAL WAGE-HOUR CONTROLS 


Retail and service businesses are essentially local in character—regardless of 
the store’s sales volume or whether it is independently or chain-owned. The 
business takes place at the local level, and wages depend upon conditions in the 


local area. 
If there must be regulation of retail and service wages, then it should be the 


concern of State and local governments. State action permits the establishment 
of wage levels that take into account account actual economic needs and living 
conditions within a State, and helps avoid the danger of setting a wage level 
that would lead to disemployment. 

Proposals for extending coverage of the Federal law involve only one minimum 
wage level—a uniform wage for the entire country. Obviously, this ignores the 
fact that needs and living conditions do vary—not only among the States, but 
also among the towns and cities within a State. 

Emphasis of the varying wage patterns in retailing is contained in the report, 
“employee earnings in retail trade—October 1956,” released on May 15, 1957, by 
the Bureau of Labor Statistics. The report shows average hourly earnings of 
$1.16 in the South, $1.44 in the North Central, $1.50 in the Northeast, and $1.68 
in the West. Further, it reflects a $1.50-an-hour average in metropolitan areas 
and $1.22 in nonmetropolitan areas. In communities of less than 5,000 popula- 
tion, the average is $1.11. 

In view of such variety, it should be apparent that a uniform, nationwide 
minimum wage level established for retailing would cause economic disruption 
in many areas. 

During the House committee hearings last July, even representatives of the 
Retail Clerks International Association (AFL-CIO), advocates of extended 
coverage, said their organized members have different wage levels in different 
areas—that the rate is lower than a dollar in some areas where asking a mer- 
chant to pay a dollr an hour would place him in a “competitively disadvantageous 


position.” * 


EXTENSION OF COVERAGE WOULD BE INFLATIONARY—LEGISLATION THAT RAISES WAGES 
DOES NOT ALSO RAISE PRODUCTIVITY 





Extension of coverage of the minimum wage law to retail and service employees 
will have an inflationary impact upon the Nation’s economy. 

Present proposals to extend the coverage are particularly untimely in view of 
the many admonitions of President Eisenhower and others regarding the present 
dangers of inflation and the need for both labor and management to hold down 
rising wages and prices. 

In his Economic Report, President Eisenhower indicated great concern over 
the problem of inflation, especially over the fact that, in 1956, “High costs of 
raw materials and wage increases that tended to outrun the year’s small gain 
in productivity were pervasive factors making for higher prices.” The Presi- 
dent further state, “* * * when production and employment are high, wage and 
price increases in important industries can create upward pressures on costs 
and prices generally * * *.” 

The fact is that retail and service businesses for some time have been feeling 
the pressure of rising costs—both of wages and goods. 

In retailing, hourly earnings already are increasing at a faster rate than is 
productivity. In the period 1948-56, real average hourly earnings increased 
at a rate of 3.1 percent per year, whereas output per man-hour in retailing 
(adjusted for price changes) increased at a rate of only 2.5 percent per year 
in the same period. 

In addition to the factor of rising wage costs, the retailing industry has been 
paying more for goods supplied to it by manufacturers and wholesalers who have 
been passing some of their increased costs on to the retailers in the form of 
higher prices. Wholesale prices increased 5 percent between December 1955 
and January 1957. 

In 1956, retail prices began to spiral—under pressure from increased costs. 
Between December 1955 and November 1956, the Department of Commerce 








1 Hearings before a subcommittee of the Committee on Education and Labor, House of 
Representatives. 84th Cong., 2d sess., on bills relating to extension of coverage of the 
Fair Labor Standards Act. See testimony of James A. Suffridge. president of Retail 
Clerks International Association: S. G. Lippman, general counsel of RCIA, and J. H. Ben- 
nison, research director of RCIA, pp. 43—44. 
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Index of Retail Prices rose 2.8 percent. In the same 11 months, the Consumer 
Price Index rose 2.7 percent. 

Any further increase in costs—in the form of legislated wage increases— 
will make it necessary for retail and service businesses to raise prices to con- 
sumers. Retail profits are too low to permit absorption of added costs that 
are not compensated for by increased productivity. 

Of course, if consumers resist further prices increases, the retailer will have 
to maintain a stable cost level by laying off marginal employees and by eliminat- 
ing services that many customers automatically expect. 


EXTENDING COVERAGE WILL TEND TO WEAKEN COMPETITIVE POSITION 
BUSINESS 


OF SMALL 


Even though present proposals to revise the retail and service exemptions 
would extend the coverage only to large retail and service firms, there would 
be a tendency for the coverage to be felt also by the smaller companies. 

A study of the wording of bills before this committee indicates that the bills 
might better be thought of as proposals to raise high wages, rather than proposals 
to raise low wages. 

The proposals are aimed at covering high volume and chain establishments 
which, overall, have a higher average wage than the stores that would be left 
uncovered. 

Since even these large stores probably have a few employees making less than 
the minimum wage, their wages would be raised to the minimum level—and, 
at the same time, the other, higher paid employees in the stores would want 
increases to maintain existing salary differentials. If the stores are unionized, 
the unions probably would insist that the differentials be maintained. Thus, 
the technical, direct effect of these proposals would be to raise the average 
wage in the large stores—which is now already greater than that in the small 
stores. 

But, since proponents insist that these proposals will raise low wages, they 
must admit that such action will reach indirectly into the small stores, where 
average wages are lower—and where higher wage costs may be the one straw 
that will break the backs of many struggling small-business men. This is the 
only way these proposals can raise the really low wages in retailing—the indirect 
method. 

After all, small noncovered businesses will be competing in a local labor market 
with covered businesses that will be paying higher wages; therefore, the uncov- 
ered businesses may also have to raise the wages of their employees to retain 
good employees. 

And if the small, uncovered stores cannot or do not raise their wages, then 
they must face two alternatives: (1) Operating with substandard help, or (2) 
operating with fewer employees. Under either alternative, the result would 
be less operating efficiency—and a weakened competitive position for the small 
stores. 

In this connection, Max Greenberg, president of the Retail, Wholesale, and 
Department Store Union, AFL-CIO, told the Senate Labor Subcommittee in 
1956 that extension of coverage to large retail establishments was needed because 
they are paying lower wages and that such extension would help bring them 
in line with the small stores which are paying higher wages. He said that 
“extension of coverage to the retail industry would be an act in defense of the 
interests of the smaller retailer.” 

Mr. Greenberg said the hourly wage for all retail employees is greater than 
that for department and general merchandise stores “because of the impact of 
the stores which we have been hearing so much about, the alleged small stores. 
To the best of our knowledge, the wages paid in these [small] stores tend to 
lift the total average because the wages are much higher.” ” 

The truth of the matter is that larger retail stores are paying higher wages 
than smaller stores. Here are estimates of average hourly earnings in retailing, 





2 Hearings before the Subcommittee on Labor of the,Committee on Labor and Public 
Welfare, U. S. Senate, 84th Cong.. 2d sess., on bills relating to the Fair Labor Standards 
Act. See testimony of pp. 144-147. 
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pased on the 1954 census of business (workweek ended nearest November 15, 
1954) and Bureau of Labor Statistics figures for November 1954: 











Average Estimated 
Sales volume of stores weekly wage hourly rate 
scsivaniatnansenigaeneiaiuiiudceiilitlie eran papeiaiiitcatblidaiiainilaitiihi eetathinn stats Htecpsitpellpsncitenctals dlls Minactnctietntiiasincctiniictante 
in 55. 20 | 1. 69 
$500,000 and over. - nos sam ve $65. 20 $1. 6 
$50,000 to $499,000 peed. el whhien , Ji sh at 54. 92 1.42 
Less than $50,000_ .___- dereiad ; - ob re oe 40.00 | 1,03 


More specifically, compare the weekly and hourly wage rates of the following 
large- and small-volume categories of retail stores: 


Average | Estimated 
weekly wage | hourly rate 


Sales volume of stores 


| ; 
$2,000,000 to $4,999,000. . ‘ ; $70. 60 | $1. 82 
$1,000,000 and over ‘ 65, 81 1, 70 
$20,000 to $29,000 an : 38. 07 | 98 
$10,000 to $19,000 boa ieee lela Se | 34. 50 | . 89 


These facts show, contrary to Mr. Greenberg's conclusion, that the larger 
stores—the high sales volume stores—actually are paying higher wages than the 
smaller stores. Naturally, this means they are now better able than the small 
stores to secure good employees. Legislation that will have the effect of making 
larger stores pay still higher wages and thereby find it even easier to secure 
better employees will not help small stores. 

In the final analysis, extended coverage would be harmful to both large and 
small businesses. But, since large stores generally are better able than small 
stores to adjust to an upward trend in wage costs, the impact will be greater 
on small employers. 

According to Dun & Bradstreet figures, failures already are trending upward 
in the retail field—where 90 percent of all establishments are small and medium- 
sized organizations doing less than $500,000 annual sales. The February 1957 
issue of Dun’s Statistical Review shows that there were 6,341 retail failures in 
1956—as compared with 5,339 in 1955. 

Extension of coverage, even if limited technically to chain and high sales 
volume stores, will have sufficient indirect impact among the small stores to 
contribute to still more small business failures. 


THERE ARE SOUND REASONS WHY RETAIL AND SERVICE WAGES ARE LOWER THAN 
MANUFACTURING WAGES 


Wages in retail trade have shown an upward trend comparable to that in manu- 
facturing—even though most employees in manufacturing are covered by the 
minimum-wage law. However, it is true that average retail and service wages 
are lower than those in manufacturing. There are two sound reasons for this 
difference : 

First, retail and service operations do not have the same potentiality as 
manufacturing for increasing productivity through capital investments in labor- 
saving machinery and equipment. The manufacturing production worker has 
large masses of equipment and machinery available to be applied to a continuous 
and regular flow of raw materials moving through the plant. 

On the other hand, retail and service industries do not have a continuous and 
regular flow of customers. Capital investment in these fields is primarily in 
inventories and in space—not in machinery and equipment. 

The second important reason why retail and service wages are generally 
lower than in manufacturing is that a large proportion of the retail labor force 
is unskilled, or low skilled. Retail and service employees include many young 
workers, many women and older workers, and many part-time workers. The 
lower level of skill of these workers lowers the overall rate of output and holds 
down the average wage of the industries. 


89327—57—pt. 1—_—-99 
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HIGHER WAGE COSTS WOULD WIPE OUT PROFITS—FORCING HIGHER PRICES, LAYOFFS, 
OR REDUCED SERVICES 


1 

According to the latest (1953) internal-revenue figures, all retail corporations wat 
had a net profit after taxes of 1.2 percent of sales. Of all retail corporations is 
filing income tax that year, 39 percent had no net income. Those operating in inte 
the black had a net profit after taxes of 1.9 percent. ope 

This net profit figure would have been wiped out in 1956 if retail hourly wage cip! 
earnings had been equal to those in manufacturing, or if they had been raised vid 
by the 25-cent minimum-wage increase. tic 


Here’s what would have happened in retailing in 1956 if average hourly wages 
had been equal to those in manufacturing: Total retail wage costs would have con 
been up 26 percent; wage costs as a percentage of total sales would have tio! 
amounted to 16.9 percent; as compared with an actual figure of 13.4 percent; me 
a difference of 3.5 percent. the 

RESULT: NO PROFIT 
Lal 
$3. 
tin 
Se 
Ja 
ar 
thé 
ac’ 


Here’s what would have happened in retailing in 1956 if average hourly wages 
had been raised 25 cents—equivalent to the minimum-wage increase that year: 
Total retail wage costs would have been up 15.9 percent ; wage costs as a percent: 
age of total sales would have amounted to 15.6 percent; as compared with an 
actual figure of 13.4 percent, a difference of 2.2 percent. 

Obviously, retailers could not have permitted this to happen. No business 
can operate for long without profit. The retailer would have been forced to in- 
crease his prices, lay off some employees, or eliminate certain services. 

Retail and services businesses are now in a squeeze, and no relief is in sight. 
The First National City Bank of New York, in its monthly letter of February 
1957, stated, “The year ahead is expected to be highly competitve, and as in 
1956 many firms will find their profit margins pinched between rising costs and 
consumer resistance to price increases.” 

This is the situation that confronts retail and service businesses today— 
an already slender profit margin that is being battered on one side by rising 
eosts, on the other by consumer resistance to higher prices. 


THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA, INC., 
Washington, D. C., June 25, 1957. 
Subject: Consideration of proposed changes in the Fair Labor Standards Act, 
as amended. 
Hon. AuGUSTINE B. KELLEY, 
Chairman, Subcommittee on Labor Standards, Education and Labor 
Committee, House Office Building, Washington, D. C. 


DEAR CONGRESSMAN KELLEY: On March 11-14, 1957, the Associated General 
Contractors of America, Inc., held their annual convention in Washington, D. C., 
and among subjects discussed was the Fair Labor Standards Act, as amended, 
and its application to the construction industry. 

Because your committee is now engaged in a study of proposed changes in 
the Fair Labor Standards Act, as amended, we would appreciate your considera- 
tion of a resolution adopted in this convention which reads as follows: 


ti 
st 


to 


ot 


“With respect to the Fair Labor Standards Act and its application to’ con- bs 
struction operations, the 38th annual convention of the Associated General Con- x 
tractors of America, held in Washington, D. C., March 11-14, 1957, adopts the . 
following principles: b 

“1. It opposes as unnecessary governmental regulation any further extension ; 
of coverage of the wage-and-hour law to construction operations ; : 

“2. It supports legislation which would limit coverage of the act to hourly paid - 
laborers and mechanics employed on the site of construction; and : 

“3. It supports legislation which would clarify the term ‘regular rate of pay’ . 


used in determining overtime payments.” 
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OPPOSITION TO FURTHER EXTENSION 


This association is opposed to further extension of Federal regulations into 
watters of an essentially local nature. The building and construction industry 
js primarily a local activity and in general should not be considered as being in 
interstate commerce. Any extension of the Fair Labor Standards Act to local 
operations of the industry would be a further departure from the basic prin- 
ciples of the Constitution. The respective States are entirely capable of pro- 
yiding for the health and welfare of their citizens, and, in fact, today prac- 
tically all States have prevailing or minimum-wage standards. 

Free collective bargaining between labor and management would be further 
confused by extension of the Fair Labor Standards Act to construction opera- 
tions. Most of the employees in construction work today are under labor agree- 
ments providing for conditions which vary considerably from the provisions of 
the Fair Labor Standards Act. 

In this connection, it should be pointed out that according to the Bureau of 
Labor Statistics, the average negotiated wage rate in building construction is now 
$3.08 an hour. The Bureau of Labor Statistics’ figure was based on straight- 
time rates for 7 trades including laborers in 100 cities throughout the country. 
See attached appendix containing the full Bureau of Labor Statistics’ report of 
January 2, 1957, to which we have attached a map showing the location of the 
areas involved. The Bureau of Labor Statistics in other reports also indicates 
that the average straight-time rate for heavy and highway construction workers 
across the country is $2.51 an hour. 


COVERAGE SHOULD BE RESTRICTED TO MECHANICS AND LABORERS 


In the building and construction industry, the bulk of the employees are 
engaged as either mechanics or laborers upon the site of construction but, in 
addition, salaried administrative and professional personnel are also of impor- 
tance in construction. Under the Fair Labor Standards Act all employees 
engaged in commerce or in the production of goods for commerce are covered, 
with the express exemption of executive, administrative, and professional 
employees as defined by the Secretary of Labor. This exclusion by definition 
has resulted in considerable confusion in the construction industry so that unless 
this exempt group of personnel meet highly technical redtape requirements, the 
exemption is lost. The construction industry thus has the situation where bona 
fide salaried professional and administrative employees such as graduate engi- 
neers and project administrators have to be paid time and one-half for work in 
excess of 40 hours a week. This situation, contrary to realities in the construc- 
tion industry, can be eliminated by a simple change in the law as far as con- 
struction is concerned, limiting the application of the Fair Labor Standards Act 
to mechanics and laborers employed directly upon the site of the work. 

This change in the law would bring the application of the law into line with 
other Federal labor laws dealing with construction, the Davis-Bacon Act, the 
Copeland Act, the 8-hour laws, and recently in the Highway Act of 1956. These 
laws limit their application to construction mechanics and laborers employed 
directly upon the site of the work. It is highly desirable to have uniformity 
with respect to the application of laws, such as these dealing with a specialized 
industry. 

The Fair Labor Standards Act requires overtime based on a regular rate at 
which the employee is employed consisting of all remuneration paid to or on 
behalf of the employee, but it also provides for excluding from the regular rate 
certain kinds of payments. Such exclusions, however, must be defined and 
applied by the Labor Department. A large body of regulations and interpretative 
bulletins have been issued in an attempt to define the regular rate for fair labor 
standards overtime. The resulting technicalities are highly confusing and often 
result in the statutory overtime being higher than the amount of overtime estab- 
lished by collective bargaining, although that is at an all-time high. This situa- 
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tion is not only confusing but is an interference with the collective-bargainin 
process. Therefore, this association would suggest a simple amendment to the 
Fair Labor Standards Act which would bring it more in line with the realities 
of the construction industry, namely, that the term regular rate used in deter. 
mining fair labor standards overtime payments be limited to the straight-time 
hourly rate. 

SPECIAL PROBLEMS IN THE CONSTRUCTION INDUSTRY 


Since the Fair Labor Standards Act is a law touching upon industry in genera) 
it does not take into account the special problems in the construction industry. 
The interference of bad weather with scheduled construction operations is one 
such special problem on which we would appreciate having your committee's 
consideration. 

Frequently during the course of most construction work, bad weather will not 
permit full employment in some weeks, and in such cases, the contractors and 
his employees would like to put in makeup time in the following weeks. 

The Fair Labor Standards Act, however, requires overtime after 40 hours in 
every week, and will not permit any makeup time for time lost in past weeks 
due to bad weather, without the penalty of overtime pay. Thus, makeup time 
which otherwise would be desirable on the part of both contractor and his 
employees, is discouraged. 

This can be corrected by a simple amendment allowing overtime to be paid on 
work over 40 hours a week averaged over a 3-week period. While our recom- 
mendation may not be a complete answer to. this problem, we would appreciate 
your committee’s consideration of this point. 

We would appreciate having this letter included in the record of the hearings, 

Respectfully submitted. 

JAMES D. MARSHALL, 
Frecutive Director. 


News FRoM THE UNITED STATES DEPARTMENT OF LABOR 


USDL 1859. For Release: A. M. Editions, January 31, 1957 
UNION BUILDING TRADES SCALES UP IN FOURTH QUARTER OF 1956 


The upward movement in hourly wage scales of union building-trades workers 
continued during the fourth quarter of 1956 with a rise of nine-tenths of 1 
percent, the United States Department of Labor’s Bureau of Labor Statistics an- 
nounced today. The increase in average hourly rates for all trades combined 
was 2.8 cents, approximately double that registered in the preceding quarter 
and in the corresponding quarter of 1955. 

Higher pay scales were reported for slightly over a fourth of the construction 
workers included in the Bureau’s quarterly survey of. union scales in 7 major 
building trades in 100 cities. The increases affected about 30 percent of the 
bricklayers, carpenters, and electricians, and from 15 to 22 percent of the work- 
ers in each of the other 4 trades studied. Raises of 5 cents and 10 cents were 
each provided in about 1 of every 5 adjustments, and of 15 cents in 1 of every 8, 
A tenth of the increases were for more than 15 cents. 

Bricklayers and electricians showed the greatest gain during the 3 months 
with average scale increases of 4.9 and 4.5 cents, respectively. For other trades, 
the rise varied from 1.2 to 2.7 cents. 

Seale changes during the quarter advanced the estimated average waze rate 
for all union construction-trades workers to $3.08 an hour, about 4.7 percent (14 
cents) higher than in January 1956. The increase over the year in average 
hourly seales for the individual trades studied varied from 11 to 18 cents. On 
January 2, 1957, the level of rates was about 50 percent above the average for the 
3 years 1947-49. 
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Estimated quarterly and annual increases in union scales and the rate levels 
on January 2, 1957, are shown below. In computing the changes in rates, the 
jncreases in each trade were averaged among all workers in the trade. Data for 
the separate crafts, by city, are shown on the accompanying table. 











a : = 

Change in average to Jan. 2, 1957, from- | Rate levels 

Trade Oct. 1, 1956 | Jan. 3, 1956 Jan, 2, 1957 
tn | , health laa tei dhiscitsittaiipneslabe 

Percent | Cents Percent | Cents Average Range 
sii ethnical stages laa titties pe) ae ee — 
Bricklayers 1.4 4.9 5.1 | 18.0 $3.68 | $2. 50-$4. 25 
Carpenters } 9] 2.7 4.4 | 13.2 3.17 | 1. 88- 3.75 
Electricians. - | 1.3 | 4.5 | 5.0 16.3 3.39 | 2. 38— 4.13 
Painters . . | “v4 2.2 | 5.0 | 14.3 3. 06 | 1. 75- 3. 50 
Plasterers... oe 1.2 | 3.2 | 10.9 3. 53 | 2. 50- 4.00 
Plumbers | 6 | 2.1 | 4.7 | 15.2 3.41| 2.40- 3.85 
Building laborers _- | .8 1.8 | 5.0 10.5 2. 22 1. 00- 3.00 
All trades 9 2.8 4.7 | 13. 6 | OE Bein . 


| 


Union scales are the minimum wage rates (excluding holiday and vacation 
payments made directly to the worker each pay period) agreed upon through 
collective bargaining and reported to the Bureau by local union respondents. The 
scales do not reflect rates for apprentices or for premium work. Overtime be- 
yond established maximum daily and weekly hours is excluded. 

Information on employer contributions to insurance (welfare) and pension 
funds as provided in labor-management contracts is presented for the various 
trades. These contributions are shown in terms of cents-per-hour or as percent of 
basic scale. Such contributions are not included in the average scales or rate 
changes. Some contracts also provide for additional payments to other funds 
such as holiday, vacation, and unemployment benefits. Information on payments 
to these funds was not collected. 
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STATEMENT OF NATIONAL FARMERS UNION 


Mr. Chairman and members of the committee, my name is Richard Shipman. 
I am assistant coordinator of legislative services for National Farmers Union. 
As‘ representative of Mr. James G. Patton, president of National Farmers Union 
and 300,000 farm families of our organization, I wish to express appreciation for 
any consideration given our point of view. 

Two years ago Mr. Patton urged extension of the minimum wage law before 
this committee, setting forth in detail our economic reasoning. Changes in our 
economy since that time have made the need for this extension more urgent 
than ever before. 

Let me reiterate a few of the reasons that..the minimum wage law should be 
extended to another 9% million people as provided in H. R. 4575. To begin 
with, the general cost of living, according to the distinguished economist, John 
Kenneth Galbraith, has now reached its highest point in history. This means 
that the low income worker's family is in very much the same plight as the 
farmer’s family, whose income has been falling the last 4 years. 

It is a vicious circle—the farmers not being able to produce because the 
worker’s family does not have the purchasing power to buy. The farm families 
of America are being asked to hold out of production about one-third of their 
acreage in many crops. What they badly need is the expansion of the pur- 
chasing power of these 914 million families who are not included under the 
minimum wage law. 

The minimum wage extensions recommended by President Eisenhower and 
Secretary of Labor Mitchell, fall far short of meeting the requirements imposed 
by present day living costs and the real potentialities of our economy. They 
would permit the continuation of what still amounts to slow starvation for the 
unfortunate families whose income is below the protection floor. At the same 
time the farmers’ products are allowed to pile up because of this lack of pur- 
chasing power. Hunger in the midst of plenty. 

A recent study by the Conference on Economic Progress, has this to say about 
minimum wages: 

“Current minimum wage legislation has not only lagged behind the rising cost 
of living since original enactment; even more important, it has lagged far behind 
the general rise in productivity and living standards. Through a more adequate 
minimum wage law, with extended coverage, and with a minimum protection 
level of $1.25 per hour in 1957 and at least $1.50 by 1960, an important con- 
tribution can be made toward lifting the incomes and living standards of low- 
income families, and toward an adequate expansion of total consumption.” 

It is this expansion of consumption which would be of greatest aid in creating 
the markets for farm products which family farmers so badly need. 

Now I understand that there has been testimony before this committee that 
these wage increases will be inflationary, but I would like to point out that there 
is nothing inflationary about raising wages in order that people who are hungry 
can consume agricultural products which are in “burdensome surplus” as Mr. 
Benson would have it. 

The chamber of commerce has indicated that extension of the minimum wage 
law would bring a new round of price increases. I might say that if it could 
accomplish a slight increase in farm prices it would be most beneficial to the 
Nation in general. 

A comprehensive study of underconsumption as related to buying power, by 
Orion Ulrey of the department of agriculture economics, Michigan State Univer- 
sity, July 1956, has this to say: 

“The American diet has been materially improved, especially during the past 
two decades. The civilian per capita food consumption was 13 percent higher in 
1955 than during 1935-39. There is still underconsumption, however, in rela- 
tion to nutritional needs and economic possibilities. About 8 million consumer 
units. or 15 percent, have income before taxes of less than $2,000 a year—and 
22 million or 40 percent have incomes of less than $4,000. A national study in 
1953 showed that families with annual incomes under $2,000 spent 59 percent 
of their income for food, from $2,000 to $4,000 spent 31 percent, and from 
$4,000 to $7,000 spent 27 percent. A study of consumer spending for food con- 
sumed in the home in Lansing, Mich., in 1954 showed that the low-income 
one-third spent only 65 percent as much for food per capita as did the high 
income one-third of the consumers. 

“One study concluded that if the 3 million consumer units with incomes below 
$2,000 had their incomes raised to adequate levels, they would buy enough more 
food to raise farm income by at least $400 million * * *, 
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“An expanding economy, with higher production, more jobs and higher pay 
for the lower income groups would expand food consumption. A rise in income 
of the higher income groups would not materially increase their consumption of 
food.” 

I would not wish this committee to believe that I am saying this extension of 
the minimum-wage law is a complete answer to the farmers’ critical situation, 
because even with no surpluses the family farmers of America are still at the 
mercy of a monopoly-controlled market place. 

There is another aspect of this problem of tremendous importance to family 
farmers. We view the extension of the minimum-wage law to include workers 
on the large factories-in-the-field as an important step to protect not only the 
workers, but also our traditional pattern of American agriculture, the family 
farm. 

These large-scale corporation-type farms constitute unfair competition through 
use of an exploited labor force. The status of the working man who tills the 
soil on many such agricultural plants is that ofa serf. There is no other industry 
in America where the standard of living of workers is more flagrantly sacrificed 
in the interests of bigness and so-called efficiency. 

On the genuine family-type farm, the work is done almost entirely by the 
farmer and his family. They are in direct competition with the wage labor 
employed on the big factory-type farming corporations. Unfairly low wages 
paid to factory farm labor is reflected in the price that is paid for all farm 
commodities, and therefore it determines the return that the family farmer and 
his family will be able to realize on their labor. (Secretary of Agriculture 
Benson introduced testimony in this Congress indicating farmers were only able 
to get 70 cents an hour for their labor in 1956.) Therefore, extension of mini- 
mum-wage coverage to workers on the big factory farms will protect family 
farmers from the unfair and destructive competition of exploited labor. 

We have noticed that another farm organization, in testimony before the Senate 
committee, has objected to the extension of the minimum-wage law to agricul- 
tural workers which would eliminate this exploitation, and gave as its reason 
that it “would involve a heavy burden of recordkeeping.” I might point out that 
if they are filing their income tax properly, most of the records necessary already 
exist. Such flimsy objection to the passage of this much-needed law is hardly 
worthy of notice except for the fact that it tends to distort in the minds of many 
people the position of agriculture on this very important subject. In fact, their 
testimony before the Senate committee seemed to be mostly opposition to any 
presentation of the true picture of what is happening to American agriculture 
under the economic pressures created by the Benson-Kisenhower policies. They 
also “oppose any proposal to classify farms by size of operation.” The truth 
is that the objection to this legislation is being made on behalf of the big factory- 
in-the-field farming corporations. 

It has also been argued that increased costs to processors of farm commodities 
if they were required to pay minimum wages would be passed on to farmers in 
lower prices for their products. Farmers Union believes the increased cost 
could and would be eliminated by an increase in efficiency—more product per 
man-hour. Also, many small family farmers who must supplement inadequate 
farm income with off-the-farm jobs in processing plants, or as migrant farm- 
workers, would be directly benefited. So, looking at the whole picture we believe 
family farmers have far more to gain than they could possibly lose. 

To round out the true picture, I would like to have two reports placed in the 
record: One, “Mexican and Japanaese Farm Labor Importation,” and another 
titled “Family Farms Are Losing.” These two analyses illustrate in detail the 
points we have been presenting. 

In conclusion, gentlemen of the committee, let me say that we are here strug- 
gling with one of the most challenging problems of our time, but it seems to us 
that we ought to have the intelligence in this great country of ours to somehow 
find the means of distributing the great abundance which modern science and 
technology have made possible. All that is required is buying power in the hands 
of every family. It is our belief that this lack of buying power comes as a result 
of many peoples’ inability to bargain for a fair wage for their labor of a fair price 
for their product. 

Let me drive home this point, gentlemen, that the very people whose incomes 
would be raised by the passage of H. R. 4575, are the very people who can eat up 
Mr. Benson’s “burdensome surpluses” and take us another step on the road to 
abundance for all. 

Again, we appreciate very much the opportunity of presenting the view of 
National Farmers Union to this committee. 
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STATEMENT OF NATIONAL Society OF PROFESSIONAL ENGINEERS RE PROPOSED 
AMENDMENTS TO THE Farr Lasor STANDARDS ACT 


The National Society of Professional Engineers is a nonprofit, membership 
organization composed of professional engineers all of whom are registered under 
applicable State engineering registration laws. The society’s 42,000 members are 
affiliated through 45 State societies and approximately 365 local chapters. 

This statement is submitted to present the society’s views on the applicability 
of the Wage-Hour Act to those firms which perform and render professional 
services to clients, especially consulting engineering firms. The present status 
of the law in regard to coverage of these firms is in a state of considerable con- 
fusion. This unfortunate situation has been brought about by conflicting and 
contrary Federal court decisions on this problem over the last 9 years. During 
this period two Federal district courts, in different circuits, have ruled that 
consulting engineering firms are not covered by the act. In another circuit the 
district court held to the same effect, but was overruled by the circuit court 
of appeals. As a result of these conflicting decisions the great majority of 
consulting engineers throughout the country are not certain whether the act is 
applicable to their operations or not. A brief survey of the source of this con- 
flict, the divergent Federal court decisions, would be in order at this point. 

In 1948 the United States District Court for Maryland held in McComb v. 
Turpin (81 F. Supp. 86) that the act did not apply to the operation of a con- 
sulting enginering service. District Judge Chesnut, in answer to a contention 
that draftsmen and stenographers of the defendant consulting firm were en- 
gaged in the production of goods for commerce, declared: 

“T do not think even this broad literal definition (of ‘production of goods for 
commerce’) could fairly be construed to apply to the plans, drawings, and speci- 
fications prepared by or under the supervision of the defendants or their em- 
ployees. They are only a physical embodiment in words of professional con- 
clusions * * *, 

“Certainly the word ‘goods’ could not be construed to include the typewritten 
or mechanical expression by which the advice is given. These plans, drawings, 
and specifications are not themselves the subject of barter or sale, but only the 
writen embodiment of professional advice, and incidental thereto. They are 
specifically prepared to meet the particular problem of a specific client and are 
not sold or offered for sale to the public generally.” 

In conclusion, Judge Chesnut succinctly declared: ‘The activities of the em- 
ployees in this case, therefore, are not within the coverage of the act because 
not within the ‘mischief’ to be remedied by the act; nor within the positive 
wording of the act, and not within the principles of proper application of the 
act as announced in the authoritative decisions of the courts.” 

This well-reasoned opinion of Judge Chesnut was welcomed by the engineer- 
ing profession, but was not accepted by the Department of Labor, even though the 
Department did not appeal Judge Chesnut’s decision. 

In Mitchell v. Brown (224 F. 2d 359), decided July 1955, the United States 
Court of Appeals, Eighth Circuit, in reversing a United States district court’s 
decision (126 F, Supp. 603) in accord with Judge Chesnut’s opinion in the 
Turpin case, held that the defendant’s employees’ preparation of plans and 
specifications for the repair and improvement of existing instrumentalities of 
commerce, together with activities of resident engineers at the actual job site, 
constituted activities “in commerce” and thus they were covered by the act. 

This decision of the court of appeals was appealed to the Supreme Court. The 
National Society of Professional Engineers filed an amicus curiae brief in sup- 
port of the petition for a writ of certiorari in order to finally settle the question 
of the applicability of the act to consulting engineering services. On October 24, 
1955, the Supreme Court denied the petition without opinion. 

In January 1957, in a United States district court in Norfolk, Va., the problem 
was again before the courts. In this case, Mitchell v. Lublin (No. 2070), the 
question arose as to whether draftsmen, fieldmen, and stenographers employed 
by the defendant consulting engineering firm were covered by the act. The 
court concluded that “none of the defendants’ employees involved in this con- 
troversy are engaged in the production of ‘goods’ for commerce within the 
meaning of the act,” and that even though the Brown decision may be con- 
sidered in conflict with the Turpin case, “this court finds itself unable to dis- 
agree with the able discussion of the subject by Judge Chesnut.” It has recently 
been learned that the Department of Labor has appealed this decision. 
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A district court decision in California last month, while not involving consult- 
ing engineers, nevertheless has a direct bearing on the problem of the applicability 
of the wage-hour law to firms which render a specialized service to their clients. 
In Mitehell v. Krout, which concerned an investigative agency, it was held that 
the agency was not covered by the act because investigative reports prepared 
by employees could not be brought within the definition of “goods” produced 
for commerce, which, of course, is a basis for coverage. “They are specifically 
compiled and prepared to meet the particular problem of a specific client and 
are not sold or offered for sale to the public generally,” the court said, citing 
the Turpin case in support of the principle involved. 

Additional litigation is also pending by virtue of the Department of Labor 
having filed further actions against consulting engineering firms in other locali- 
ties. To settle this question by litigation may take years and will result in 
considerable expense to the consulting engineers and to the Government. 

This situation can best be corrected by congressional action through amend- 
ment to the Fair Labor Standards Act. The National Society of Professionai 
ingineers recommends that consulting engineering services be expressly excluded 
from coverage under the act along the lines of a bill introduced in 1951 by 
Representative Henderson Lanham of Georgia (H. R. 2940, 82d Cong.). This 
result might be accomplished by adding after the definition of “goods” in 
section 3 (i) the phrase “and does not include plans, drawings, or specifications, 
or other written, printed, or typographical material, prepared or furnished by 
any person in connection with the performance of professional services.” 
Furthermore, after the definition of “produced” in section 3 (j) there should 
be added, “an employee shall not be deemed to have been employed in any 
closely related process or occupation directly essential to the production of 
goods by reason of any work arising out of the performance of professional 
services by his employer.” 

With these proposed amendments incorporated into the act, the question as 
to whether drawings, plans, and specifications are “goods” within the act need 
never arise. The question as to whether the activities of employees of con- 
sulting engineering firms constituted work directly essential to the production 
of goods for commerce would also be eliminated. 

Our opinion that professional consulting engineering services should be ex- 
cluded from coverage under the act is supported by what we believe to be the 
longstanding intent of Congress that professional services are separate and 
distinct from ordinary business or commercial activities. The Fair Labor 
Standards Act of 1938, as amended, provides that the minimum wage and over- 
time provisions shall not be applicable to any employee employed in a bona fide 
professional capacity. 

Congress has further recognized the distinction between professional services 
and those of a commercial or business nature. The National Labor Relations 
Act of 1947, as amended, provides for separate votes for professional employees 
in certification elections. Congress recognized the unique nature of professional 
services in the Army Organization Act of 1950 by providing that when Army 
officers are assigned to duties involving the performance of professional work, 
they shall possess qualifications equal or similar to civilian members of that 
profession. These examples are intended to convey only the general sense of 
Congress in recognizing that professional activities stand in a different position 
and require administrative treatment distinguished from that accorded business 
or commercial pursuits. 

The consulting professional engineer does not sell the paper upon which his 
plans, drawings, and specifications appear. He sells his individual skill and 
knowledge based on specialized professional training, and his skill and knowledge 
are manifested in the advice or recommendations which he furnishes his client 
according to the circumstances. His plans and drawings are merely the tangible 
evidence of his intangible service. The same is true of other professions. Judge 
Learned Hand in Bozant v. Bank of New York (156 F. 2d 787), declared: “A 
lawyer who in the course of his practice writes letters, or draws deeds or wills, 
or prepares briefs and records, is not on that account within S. 203 (j); and the 
same is true of the correspondence of a broker and of a banker * * *. (1I)t would 
be unreasonable to the last degree to suppose that Congress meant to cover such 
incidents of a business whose purpose did not comprise the production of ‘goods’ 
at all.” In Washington Times Herald, Inc. vy. District of Columbia (213 F. 2a 
23 (1954) ), wherein the District sought to levy a use tax on the purchase by the 
newspaper of comic strip mats, the court declared: “Sales to the newspaper of 
comic strip mats, with the right to reproduce them one time, were sales of 
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professional and personal services of the artists * * * The price was paid for 
the artists’ work, not for the mats themselves. The newspaper bought the 
creation of the artist—not the material on which it was impressed * * *.” 

Thus, court decisions have held that the rendering of professional services is 
entitled to different considerations than the ordinary business or commercial 
enterprise. Congress has recognized this distinction, and in the past has sought 
to legislate accordingly. A departure from this course of treatment is inappro- 
priate now. 

The basic nature of the rendering of professional services furnishes another 
reason for a determination that such activities should not be covered by the 
Wage-Hour Act. By and large, the work level of a professional tends to be 
sporadic and irregular. There are peak periods and slack periods. Past ex- 
perience, trends, and seasonal cycles have no business-planning value to the 
professional as they do for the commercial enterprise. The professional must 
be able to meet the needs of his clients whenever and under whatever conditions 
they might arise. Consequently, flexibility of time is essential to the professional 
and his staff. During certain periods if “overtime” is required, the professional 
and his staff work overtime. When the workload falls, the staff compensates 
for the overtime by attending to purely personal matters or by later arrivals or 
earlier departures. This situation is expressly recognized by the Wage-Hour 
Administrator in his regulations. Section 541.8 which defines “professional” 
employees declares, among other criteria, that a professional employee is any 
employee whose work “is of such a character that the output produced or the 
result accomplished cannot be standardized in relation to a given period of 
time. * * *” 

To require professional consulting firms to adhere to the overtime provision 
and to require extensive recordkeeping for this purpose creates an unnecessary 
and unjustifiable burden on the professional firm. 

It should be pointed out for the record that in each of the three cases men- 
tioned above which considered the applicability of the Wage-Hour Act to con- 
sulting engineers, the defendant firms were prosecuted for alleged violation of 
the overtime provision of the act, and not for violation of the minimum-wage 
provision. The problem concerning overtime payments and the consequent 
recordkeeping is a real one and should be rectified. The question as to whether 
consulting engineering firms are covered by the minimum-wage requirements is 
relatively immaterial for, as a general rule, firms which render a professional 
service must pay at least the minimum wage and in most instances higher than 
the minimum to acquire and retain the higher caliber of personnel required. 
As stated by Judge Chesnut in the Turpin case. ‘Again the nature of the work 
performed by the defendants’ employees (draftsmen, fieldmen, and stenog- 
raphers) was mental rather than manual and of a professional rather than a 
commercial character.” 

Secretary of Labor Mitchell in his recent statement to this subcommittee 
recognized that the application of the overtime provision presents peculiar and 
serious problems for many of the business enterprises which would be covered 
under his recommendation. The National Society of Professional Engineers is 
of the opinion that the overtime provision presents peculiar and serious problems 
also to those firms not mentioned by the Secretary, and that the question as to 
the applicability of this provision to professional firms can best be resolved by 
Congress expressly excluding such firms from the act’s coverage. 

As originallly written, the Wage-Hour Act applied to employees working in 
any process or occupation necessary to the production of goods for commerce. 
Giving this “necessary” clause a liberal construction, the courts held the act 
applicable to many employees whose activities were only indirectly related to 
the actual production of goods for commerce. The act was amended in 1949 
by the Sist Congress. In the amendments the “necessary” clause was deleted 
and replaced by a provision which held the law applicable to any employees 
engaged in any “closely related process or occupation directly essential” to the 
production of goods for commerce. Under this more stringent requirement for 
coverage, many employees were excluded who were formerly brought under the 
act by the “necessary” clause. The change, however, has not fully clarified 
the question of coverage of those firms which rendered professional services. 

Although such activities must now be more closely related or directly essen- 
tial to the production of goods for commerce, the meaning of “Closely related” 
and “directly essential” in connection with professional services is still subject 
to varying degrees of interpretation. Can it rightfully be asserted that the 
work of the consulting engineers’ draftsmen, stenographers, ete., which is inci- 
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dental to the consulting engineers’ furnishing of professional advice and plans for 
the construction of a building, be construed as “closely related * * * or * * * 
directly essential” to the problematical production of goods for commerce in 
that building? We believe that the answer is unequivocally “No.” The work 
of these employees relates only to the preparation of plans and specifications 
for a building or facility which may or may not ever be built. If built, it may 
or may not be used for the production of goods for interstate commerce; and 
if so used, the building is merely the housing for the manual or mechanical work 
by which these goods are produced. Thus we think it clear that if such activities 
are related to the production of goods for commerce, the relationship is remote 
and not “closely related” or “directly essential” as the act now requires. 

As declared by Judge Chestnut in Macomb v. Turpin: “‘(1)t seems clear that 
the intent of Congress was to provide maximum hours of work for those working 
employees who were closely and not remotely engaged in the production of 
goods for commerce.” 

According to some of the amendments recently proposed, the present coverage 
test of “closely related” and “directly essential” would be revoked and replaced 
by the original “necessary” clause. Furthermore, the maximum-hours provi- 
sion would be extended to the employees of any employer who is engaged in “any 
activity affecting commerce.” Such broad and liberal application of the act 
would serve only to compound and confuse the question as to whether employees 
of professional consulting engineers, lawyers, or architects would be covered. 
Whether employees of these professional firms are engaged in pursuits “‘neces- 
sary” to the production of goods for commerce or whether the employers are 
engaged in “any activity affecting commerce” can only be determined by future 
costly litigation. Such extremely broad and liberal coverage of professional 
pursuits is not within the true spirit and purpose of the law, for such activities 
are not within the mischief to be remedied. 

In conclusion, it is the opinion of the National Society of Professional Engi- 
neers that the most practical, long-lasting and effective solution to the problem 
of coverage of professional activities is to amend the act so as to expressly 
exclude such coverage. 

We appreciate having had this opportunity to present our view on this subject 
and we stand ready to render whatever assistance is desired by the committee. 





STATEMENT OF AMERICAN FARM BUREAU FEDERATION, PRESENTED BY MATT TRIGGS, 
ASSISTANT LEGISLATIVE DIRECTOR 


The opportunity of summarizing the views of the American Farm Bureau Fed- 
eration on the issues presented by the various bills under consideration by the 
committee is appreciated. 

The statement is based upon the policies adopted by the official voting delegates 
of the member State farm bureaus at our most recent annual meetings. 


THE AGRICULTURAL EXEMPTION 


The American Farm Bureau Federation is strongly opposed to coverage of 
farmworkers by minimum wage and hour legislation. 

Agriculture is fundamentally an industry of family farms. To depict indus- 
trialized farms or large-scale mechanized corporate farms as constituting a 
typical situation in American agriculture is erroneous. This is illustrated in 
the following tables: 


Farms classified by value of products sold, 19541 
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1U. 8. Census reports. 


The data in the preceding table are in terms of total value of produets sold. If 
we deduct from such gross incomes the cost of labor, machinery, equipment, irri- 
gation, taxes, power, fertilizer, feed. and other production supplies, a gross farm 
income of $25,000 may mean a relatively small net farm income and in some 
instances even a loss. In agriculture as a whole, expenses constitute about two- 
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thirds of gross farm income. If this proportion is applied to the largest size 
classification shown above, a more meaningful statement would be that there are 
134,000 farms on which net income exceeds $9,000. This net income is both a 
eapital and labor return. This group of farmers will also include a great many 
partnership operations where net income must be divided among 2 to 6 members 
of the family, or other partners. 

Even the largest farms are still “small business” when compared to most non- 
agricultural enterprises. 

The fact that farm wages have been left unregulated does not mean that farm- 
workers have been exploited. Farmers must necessarily pay wages sufficient to 
prevent needed employees from being attracted to other employment. Let’s look 
at the facts as set forth in the following table: 


| vo 
Index of Index of || | Indexof | Index of 
farm farm farm | farm 
| prices ! wages? || | prices' | wages? 
- — — — ——— —-~ _ —--—____- — — a a te ee - ——_—_— 
} | | 
1947 276 424 |) 1953 ; * 258 | 517 
1948... _ - ol 287 445 || 1954___- er 249 | 508 
1949 snl ‘ 250 430 || 1955....--.--- sitet 237 | 519 
1950 oa oo 258 432 || 1956. __- 235 | 542 
BD od ont ees 302 | 481 || April 1957 239 562 
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! Agricultural Prices, USDA, 1910-14100. 
2 Farm Labor Situation, USDA, 1910-14100. 

Farm wages have thus increased 5.62 times since 1910-14, whereas farm prices 
have increased 2.39 times since then. Since 1947 farm wage rates have increased 
32.6 percent, during a period in which farm prices have declined 13.4 percent. 

The imposition of minimum wage and hour regulations on farmers would in- 
volve a heavy burden of recordkeeping. Under the present regulations em- 
ployees covered by such regulations must maintain the following records, which 
must be preserved for inspection by wage and hour enforcement personnel : 

1. Name, address, date of birth, and type of work for each employee. 

2. Basis for wage payments, per hour, or per unit. 

3. Timework starts and stops each day for each employee. 

4. Amount earned for straight time each pay period for each employee, and 
the manner in which such amount is calculated. 

5. Amount earned for overtime each pay period for each employee, and the 
manner in which such amount is calculated. 

6. Value of perquisites provided each employee each day. 

7. Amount and nature of each deduction from wages paid each employee. 

A farmer is a specialist in production. A successful farmer must have a 
knowledge of soil and water management; the latest scientific information 
relating to the particular crops he produces; competence to recognize and deal 
with insect and disease conditions as they develop; skill in the maintenance of 
machinery and equipment; judgment with respect to the wise use of credit; ca- 
pacity to train and supervise employees; familiarity with a growing complexity 
of State and Federal regulations relating to social security, housing require- 
ments, marketing regulations, Government programs, and insurance require- 
ments ; and competence in marketing the products he produces to best advantage. 

If he fails in any one of these skills, the chances he will continue as a success- 
ful farmer are not good. 

To now require, in addition, that the farmer maintain the records indicated 
above, and to understand the application of the law to a whole host of complex 
circumstances, some of which are summarized below, is to add, to the skills and 
knowledge already required, the additional skills of the accountant and the 
attorney. 

The application of minimum wage and hour regulations to the complex busi- 
ness of agriculture is considerably more difficult than the application of such 
regulations to industrial enterprises. 

First is the fact that agriculture cannot be operated successfully on a 40-hour 
week, 8-hour day, punch-clock basis. The préparation of land; the planting of 
crops, cultivation, harvesting must be done when the weather is right and the 
soil or the crop in the right conditions. Employment is irregular from day to 
day and week to week. 
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Second is the question of perquisites. Farmworkers are normally furnished 
without charge such perquisites as housing, in many cases some or all of their 
meals, water, electricity, fuel, dairy or vegetable products, transportation, and 
other products or services of value. Certainly, these perquisites must be 
considered in determining compliance with minimum-wage legislation. 

This means that somebody would have to place a valuation on each perquisite, 
Presumably the Department of Labor would have to have authority to determine 
if the value assigned to a perquisite was or was not reasonable. It further 
means that, in order to determine compliance with wage provisions of the act, 
the farmer would be required to maintain detailed records of the amount, date, 
and value of the perquisites furnished each day to each worker, and to sum- 
marize such data each week to determine whether or not each worker was paid 
the minimum required by law. 

Another complex question is the application of minimum-wage regulations to 
pieeework. The great majority of harvest operations in agriculture are paid 
for on a piecework basis. Because of wide variations in the capacity of indi- 
viduals, this is the only equitable and effective means of compensation. 

A skilled and ambitious worker may earn twice as much as an average worker, 
A slow, unskilled, less ambitious, or handicapped worker may often earn half 
as much as the average worker, or even less. The farmer would be required 
to fix the piecework rate at such level that even the slowest and least productive 
worker could and would earn the required minimum-wage requirement, which 
would mean that the fastest workers would earn 4 or 5 times the minimum, or 
more. 

Alternatively, the farmer would have to make a supplemental payment, 
computed on a weekly basis. to workers who did not earn enough by the piece- 
work method to equal the minimum wage established by the act. This supple- 
mental payment could only be calculated after a determination for each such 
employee of the value of perquisites provided the employee during the week 
for which the supplemental payment is calculated. 

A strong incentive would be established to “soldier” on the job. Due to the 
inherent difficulties involved in supervising farmworkers, this would be im- 
possible to prevent. 

Piecework rates in agriculture often are variable from farm to farm, from 
field to field, and from time to time, depending on the size, quality, and ma- 
turity of the product to be harvested, whether it is “first picking” or “last 
picking,” the price of the commodity and the supply of labor. This would fur- 
ther complicate the recordkeeping required to demonstrate compliance with the 
law. 

During harvest periods a shortage of farmworkers is normal—and if crops 
are to be harvested when they must be harvested, employment in excess of 40 
hours per week is necessary. 

Presumably, if the worker worked more than 40 hours a week, the farmer 
would be required to halt all operations, collect and add up the number of 
units of work performed by each worker at the straight-time, piecework rate, 
and calculate a new piecework rate equal to 1% times the regular rates (includ- 
ing perquisities) in order to establish a new piecework rate applicable to all 
work performed after the initial 40 hours per week. How this could possibly 
be done in a situation in which workers often start at different times, choose 
their own lunch period, rest when they please, and lay off at different times in 
the afternoon—all of which are normal in many harvest operations—is, to say 
the least, unclear. 

Bonus payments for those who remain with the employer through a harvest 
season are common in agriculture. How are these to be handled in determining 
the regular rate upon which overtime pay is computed? 

In many instances, farmworkers consist of family groups, normally paid 
asa unit. Some of the members of the family group may only work a couple 
of hours, others may work half a day or more. Some members may put in an 
hour or so in the morning and return to work a couple of hours in the evening. 
Some members of the family may put in extra long hours. 

If minimum-wage requirements were applied to agriculture, this method of 
employment would be impossible. An individual work record would be needed 
for each member of the family, showing the time started and stopped, which 
might well be different for each member of the family group. 

One of the many incidental questions involved would be how the value of 
perquisites should be prorated among members of the family in such cases, 
The time at which overtime pay started would, in many instances, be different 








